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ABSTRACT 

In 1977, the Central Bank of' Nigeria (CBN) established the 

"Rural Ban.king Scheme11 (ffi3S)., Under the scheme, connnercia.l banks 

were directed to open up branches in rural areas within some 

specified perioàs., The objectives of the scheme among others 

include to bring banking services within the reach of the rural 

dwellers~ and mobilise their savingso 

The primary concern of this research was to determine the 

impact of the Rural Banking Scheme (RBS) policy of the Federal 

Government on the rural sector, agricultural and non-agriculture; 

and the eJ:tent the scheme has achieved its stated objectives, 

in Anambra State., The study covered 10 rural bank branches selected 

purposively i'rom ·the five agr:l.cultural zones in the state.. Two 

hundred rural dwellers (f'a.r1!lers and non-i'anners) were ra.ndomly 

sampledo Secondary cJ.ata from the official publications o~ the 

CBN, ban.king journals, barut•s statement of accounts and annual 

reports; and other relevant materials and literature were reviewed., 

The result of the study shows that the scheme created a lot 

of impact 011 the rural dwellers in their agricultural and rural 

development in the state .. ln regard to compliance with the CBN 

directives on establishment of branches, the scheme performed well 

in the state. The ban.'i<s recorded a 95 percent and a 100 percent 

performances in the first and second phases of the scheme respectively. 

Also the scheme has trer:iendously encouraged banking habits amo:ng 

the rural dwellers in the statee Out of the 200 respondents, 77 

CODESRIA
-LI

BRARY



vi 

percent agreed they cultivated banking habits through the scheme .. 

The major factors tl'>.at a.ffected ba.nking ha.bits include pro:idm:i.ty 

of the banks to the rural people, average annuel income, and 

average time spent in tran.sacti'ng any banking business. It 

mobilized rural savi_ngs from 10,162 rural customers, collecting 

a total a.nnual deposits o:f N.32,L.1:50,806 in 1986 and granted as loan 

and advances 37.5 percent of the total depositso They fell short 

of the CBN IJ:O percent prescribed minimum grant of loans and 

advances to tho rural areas of operation by 2o5 percentage points~ 

Among the problems identified in the implementation of the 

scheme were poor staffing, inadequate patronage 9 and high operating 

costs on the part o:f the connnercial bankso The problems facing . . 

the rural èkrellers include high interest rate charges, :rigid 

collateral requirements be:fore loans are granted 9 wastage of 

business times in transacting any banking operation, and inacces­

sibility of' rural banks to mos't rural dwellers in the state. The 

problems confronting the Central Ba11k. include difficulties in 

ensuring compiiance :iiith its directives, and provision of adequate 

incentives., 

These problems notwithste.nding, the scheme bas bright 

prospects in the state" Thus, the following recommené!ations ,,rere 

made: that CBN should provide more incentives; monitor and supervise 

the activities of the commercial banks in the rural areas; while 

the gover11ment shoulcl p:rovide iµfrastructural fa.cilities, and 
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introduce more phases of the scheqie to cover other rural centres 

that ha.V"e no ba:nld.ng services wi thin thuir reach. 
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CHAPTER ONE 

INTRODUCTION 

1.1 'Back~round To The Study 

A review o:f the or:i.gin of the banking system in Nigeria 9 

which da.tes back to the colonial period, shows that for a long 

time priority was given to the urban centres in the establ:i.sh­

ment of banks .. In 1892, the African Banking Corporation, 

the first comn1ercial bank. in Nigeria 9 opened its first branch 

in the urban·centre, Lagos. Another bank 9 the British Be.nlc 

for West Af'rièa (BBWA) established in 1893, also opened its· 

first branch in Lagos in 1894. That was followed by &rclays 

Bank, DCO (Dominion Colonial and Overseas) now called Union 

Bank of Nigeria Limited, which opened the first branch in 1917 

also in Lagos (Olashore, 1983). The primary objective of the 

colonial banks that were esta.bli.shed by that time was to 

:facilitate trade and conunerce with the metropolitan headquarters., 

They were more concerned ,d th the financing of import/e:,cport 

trade and other locally based e,::patriate enterprises (Olashore, 

1983) .. 

However, the national awareness of colonial exploitation 

necessitated the struggle for national independence., One of 

the most important instruments used was the establishment o:f 

indigenous banks by a handful of patriotic Nigerie.ns and some 

state govcrnments (Adekanyei 1984). That served as an avenue 

for makirig money and a few other :facilities readily available 
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to Nige:rian business meno Thus between 1929 and 1959, a.bout 3.3 

indigenous banks emerged (CBN, 196B)a But following lack of capital 

and mismanagement, there was mass failures, ten years later (1959-1969) 

only 7 indigenous banks survivedo 

The first successful banks include: National Bank of Nigeria 

(19JJ), African Continental Bank Limited (1947)= However, these 

indigenous banks and other cornmercia], banks that sprang up within 

the period under review could not generate enough pro:fitable e:nter­

prise like their foreign counterpartso In their anxiety to survive, 

·they lost s:i.ght of the objectives of serving the rural population 

and f'ocused their strategy on the big cities and the conunercial 

centres (Olashore 9 1983). Between 1893 and 1977, there were only 470 

bank branches in the country (Okorie~ 1985). The 470 bank branches 

were serving a population of about 80 million people (one bank 

branch per 170 9000 persons), and a territory of some 920 1 000 square 

kilometres, (one bank branch per 1 9 957 sq. kmo)o In comparison with 

the distribution of banks in other countries like United Kingdom 

(1:~,000 persons), Unite~ States (1:6,000 persans}, or Inclia 

(1:52,000 persons), Nigeria is worst supplied with banks" The 

statewise distribution of banks shows that Lagos state had the 

largest number of ban!~ branches and lowest bank branch to persons 

ratio., On the other hand, states· like Gongola 9 Niger, Bauchi and 

Bentlel had :few ba.nk branches and largest baruc branch per persons 

ratio (Olashore, 1983). 

Of all the banking offices in the country, only about 10 percent 
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were found in population centres of less than 25,000, thus suggesting 

that most o:f the banldng services were concentrated in the urban 

centres (Awosika and Nwoko, 1983). Most writers a.re of the view 

that the motivators of the indigenous commercial banks prior to the 

establishment of the "Rural Banldng Scheme" in 1977 had very li ttle 

consideration for the needs, interests and aspirations of the 

Nigerian,- most populated sector, the rural economy. 

The problems identified by some researchers tha.t constrained 

the pace at which ba..l'lking services can be brought to every nook 

an'd corner of the country includ~~ low income of the rural population, 

absence of durable buildings for banking purposes and high costs o~ 

erecting new ones 1 dearth of personnel in the banking industry and 

inadequate infrastructural facilities (Olashore, 1983). 

As a result, the structure and setting of banlc branch expansion 

witnessed a total neglect of the rural communities, where more tha.n 

80 percent of thè estimated 80 - 100 million people live. The rural 

banking s11rvey by the CBN in 1977 revealed that 1,126 rural communities 

which deserted batik branches did not possess a.ny (Bullion, 1979). 

Thus, in recognition of the gross inadequacy of banking fac:i.lities 

in the rural areas, the Federal Government enuciated the Rural 

Banking Scheme (RBS) policy as a panacea (Okorie, 1985). The scheme 

wa.s based on Okigbo; s Financial Revie,:1 Commi ttee' s report, which 

recommended. that the government should take an initiative aimed at 

compelling commercial banks to open branches in the rural areas 

(Okigbo,· 1976),, 
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The objectives of the rural banking scheme, included 

inter alia: 

(i) the encouragement of banking habits among the 

the rural population; 

(ii) the mobilisation of savings from the rural areas 

for the pu:ri1ose of channelling sruue to pro:fi table 

ventures; 

(Hi) the development of agriculture and agro-allied 

industries based in the rural area.s; 

{iv) the creati.on of equi-i;.y and loans for smallscale 

industries; and 

(v) the reduction in ·the rural-urban drift of 

young men and women (CBN, 1977). 

1.2 Problem Sta·tement 

As a result of the 1977 rural banking scheme policy? 766 

rural barik branches have been a.llocated to 28 commercial banks 

operating in Nigeria as at December 1986, to be established 

in rural areas in three phanes. Out of these, 466 b!'anches 

· ha,,re already been opened in two phases (1977 - 1984), in 

accordance with the RBS policy guidelines, the remaining JOO 

are expected to be established in the third phase (August 

1985 - Dccembor :!.989) (Okor:i.e, 1987). Under the scheme, CBN 

prescribes' annually the proportion of total bank credit that 
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must be allocated and loaned to the l'tlral customers for 

agricultural and rural development, among other credit 

guidelines (CEN, annual reports, 1978 - 1983). But since the 

inception of the scheme, little or no deta.iled study has 

been done to ascertain the &ctivities and operations of these rural 

branches; the effects and impacts on agriculture and n.u-al 

development; the extent the scheme bas achieved its original 

goa.ls 7 and its problems and constraints 9 if any .. Such a study 

is long overdue, and this research seeks to :fill the existing 

gapo 

1_ • .3 Reseru:-ch Ob,iectives 

The cardiruil objectives of' the study is to determine the 

impact of the Rural Banking Scheme (RBS) policy of the Federal 

Government on the rural sector, agricultural ànd non .... ag:i:·icu:lturalo 

Specifica.11y9 -the study will :fulfil the following sub--objectives; 

(i) review and analyse the activities and operations 

of thé sampled rural banks with respect to 

mobilising rural savings; 

(ii) examine the relevance of the policy establishin~ 

the scheme in light of the socio-economic 

cha.racteristics of the Nigerian rural sector7 

(iii) determine the effect of the séheme on the baru-d.ng 

habits of the rural dwellers; 
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6 

. (iv) in,restigate the contribution of rural banks 

to funding of agricultur~l and rural development; 

(v) ldentify the problems encountered in the sc}:leme 

implementation; and 
1 

(vi) · dra·w relevant inferences and make appropri~te 

recommenàations based on the findings. 

1011: Statement Of' '.1.Jypothesis 

The hypothesis to be tested is that the Rural Bm.~cing 

Scheme has not encouraged banking habits among the rural 

dwellers in A.nambra state. 
1 

, 1~5 Sighificance Of The Study 

'l'he da·l;a generated :from this study will undoubtedly provide 

a bench-mark inf'orma.tion about the effects, contributions a.~d 

impacts of the rural banking scheme to agriculture and :n-1rE1.l 

development in Anantbra sta.teo The study also provides 

information or,t the constraints and.potentials of the rural 

banldng sc:heme in agriculture and rural development. The 

findings of this study constitute a useful input into national 

rural ba.nki:ng policy :l:"evisions 9 general banking infonnation; 

and integrated rural development planning,, 
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1.6 Research Meth.odology 

1.6 .1 Instrument 

This is essentially a field study. Thus, in addition to 

a review of l:tbrary materials, hro stru.ctured interview 

schedules werè developed, validated and used to collect the 

required in:fonnationo The first questionnaire/interview 

schedule was directed at the rural banlc staff and sough't 

infonnation on: 

loan applications 9 approvals and disbursements by 

enterprise/subsectors/sectors; 

loan repayment and defaults; 

savings mobilisations through different types o:f 

accounts - savings, fixed deposits, current accounts; 

volrnnes o:f business transactions with respect to 

loan.s and adva.nces, deposits and withàrawals; number of 

people opening and closing accounts, etc .. , 

bànks overall perfonnance in terms of losses incurred 

or profit accruing; and 

problems encountered by the rural banks among others .. 

The second questionnaire/interview schedttle was directed at 

the rural dwellers (farmers and non-:farmers, as well as rural 

ba11k users and non-users), and solicited information on: 

pe1~~onal data (socio-economic characteristics) such as 

educatio:nal level, occupation, etco, 
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bankirig activitie:3 (such as types of accounts 

kept, Îrequency of ba.nk transactions, etca); 

application for bank loans made and the details 

thereof (whether loan applications were approveçl 

and disbursed; use of such loans 9 ropayment status 

etc.); 

effect of the rural bank branch on, respondents• 

, banking h.;:l,bits, saving habits and availability of 

cr.eèlit; . 

asse~sment.of the rural b~ branch performance and 

tmpact on the communi ty; . 

the problems the banlc users experience; 

the reasons for non•u.se of rural barùc branch facili ties 

by some rural dwellers., etc. 

io 6 .. 2 Sa.mpling Plan 

The study involved the collection of both primary and 

secondary do.ta .. A two-stage sampling :'design was a.dopted in 

selecting 200 TUral persons for the study, tha.t is, 20 persons 

to a local govèrnment area. In the first stage, a purposive 

semple of 10 communities with rural bank branches in 10 

different local government areas (LGAs) of the state was 

selectedo In the second stage, 10 secondary units/households 

stuck\ed in each cornmuni ty was selected through a systematic 
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random sample, using the village list, from thetraditional 

ruler for each connnunity as the saiu:i.ùing frame. As most o:f 

the rural.banks were reluctant to disclose the identify of 

their customers, the 10 barùc customers sampled were selectecl 

randoml.Y by visiting the bank on a business da.y and soliciting 

their co-operation. Those subjects that did not show 

su:ffièien·t interest were replaced wi th other randomly selected 

persans. 

The local government areas covered by the study and the 

rural banks sa.~pled are indicated in figure 1. 

' \ 

1.6 • .3' Data Collection 

The field work wa.s conducted simultaneously in all the 

LGA's, t-ri.th the assistance of six data 'o.ollectors. 'I'hese data 

collectors received a five-day training in interview techniques 

and on hm·1 to translate questions into local languages ( Igbo 

and Igbo dialects), before they went to the field. The field 

work wa.s closely supervised by the princip&l researcher. Th.ere 

are 13 commercial banks in Anambra state .. Eight of thèse 

banks have 4 6 rural branches distri buted over the 23 LGAs in the 

state .. Table 1 .. 1 shows the rural-urban distribution of' the 

different bank branches in the state. African Continental Baril,;: 

Ltdo has the largest nwnber of banlc branches while Progress 

banlc Limited has the least. 
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Table 1e1: Rural-Urban Distribution of Commercial Banlcs 
in Anambra State~ 1986. 

Number Nwnber 

Commercial Banks of,"Urban of rural Total 
Branches branches 

A B C 

1~ African Continental 
Bank Limited 13 io 23 

2 • Allied Bank Limi ted 3 4 7 

.'.h Bank of Credi t & 
Commerce International 
Limited 2 2 

4:., Cooperative & Commerce 
&nk Limited 9 10 19 

5. First Ban!~ Nigeria Ltd. 9 9 18 

6 .. International ·Be.n.k for 
W/Africa Limited 2 2 

7. Mercantile Bank Limited 2 2 

8. Natiopal Bank. Nigeria 
Limited 1 2 3 

9. Pan African Bank Limited 1 1 2 

10. Progress Ba1Lk Limited 1 1 

11. Savannah Bank Lirnited 1 1 

12 .. Union Bank Nigeria 
Li°mited 12 6 18 

13. United Bank for Af'rica 
Limited l• cr 11: 8 

Total. 60 46 106 

Source: Informa:tion from Banks' Head/Area Offices, 

10 

% of 
B to C 

D 

!1:305 

57o0 

o .. o 

52.6 

50 .. 0 

o.,o 

OoO 

66.7 

50 .. 0 

o .. o 

0.,0 

28i>6 

50.,0 

l,1:3 oll: 

Enugu, :i.987 
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1~6.~ ./µ1alytical Tech.nique and Mode! 

The data gènerated were analysed using appropria.te 

statisticel techniques .. The subjects were stratified into 

two groups, based on ba.nk users and non-ba.nk users 

cha.racteristics - an important impact factor, which the 

researcher believes is centrally rela.ted to the theme.of' the. 

study .. Bank users were those who had any tY:Pe of accounts 

with the rural bank branches or other banks (non-rural banks), 

while non-users were those who did not have any acco~t. with 

any ban.le. Similarly, the respondents were further sub-divided 

into farmers and non-farmers. This enabled the researcher 

determine and compare the impact of the rural banking EJp!-leme 

on the agricul tural and no11-agricul tural sectors of the :rural 

economyo 

Bi ,ra via te contingency tables wi th frèquency distr:i;bution.<:: 

by mmibers and percentages were used to summarize and presen-t 

da.ta on personal characteristics of the respondents. Multiple 

regression a.11alysis was used to measure the relationshii:, 

between volume of rural dwellers savings and some hypothesized 

explà11ato:;."Y variables., The eff'ect of some socio-economic 

factors and ban.king habits wes detenn:i.ned using the chi-square 

technique .. 

· The rnodel estimated is the volume of rural dweller~ 0 

savings modal .. The volume of rural dwellers savings function 

can be conceptualized in the implicit :fo:nn à.s represented below: 
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where 

Y;,,, U) 
:J 

( 1) 

Y = volume of mobilized, rural savings (i.eo savings 

; 13 

. \ 
c1eposited with t.he rural bran.ch); 

x1 = rural dweller 1 s distance from 

X = ri.i.ral dweller's average annual 
2 

x3 == major occupation; 

X4 = level of education; 

x
5 

= :number of' dependants; and 

U = errer term. 

ba:nk.; 

inconie; 

It was not certain!:. priori, the fuuctional :form the model will 

takeo Consequently, f'our functional forms were tested. 'l'hese include 

linear9 double log, semi-log, and exponential forms. ~ priori, 

variable X19 will have a negative coef:ficient, implying that the 

more the distance between a bank and the rural customer, the less 

the volume of savings. That is, there would be an inverse relation~ 

ship between the volï..une of rural dwellers 1 savings and the rural 

dweller's distance to the bank. Variable x
2

, is expected to·have 

a positive coefficient 9 implying that the higher the average annual 

income, the higher the voltune of' mobilized rural sa'\>--Ïngs. 

Dummy variables were used as proxies for the qualitative 

factors, .such aEi major occupation. The dummy takes the value of' 1 

and o, the value 1 was a.ssigned to rural dwellers who ha.d farming 

as their 1.ajor occupation, while O was assigned to non-fat·mers. 
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Level of education was measu:r.ed by the number of years spent 

in formal school., This variable 9 a p1·iori, was e:>q,ected to 

have a positive coefficient as level of educa.tion incroases 

one's avrareness and appreciation of the ii-npo:r.tance and 

opportunities offered by the banks. Consequently, it is 

expected to be positively sloped 7 implying that with higher 

level of forma.1 educat.ion, banking habit increases and volume 

o:f savings increases ceteris paribus. Variable x
5

, number of 

dependants 9 is expected to have a negative coefficient~ 

implying that, 11i th greater number of dependants, the rural 

dweller's volume of savings decreases, and vice versao 

In the model, Y represents the dependent variable while the X's 

the explanatory or independent variableso 1, 2 ---- 5 subscript 

identify the variable to which thèy are attached. 

1o7 Limitations 0~ The Stùdy 

This study had some limitations arising from severa.l 

factors. Some rural bank officials were reluctant to disclose 

iriform,,1:tion concerning their brulks. Others dema.nded clearance 

from their headquarters before they could disclose 'vital' 

information., The delays in granting such clearances :from -çhe 

hGadquarters, and thetime were serious limiting factorsc 

Sone rural dwellers were reluctant to volunteer information 

especially regarding their annual incomes, percentage of the 
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annual income saved, the type of account they operate, etc. In 

spite of the assurances by the principal researcher that the 

infonnation sought ha.d nothing.to do with ta.x assessment, some 

rural dwellers could not disclose any information. Sorne of the 

respondents who accepted to disclose information received question~ 

naires but could not be reached by the t:Lme tbey promised to supply 

the information sought. Others who wanted to assist did not I--..now 

i-rhat their annual incomes were., 

A research of this rw.ture requires a wider coverage, in terras 

of the number of rural bank branches and rural dwellars sampled. 

However 9 time and the uncooperating attitudes of the respondents 

constituted limiting :factors. The poo:r condition of the rural 

roads made some localities inaccessibleo Nevertheless, the limitations 

encountered were not in the least sufficient to make the study 

unproductive. 
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CHAPTER TWO 

LITERATURE REVIEW 

A lot has been ,~ri tten à.bout rural banking in Nigeria 

16 

since the scheme was launched in 19770 Papers have been pre­

sented, ,thile workshops 9 seminars, conferences and training 

courses have been organised by several banking institutes 9 

colleges and universities on different aspects of rural bankingo 

However, not much research work has been done on the area 

of the impact o:f the scheme on agriculture and rural deYelop­

ment in the stateQ 

2o1 Concept Of Rural Development 

Rural development has been variously definedo Hm·;ever, 

two key concepts are obvious - "rural" and 11 development 11 o The 

former connotes astate of backwardness or underdevelopment 

characteristic of' the majority of African or Third World 

countries engaged in agriculture~ The later deals with the 

phenomenon of mobilising human and material resources for the 

achievement of higher levels of living on a continuous basis 

(Ijere, 1987) o 

According to VoP. Die,jema.oh (1973), rural development 

is a 11process of not. only increasing the level of per capita 

income in the rural area 9 but also the standard of living of 

the rural population", the standard of livihg depending on 

CODESRIA
-LI

BRARY



17 

such factors as food and nutrition level, health, education, 

housing, recreation and security. Phillips (1973) on the other hand, 

sees the notion as connoting the condition and percentage of the 

labour force in the agricultural sector. Adegboye (1973) defines 

rural development as the 11 development of the rural people in such 

a continuous manner as to enable them to most effectively and 

efficiently utilize their intellect, technology and other resources 

for further·development of both themselves and their resources 11 • 

It is the view of the researcher that the main abjects of rural 

development are to~ 

(i) e:ffect substantial improvement in the social 

and economic life of the rural people; 

(ii) increase the productivity of the rural labour 

force; 

(iii) integrating and mobilising residents of the 

rural areas into definite social directions; and 

(iv) developing the rural area dwellers so that they 

can participate fully and benefit from the 

overall economic growth. 

There is dif:ficul ty in es·tablishing the eut-off points for 

the size of urban as against rural population; as well as that of 

the exact percen·tage of the labour or even the population in the 

rural areas due to lack o:f reliable census da.tao The United 

Nations (1973) described a rural area as one with a population 

density of less than 10 9 000 inhabitants and characterized by highly 

CODESRIA
-LI

BRARY



18 

integrated social systems, social values, attitudes, interpersonal 

relations and work habits. The Central Bank of Nigeria (CBN) did 

not attempt to define a rural a.rea but designated some communities 

as rural based on certain criteria (Lot, 1983). 

The word 11urban11 is defined as the focus of commercial, social 9 

civic life of a people, the major employment of trained labour 

force, and the majority of the. nation's educational and recreational 

facilities. The word 11rural 11 on the other hand, connotes a place 

with agricultural orientation, buildings are farm houses, barns, 

sheds and other structures of similar purposes. The urban area is 

the seat of government or administration, with possible slœns and 

insani ta.ry condi.tions.. The rural area is a collection of multiple 

farming dwellings and not totally unrelated nuclear families .. In 

a.dvanced cowrtries, because of improvements in infrastructure, it 

is difficult to d:i.stinguish an urban from a. rural areao In develop­

ing countries like Nigeria, the above distinctions are clear .. 

A rural area in Nigeria can be viewed as an area where 

agriculture fo.nns the main economic acti vi ty of the population~ 

while other acthrities like handicrafts (pottery 9 weaving 9 carving 

etc.) petty trading and other sma.11-scale enterprises forma 

seconda.ry business (Agu, 1983). The farmers operate uneconomic 

sizes of farms (less than 2 ha) for several reasons including lack 

of resources like capitalo This lack of capital stems from the 

absence of banks and other institutionalized sources of credit in 
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the rural area, thus the justification for establishing ·the 

rural ban.king scheme in Nigeriao 

2o2 .A~riculture And Credit Needs Of Farmers 

The E;Jmall-holders con.sti tute more than 80 per cent of the 

farming population in Nigeria (Olayide, 1980)0 They live in 

the rural areas, and opera.te in a context, of_increasing local 

population pressure, have a very small resource base resulting 

in a low standard of living. The small-holders are poor and 

rely to a greater extent on subsistence production (Ijere, 1986)0 

On the level of agricultural production by these small 

fanners in Nigeria, Olayemi (1980) observed the use of family 

labouri crude implements and dearth of capital as limiting 

factors to increased productivity. Generally, the problems 

of the Nigerian farmers have been extensively researchedo 

Several writers including Ijere (1979)i Ezeanozie (1973); 

Oluwasanwi and Ala.o (1965); Palmer and Ojo (1982) singled lack 

of credit facilities in the rural areas as the most critical 

problem limi ting the producti vi ty of the Nigeria.11 fanners. 

Vincent (1981), Adeyemo (1981), Chidebelu (1983) and Obiechina 

(1985) revealed that lack of capital is the major constraint 

to adoption of modern technology by the Nigerian farmerso La.ck 

of farm credit to strengthen the position of the farmer in 

disposing his farm produce was identified by Adesoye (1982) as 

a problemo The use of production credit, for instance, enables 
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the farmer tak:e full advantage of seasonal price varia.ti9i1 and 

· better bargaining power (Okorie, 1985) which lack of.it does not 

gtia.ranteeo 

Two sources of credit are available to the Nigerian farmers. 

These are: the infonnal sources (non-institutional) which include 

credits from friends, relatives 9 private money lenders and the 

merchant traders 9 the formal sources (institutional) include loans 

from c9mmercial and merchant banks. The two sources of credit have 

been e:i..-tensively researched. The merits and demerits of both have 

also been highlighted by various researchers. Sorne ,,.;ri ters including 

Miller (1975), Aneke (1981), Obiechina (1985) are of the view that 

inadequa.cies of the infonnal sources of credit resulted to most 

Nigerian farmers'not increasing their productivity, and did not 

guarantee Gfficiency~ The study by Ezeh (1974) on the credit needs 

of the Nigeria.n farmers shows tha.t there is a high demand for 

agricultural credit which in:formal sources cannot satisfy .. Ajayi­

Obe (1974) revealed that inadequate fanners not expanding their 

production beyond mere subsistence level~ Aneke (1981) found out 

that more than 90 percent of the farmers in Nkanu and Udi local 

government areas of Anambra. state resorted to informal sources 

for financing their agricultural a.ctivities while only 10 percent 

used the formal sources. 

Osuntogun and Akinbode (1980) revealed that one of the 

pioneer efforts at establishing an institutional source of credit 

through a national agricultural banl< was made during the 1962-68 
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development plan periocl., Hm.rever 9 the project ,ms not imp'.)emented 

due to the outbreruc of ·the civil waro In 1969, the government 

commissioned the World Ban.k to conduct a study for the establishment 

of a Nigerian Agricultural Bank .. The ensuing report - the Storeha.'11 

report - contained recommendations for the establishment of the ba.n..k 

to assist the Nigerian farmers in their credit needs .. 

Unfortunately, in spite of the existence of man.y other financial 

institutions, and the government agricultural credit guidelines, 

a greater percent.age of the rural farmers obtain their credit 

assistance from non-institutional sourceso The lack of acceptable 

collaterals ·by the :farmers constitute a major obstacle in securing 

agricultural loan from institutional sources (Abe, 1981; Okorie, 

1986). Besides ·the long administrative procedures, filling of 

numerous fonns, delays in disbursing such loans when approved by the 

institutional sources discourage many peasant farmers. Nweze (1982) 

revealed :froà: the study on credi t demand of fa.rmers in Anambra state 9 

that high costs of borrowing loans, such as collateral requirement, 

interest rate, transportation costs 9 and bureaucratie bottle-necks 

of the fonnal sources r-esul ted in most peasant farmers from going 

to the village money lenders and other informa! sources. 

Formal sources, on the other hand, constitute an important 

sources of credit to medium and large-scale farmers, who can read:Uy 

meet up with the requirements. The commercial banks prefer to lend 

to this category of farmerso All the studies reviewed point. to ·the 

fact that commercial banks cater for only a small proportion of the 
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Nigerian farmers' credit needso In order to ame'J!.:i.orate the 

situation, and provide the credit requirements of the fa:rmers 9 

the Federal Government of Nigeria through the CBN established 

the Rural Ban.king Scheme. 

Severa! approaches have been advocated worldwide for the 

development o:f the ·rural s.reas~ Some of these include: 

integrated rural development, land reforms 9 provision of basic 

needs aud the formulation of appropriate agricultural policies 

that will both enhance productivity and income in the rural 

areaso Olatunbosun (1975) stressed tha.t extending banking 

:facilities to the rural areas would stimula.te a.gricultural 

and rural development through the multiplier e:ffecto Extension 

of credit facilities to the rural farmers does not suffies 

the needs in fanu business but in addition, such facilities 

should be c_ombined with a programme to promote savings as a 

counterpart of a viable credit scherne. This is what RBS aims 

at achieving., 

2~3 T'he Crea;ticin Of Rural Banldng Scheme 

Conceptualization of rural banking -~~varies among 

cou..11tries .. Awosika and Nwoko (1983) are.of the vie-w that there 

is no unique ~1ay in which to develop a rural banking o This 

implies that there are varied strategies for developing rural 

banking especially in the Third World countries, including 

Nigeria.. lilhile some countries exte.nd banking _services to ·the 
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rural areas through commercial banks, co-operative societies, 

development banks, others do the same through established 

institutions (Okorie, 1986). Tanzania and Zambia .extend rural 

ba.nk.ing services to their rural communi ties through development. 

banks. Zimbabwe, China and Kenya provide rural ban.tdng services 

through regional co-operative unions. In Philippines 9 Indonesia 

and India~ rural banks are established institutions through which 

banking services are extended to the rural areas. In Ghana, a 

rural bank is strictly a unit ba.nk, owned, managed and patronized 

by ·the rural customers (Akuamoh and Agyemang, 1986).. In Nigeria, 

commercials banks branches are located in the rural communities 

to promote rural banking activities to the rural population~ 

Most of the developing countries have multi-agency approach 

to rural banldng (Okorie, 1986) o However 9 the basic philosophy 

of the rural banking _system is the sa.me in all the countrièso 

Ikoku (1986) defined a rural bank as 11 the placing of banking 

services at the disposa! of the rural communities by the banks 

designed for the purpose11
o This definition of rural banking 

will serve as the working definition of this study. 

The Nigerian economy, particularly the rural sector is 

11underbanked11 ., Thus 9 it was in recognition of the gross inade­

quacy of ba.nldng facilities in the rural a.rea.s, that the Federal 

Government enuciated the 11Rural Bankinç.i Scheme 11 (RBS) policy as 

a panacea (Okorie, 1985) in 19770 
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2~l1: Growth of Rural Bank Branches In Nigeria Under The Three 
Phases Of The Scheme 

The first phase of the RBS (1977-1980) in Nigeria required 

the eighteen commercial banks to open 200 branches throughout 

the countryo In identifying the centres designated as rural 

areas for the first phas·e·, priority consideration was given to 

local government headquarters throughout the federation. At 

least one bank branch·was allocated to the LGA that hitherto 

had no bank branch. Also the barlks which already had some 

rural branches were allocated f'ewer new rural branches. 

In order to encourage the commercial ·barlks comply with 

the CBN directives on RBS, some incentives were of:fered 9 which 

include: 

(i) waiving the requirement for the feaeibility 

reports as a pre-requisite for the establishment 

of rural bank branch; 

(ii) allowing the banks the monopoly of providing 

banking services in the allocated centres for 

a period of three years, starting from the date 

of opening the branch; 

(iii) allowing the banks to write off the capital 

costs of erecting o:ffice blocks and staff 

quarters within a period of three years; and 

(iv) exclusion o:f loans and advances granted by the 

rural branch during the first two years of 
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existence in the computation of growth ra.tes in 

loans and advances and the ratio of adjusted 

capital to loans and à.dvances (Nigerian Banking 

Annual Report 1984 - 1985, pp.110-111). 

25 

During the second phase of the RBS (1980-198li:)'I consideration 

for allocation ,,ms based on the size and branch network of the 

commercial banks throughout the country. 'l'wo hundred and sixty-six 

rural bank branches were allocated to the twenty commercial banks 

that participated in the scheme. The :first phase of the scheme 

recorded a performance of 94 percent in regard to compliance with 

the target. A total·of' 188 rural branches pout of the expected 200 

branches were opened at the end of June 1980 (Olashore, 1983)" 

Under the second phase, sixty-eight percent level of performance 

was recorded as at the J1$t December 198Jc The CBN had to extend 

the period of the second phase by a year, at the end of which 85 

percent of the 266 branches were openedo The problems associa.ted 

with the two phases of the scheme included problems of infrastructures, 

accommodation facilities, low level of economic activities in the 

rural areas, inadequacy of trained staff-and inadequacy .of·publicity 

on the role and functions of the rural bank:s. 

The third phase of the scheme was launched on ·the 1st of August 

1985, and is e~::pected to end on 31st of July 1989. Under this phase, 

300 centres have been identified and allocated to the 28 commercial 

banks operating in the country as of 1st August 19850 The criterion 
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used in identifying centres and a.llocating to the con~ercial hanks 

was based-on the size and network o:f the individµal connnercial bank,, 

While the oldest and biggest banks (First Bank of Nigeria, United 

Bank for A:frica, and Union Bank) wère allocated the highest number 

of rural branches (28 each), the'sma.llest à.ncl newest banks like 

Universa"i Trust Bank and Sokoto Co-operative Bank were.allocated 

the least number of' branches (5 each, see table 2.1)c Twenty-four 

rural branches have been operied by the end of 31st .December 198. 

undÉ!r the third phase ( Table 2. 1 ). , and a recent review of bank 

establishment by the CBN shows that 51 rural bank branches have. 

already been opened leaving 249 outstanding as at June 1987, under 

the third phase (CBN, 1987)0 

The distribution of the ruràl bank branches according to 

states under the .3 phases i:S indicated in Table 2.1 and the per­

fonnances of the individual participating banks û.nder the three 

phases are indicated in table 2.20 

A total of 766 rural bank branches were allocated to be 

opened within the 3-phases of the RBS .. According to our research 

findings, Anambra state tops the other states in the number of 

rural branch allocations. While the state alone had a total of 57 

allocations, representing 7.4 percent of the total allocations for 

a.11 the states 9 Abujm (FCT) has only 4 allocations~ which represents 

0.5 percent and Lagos state has 14 allocations or 1.8 percent of 

the total allocations. All other states were found to fall within 

a range of Jo4 percent to 6.9 percent of the total allocations 
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Table 2.,1: Statewise Allocation of Rural Banks' 
Brarlches Under the 3-Phases of RBS 
(1977 .. 1989) 

States Phase I Phase II Phase III 
(1977-1980) (1980-1984:) (1985-1989) 

Anambra 19 19 19 

Bauchi 10 15 17 

Bendel 9 15 16 

Benue 8 12 15 

Borno 12 15 16 

Cross.River 7 17 17 
Gongola 15 13 15 

Imo 14 21 19 
Kaduna 3 12 15 
Kano 18 14: 18 

Kwara 6 12 16 

Lagos 2 8 4 

Niger 5 8 13 

Ogun 10 9, 15 

Ondo 16 ··19 17 

Oyo 16 18 19 

Plateau 10 13 15 

Rivers 9 12 13 

Sokoto 11 14 17 
Abuja (FCT) 4 

Total 200 266 300 

27 

Total 

57 

42 

40 

35 

4J 

41 

43 

54 

JO 

50 

34 

1l1: 

26 

34 
52 

53 

38 

34 

42 

4, 

766 

· Source: Information From CBN Annual Report and Statement 
of Accounts (various issues). 

% of 
Total 

7.4 

5.S 

5o2 
4 .. 6 

5.6 

5.4 
5.,6 

7.1 
4.o 
6.5 

4 .. 4 

1.8 

3.4 
l1:.l:1: 

6.,8 

6.9 

5.0 

4.4 

5 .. 5 

0.5 

100.0 
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unçler the 3-phases of the scheme (Table 2.-1) .. 

According to ·:rable 2. 2, a total of l.1:81 rural bank branches 

were opened under the scheme at the end of December 1986. First 

Bank Nigeria Limited, one of the three les.ding banks in the. 

country 9 opened a total of 77 rural branches from a total number 

of 105 rural branches assigned toit, while Union Banlc of Nigeria 

Limi ted established 64 branches and United Bank for Africa 63', 

out of the 91 and 87 branches allocated to them, respectively. 

Universal Trust Banlc 9 Sokoto Co-operative Bank, Progress Bank~ 

Oweni Bank, Nigerian International Bank, Lobi Bank, Habib Bank; 

and Commerciale Bank (Credit Lyon) Limited are yet to open 

rural bank branches. 

2.5 Commercial Banks' Lending To AAriculture 

In spite of the government efforts to boost agriculture 

by creating the RBS to solve the credit needs of the fa:nners 

in particula.r, the commercial banks have continued to deny the 

fànners from benefitting sufficièntly from such good intended 

policy., It is evident from table 2.J that the loans and 

a.dvances to the agricultural sector which is the life wire of 

the country up-to-date have eontinued to fall below the 

prescri bed minimum target ,; 

One of the objectives of the RBS aims at achieving is 

not only to compel the commercial banks to establish rural 
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1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
1li. 
15. 
16. 
17. 
18. 
19. 
20. 
21. 
22. 
23. 
24. 
25. 
26. 
27. 
28. 

Table 2.2: Branch Alloc·ations And Banks Perfonnances Under The 3-Phases of RBS 
(1977-1989) 

Allo- No. corn- Allo- No. opened No. of No. ope_ned 
cation .pleted cation at at alloca- as at 
under at the under 31/12/8 tions 31/12/8 
phase I end of phase II under 

phase I nhase III 

African Continental Bank 16 16 19 19 14 1 
Allied Bank of Nig. Ltd 6 ·6 7 7 11 1 
Bank of Credit & Comm. 6 6 16 
Bank of the North Ltd. 6 6 19 19 14. 2 
Comm. Bank (Credit Lyon) 5 
Co-operative Bank Ltd. 5 3 8 6 9 
Co-op. & Comm. Bank Ltd. 7 4 8 8 9· 3 
First Bank of Nig. Ltd. 40 39 37 37 28 
Habib Nig. Bank Ltd •. 6 
Int. Bank for W/Africa 11 10 13 13 15 1 
Kaduna Co-op Bank Ltd. 3 J 6 6 5 2 
Kano Co-op Bank Ltd. 6 4 6 3 5 
Lobi Bank Nig. Ltd. 6 
Mercantile Bank of Nig. 3 3 6 6 8 2 
National Bank Ltd. 15 15. 19 19 10 2 
New Nigerian Bank Ltd. 4 4 9 9 8 2 
Nig. Arab Bank Ltd. 7 5 6 5 9 
Nig. Int. Bank Ltd. 5 
Owena Bank Nig. Ltd. 6 
Pan African Bank Ltd. 5 5 6 J 5 
Progress Bank of Nig. 5 
Sl!IVannah Bank Nig. Ltd. 7 7 11 11 14 
Societe Generale Bank 6 6 15 
Sokoto co...:op. Bank 5 
Union Bank 27 27 36 36 28 1 
United Bank for Africa 27 27 32 32 28 4 
Uni ve~ ·~Rl Trust Bank 5 
Wema ! ' _.·\ e 5 4 6 6 6 3 ---·· 

:::oo 188 266 257 300 24 __ ......__,, .. _. 

Source: CDN Annual. Re11ort &. Statement of Accounts, 1986. 
-.:' •--:'. 

.. . ,, _,,·.., u.; 

Total 1st, 2nd 
•. ,•, 

and ·Jr~ .pha'se::J· -
198 

(allocated) (Opened) 

49 36 
24 14 
22 6 
39 · 27 

5 
22 11 
24 18 

105 77 
6 

39 25 
14 11 
17 9 

6 
17 11 
44 36 
21 15 
22 12 

5 
6 

16 8 
5 

32 18 
21 6 

5 
91 64 
87 63 [\) 

5 '° 
17 14 

766 481 

. - ·.; .. :~. _..,._ .. · .. _,.,."". ___ ........ -. 
;:'.i :~ - ...... 
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branches, but also ·co direct them grant a certain proportion of 

their total loana.ble funds to agricultural sector which is the 

mains-ta.y of the Nigerian economyo Such will not only enhance the 

a.gricultural productivity of the rural farmers but will ia.lso 

30 

inculcate in them good banking habits, and the eventual rural develop= 

ment of the economyo 

Table 2.3: Commercial Banks Loans And Advances to 
Agriculture (1976-1986) N million 

Total Total % of' Prescribed Performance 
Commercial loan to agric loan minimum index 

.) 

Year 
Banl.:s Loans agrico to total loan % % N sector 

1976 2122.9 7606 3.7 6 1 .. 7 

1977 3074:.6 13901 4o5 6 75.0 

1978 11:109.7 224 .. 5 5o5 6 91.7 

197<j iJ:62l.1:.l.i: 329 .. 6 7 .. 1 8 88.8 

1980 63~9 .. 1 462 .. 2 7o3 8 91.3 

1981 8582 .. 9 590a6 6 .. 9 8 86.3 

1982 10275oJ 786.6 7o7 8 96oJ 

1983 11093.9 940.4: 8.5 10 85,,0 

198l.i: 11503.7 1052.1 9,,1 10 91 .. 0 

1985 12170~.3 1310.2 10.8 12 90o0 

1986 15701.6 1830.3 11~7 15 78.,0 

Source: Computed From Various Issues of CBN Economie And 
Financial Review (1976-1986)0 
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The CBN in i"l~s agricul tural policy drive increased the 

minimum percentage of loans and advances to agricultural sector 

from 6 percent in 1976 to 15 percent in 1986 (Table 2o3)o But 

a.ccording to the table the perfonnance o:f the commercial ba.nlcs in 

that regard have been fluctuating from 91o7 percent in 1978 and 

96 • .3 percent in 1982 which dropped to 78.0 percent in 1986. The 

conunercial bank.s have att:ributed their poor perfonnEl!lce to the 

paucity of bankable ventures in the rural areas, and lack of 

acceptable collaterals by the rural farmers, and the characteristic 

high risk syndrome attached to funding of agricultural projects. 
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CHAPTER THREE 

S0C10ECONOMIC CHARACTERISTICS Oli' RURAL DWELLERS 
IN AN.AMBRA STATE 

Jo1 The Study Area 

32 

Anambra state occupies an area of approximately 17 7 675 

square ki1ometers 9 which repres~nts about 1.9 percent of the 

926,983 square kilometers total land area available in Nigeriao 

There are 23 local government areas (LGAs) y,ith a total of l.i:/1:i 

officially recognised autonomous communities in the state 9 

and the population is es·Hmated at 6.2 million (Anembra state 

Official Document Noo ~ of 1987). 

The state is bounded in the south by Imo state, in the 

north. by Benue state, Cross River state in the east, and Bende! 

state in the west. It is located between latitudes 5°11:5 1 and 

7°N end longitudes 6°4.o• and 8°28• E .. The major urban centres 

in the sta.te are Enugu, Onitsha, Abakaliji? Awka and Nsukka., 

These five urba.n centres constitute the 5 major agricultural 

zones in the state., Abakaliki agricultural zone consists of 

the following LGAs: Abakaliki, lshielu, Ikwo and Ezza; Awka 

zone includes A'tl/ka. 9 Njikoka and Aguata; Enugu zone includes 

Udi, Nlœnu, At·,gu~ Ezea.gu and Oji River; Nsuklœ. agricultural zone 

is made up of Nsukka., Isi-Uzo, Uzo-Uwani, Igbo~Eze and !gbo-Etiti; 

wh:i.le Onitsha. ag1~icultural zone consists of Onitsha, Anambra~ 

Idemili, Nnewi and Ihiala Local Government Areas .. 

In tenns of climate, the state belongs to the southern 
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rainforest zone of Nigeria, which falls within the third cJ.imatic 

region., This zone has three ·months in which ra.infall is !ess 

than 60 trim and a mean annual rainfa.11 which ranges between 1,875 mm 

and 2500 mm. However., a greater percentage of' the ra.infall occurs 

between April and September of every year, with a short break in 

Augustv often referred.to às 'August break 1 • 

Ana.mbra state has a rich and vast agricultural and mineral 

resources. Fanning is the predominant occupation of about 80 per 

cent of the population~ who live in the rural areas. Crops such 

as yams, cassava 9 rice, maize, cocoya.ms, and oil palm are cultivated 

in abundànce, though the average f'ar.n size distribution ranges 

from 0.1 ha to 2 hectares, which 1w.turally ·Could not gua:r.antee any 

increased level of agricultural productivity. Other secondary 

activities like petty trading, carving, weaving, pottery 9 palmwine 

tapping 9 carperitcy, etco, are practised by most of these rural 

dwellers in the state., 

Ana.mbra state has a rich cultural interitance and reflected in 

the dialects; the rich cultural festivals and the flourishing of 

such cultural festivals like masquerade festival characteristic 

of a tribewith a highly integrated social organisetiono A greater 

proportion of the productive age group reside in the commercial 

centres within and outside the state but always corne to the aid o~ 

their rural areas in execution of many self-help projects. 

The rural banking scheme (RBS) was introduced among other 

reasons to provide an additional source of funds to the rural dwellersQ 
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In An~.mbra state 9 there are 106 bank branches made up of 60 urban 

bank b:ranches and 46 rural branches (Appendix II)., Of the 106 brank 

branches 9 Onitsha WA al one has 27 branches, following by Enugu vti th 

20· branches, Abakalild and Nsuklœ. have 6 branches èach, wh.ile in 

other LGA's, which are typically rural areas have between 1 and 2 

(Appendix I). 

The socioeconomic chara.cteristics of any group of people is 

an important detenni:nant of their banking habitso Banking habit was 

perceived as the number of times a rural dweller visitecl the rural 

bank to transe.et any banking business in a ye,!U'o The explanatory 

variables surveyed and which were believed to have significant 

influence on the rural dwellers ba.nking habit include: age dis­

tribution, level of education, type of occupation 9 distance of banlc 

to the rural dwellers residence, transportation cost per trip to the 

barn;:, average time spent in the bank, percentage of income saved and 

quali.ty o:f rural ban.lev s services. The effects of some of these 

factors on the rural d1·1el lers banking ha.bit were analysed using the 

chi-square ru1.alysis and the results presented in Table 3., 1. The 

degree of correlation between the regressand and the regressors 

(independent variables) as iridicated in the volume of rural dweller•s 

savings model is analysed using the multiple regression technique in 

chapter four .. 
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Tablé J.1: Chi-square Analysis of Banking Habit (Y) 

and Explanatory Variables (xs) 

Banking x1 x2 X X4 X x6 X 
habit (Y) J 5 7 

2 x· 
0.05 3.72 69.88 27.1±9 56.16 cal. 10.12 2.30 11.50 

2 ' 
16.92 25.0 7.81 79.1 J6.4 40.1 16.92 X 

tab. 

degree of 
frèedom 9 15 3 . 66 24 27 9 

decision accept accept accept accept accept reject accept 

The variables in table J.1 are defined as follows: 

x2 
2 

cal. 0.05 = computed value of X at 5% level of· significance 

x2 
. tab 

x1 

x2 

x.3 

X4 

x5 

x6 

x7 

X8 

= critical value of x2 
(chi-square) 

= age of the respondent (yrs) 

= level of education (yrs) 

= major occupation, measured with a dumrny variable 

= distance to the bank (km) 

= transportation cost per trip to the bank (N) 

= average time spent in the bank (hr) 

= percentage of incarne saved (%) 

= quality of rural bank's services measured 
with durnmy with values O or 1. 

xa 

J.12 

7.81 

3 

accept 

The computed chi-square values were compared with their critïcal 

values at 0.05 level of significance. The dec_ision rule used can be 

stated ap follows: 

i 
'. ; 

\ 
.J' 

;·.1 

'[; 
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Reject Ho: if x!al > x2 otherwise accept. 
tab 0.05, 

3.2 Age Distribution 

Age of the rural dwellers was considered as an important 

façtor affecting their banking habits. However, the result of 

the chi-square analysis shows that age of the respondents did 

rtot af'fect their banking habits·. This is confirmed by the non-

significance of age in the chi-square analysis depicted i_n 

· · 2 ./ x2 t o 05 · · · · Table 3.1 in which X l"- t b a . level of s1.gn1.f1.cance. ca a · 

The null hypothesis in this case is therefore accepted, implying 

that the effect of' age on banking habit is not significant. 

The age distribution of the rural dwe_llers indicated that 

most of the respondents fell within the ages of '*1 and 50 years 

while on_ly.8 percent fell within the ages of 21 to JO years 

(Table J.2). 

Table ·3.2: Age Distribution of Rural l)wellers 
in Anambra State, 1987. 

Age of Absolute Relative Cumulative 
respondents frequency freqùency frequency 

21 - JO yrs. 16 a.o 8.o 

31 /,i,Q yrs. 65 32.5 '*o.o 

'* 1 - 50 yrs 85 L.i:3.0 83.5 

51 - 60 yrs. 33 16 .5 100.0 

Total 200 100.0 
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Level Of Education Of The Rural Dwellers 

Thé Ievel of education of the rural dwellers interviewed 

is presented in Table 3.3. The table shows that the modal 

class is_59, implying that the greatest number of the rural 

dwellers in the "state had fonnal education up to a standard six 

certificate level or first school leaving certificate level. 

Only about 20 percent of the interviewed rural dwellers did 

not have any forma! type of education. 

Tab.le 3.3: Level of Education of Rural Dwellers 
in Anambra state, · 1987. 

Educational Level 
Absolute Relative Cumulative 
frequency frequency frequency 

No formal education 40 20.0 20.0 

Std. six certificate/first 
sëhool leaving certificate 59 29.5 49.5 

Govt class 4/WASC/GCE 36 18.0 67-5 

Teachers Grade. 'l'wo Certificate 31. 15.0 BJ.O 

OND/NCE 12 6.0 89.0 

HND/B.Sc 22 11.0 100.0 

Total 200 100.0 

Source: Field Survey, 1987. 

Education was identified as a factor which affected the 

rural dweller's banking habits. This is because education does 

not only create a favoura·ble mental at_mosphere for the r. . ,.,·tance 

of new ideas-but positively changes the overall attitude of the 
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of .the indi v'idual towards life and progress. The adoption of 

new ideas, techniques and innovations to improve rural life has 

been found to depend largely on educational, economic and socio-

cultural standards of the people (Lionberger, 1960). 

The result of the chi-square analysis shows that level of 

education of the rural dwellers did not affect their banking 

hà.bi ts. The...!!!.. priori expectation is that as the level of 

education increases, banking habit of the rural dwellers also 

increase. The non-significant influence of the level of 

education on banking habit could possibly be explained literally 

from the working definition of banking habit as stated in this 

study •. The implication is that a rural dweller does not 

necessarily increase the number of times he visits the bank in 

a year to transact any banking business as his level of education 

·increases. The rural dwellers cultivated banking habits possibly 

as a result of informa! education, such as the intensive 
. . 

enlightenment programmes mounted by the various government 

agencies and the commercial banks, which created awareness of the 

existence and services offered by the rural banks. It is the 

view of the researcher that such a strategy does.not require 

higher levels of forma! education by the recipients before they 

are appreciated. 

Major Occupation Of The Rural Dwellers 

Farming is the major and dominant occupation of the rural 
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dwellers in Anambra state. The study revealed that some of the rural 

dwellers sampled had secondary occupations in order to augment the 

meagre incarne from farming, where it is the major occupation. 

Table J.4: Major Occupation Of Rural Dwellers 

occupation 

Farming only 

Farming and trading 

Farming & any other (except 
trading) 

Trading 

Artisan (self employedJ 

Civil servants (govt. employees) 

Total 

Absolute Relative Cumulative 
frequency frequency frequency 

53 26.5 26.5 

69 34.5 · 61.0 

20 

35 

5 

18 

200 

10.0 

17.5 

2.5 

9.0 

100.0 

71.0 

'88.5 

91.0 

100.0 

As indicated in Table 3.4 above, 26.5 percent of the rural dwellers 

sampled in the state had farming as their only occupation, while ~-5 

percent combincd farming with some other form of business activities. 

The chi-square test carried out to detennine the influence of major 

occupation on. the bankin·g habits of thé rural dwellers showed a 

non-significant influence at 5 percent level. This follows from 

the accepta~ce of the null hypothesis since x2 <. x2 
at 0.05 level 

cal tab 

of significànce in table J.1. The value of computed chi-squar, . ,.,.JO) 

is less than the critical value (7.81) at 3 degrees of freedom. The 

implication is that major occupation of the respondents has a 
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non-signif'icant influence on their banking habits. 

3.5 Other Factors That Affect Rural Dwellers Banking Habits 

Sorne of the factors (!!_ priori) expected to influence the 

rural dwellers banking habits include: the distance of the rural 

bank .from the rural.dwellers rèsidence; transportation costs per 

trip to the bank to transact any banking business; the percentage 

of annual incarne saved; the quality of the rural bank's services 

as perceived by the rural customers; and the average time spent 

in the bank in .transacting any banking business. 

The result of the survey shows a non-significant influence 
. . . 

of all the aforementioned factors (except the averaQe time spent 

in the bank in transacting banking business) on the rural .dwellers 

banking. habits ( see Table J. 1) • It was fourid from the survey 

that the distance of the rural banks from the.rural dwellers 

residénce ranges from less than 1 km to 10 km; the cost of 

transportation to th bank ranges from 50k to N4.50; while the 

percentage of annual incarne saved ranges from less than 20 per 

cent to 40 percent. The.rural dwellers were asked about their 

perceptions of the quality of the rural bank.'s services and 

their responses measured with a dummy variable. The average 

time spent fn the bank by the rural dweller in transacting any 

banking business was found to have a significant influence oh 

his banking habits. The implication is that the rural dwellers 

increased their banking habits with lesser time spent in· transact-

ing ,any banking business, ceteris paribus, the reverse was also tru, 
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CHAPTER FOUR 

PERFORMANCE OF RURAL BANKS IN ANAMBRA STATE 

In analysing and assessing the perfonnance of a project, 

several rneasures are used. However, the choice of any rneasure 

depends on a rnix of variables such as the type of. the project, 

objectives of the study; availability of appropriate data; and 

the general applicability of the measure (ükorie, 1986). Thus, 

the dègree of compliance in rural branch establishment and the 

granting of loans and adyances by the rural banks are used as 

measures of perfonnance in this study. 

l.r. 1 · Rural Bank Expansion In Anambra Sta te Un der · The Three Phase·s 
Of RBS 

In Anarnbra state, six commercial banks participated in the 

first phase (1977 - 1980) of the rural banking scheme. The state 

was allocated 19 rural branches to be opened within the phase. 

At the.end of June 1980, 18 out of the 19 assigned branches were 

opened (Table·L.r.1). A breakdown of the allocations to the part1-

cipated banks shows that African. Continental Bank and Co-operative 

and Commerce Bank had the lion's share of 5 branches each, while 

Pan African Bank had the least nurnbe~ of branches allocated to 

it. All the banks established the branches allocated ta them, 

except the Co-operative and Commerce Bank Limited that opened l.r 

out of the 5 assigned tait. In general, the scheme achieved 

a 95 per cent performance under t_he first phase in the state, wi th 
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respect to compliance with the CBN directive on rural -branch es:tablish-

mei;lt. During the second phase. (1980 - 1984), 19 centres were again 

identified and allocated to commercial banks-in the state {see Table 4.i) • 

. . 
Table 4.1: Commercial Banks' Allocation And Compliance 

In Anambra State Under The 1st and 2nd 
Phases (1977 - 1984) Of RBS. 

Phase l (1977-1980) Phase II (1980-1984) 

Cominercial Banks 

African Continental Bank 

Allied Bank 

Co-op. & Commerce Bank 

First Bank 

National Bank 

Pan African Bank 

Union Bank 

United Bank for Africa 

Total 

No. of 
No. 

alloca-
opened 

tions 

5 

5 

3 

1 

2 

3 

19 

5 

4 

3 

1 

2 

3 

18 

Perfor­
mance 
ratio 

% 

100.0 

80.0 

100.00 

100.0 

100.0 

100.0 

No. of 
alloca:.. 
tions 

3 

3 

4 

2 

2 

1 

19 

Perfor­
No. mance 
opened ratio 

3 

3 

2 

2 

1 

19 

% 

100.0 

100.0 

100.0 

100.00 

100.0 

100.0 

100.0 

100.0 

Source: Information From Nigerian Banking Almanac, 1985/86. 

As indicated in the table above, African Continental Bank and First 

Bank were allocated the highest number of branches, while United Bank 

for Africa had the least number of allocation (i.e. 1). All the 

br,-anches were established within that phase, thereby the scheme 
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re~rded a 100 percent perfonnance in .the state. The locations 
< 

of :,the conunercial banks in the local government areas of the state 

are
1 

indicated i~ Appendix I. The distributio.n of these conunercial 

banks in the state shows that out of the 106 branches in the 

sta,te, ACB has a total of 23 branches, followed by Co-operative 

and Commerce Bank with 19 branches, Union Bank and First Bank 

with 18 branches each, while Progress Bank and Savannah Baru~ have 

only 1 branch each 'in the atate. Also, Appendix I revealed that 

Enugu and Onitsha local government areas have the highest number 

of bank branches in the state. They have 20 and 27 bank.branches 

respectively, while Ezza, Ezeagu, Ihiala, Ikwo, Igbo-Etiti and 

Udi local government areas have 1 bank branch each. Appendix II 

shows the rural-urban distribution of the 106 bank branches in 

the state by local government areas, as at January 1987. A total 

nurnber of 60 bank branches were located in urban centres while 46 

were in the rural areas. 

The allocation of rural bank branches for the third phase 

(1985 - 1989) shows that Anambra state again was assigned a total 

of 19 rural branches (see Table 2.2). The phase took off on the 

1st of August 1985 and will end by the J1st of July 1989. Seven 

out of the 19 allocated branches to the sta,te have.already been 

opened as at January, 1987. 

4.2 Savings Mobilisation 

Three types of accounts are kept by the rural customers with 
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the comniercial banks. These types include: Current account, Savings_, 

account~and Fixed deposit account. The current account is operated 
:! 

through :the_ use of cheque books issued by the banks to the customers. 

This type of account àttracts an interest charge against the customer 

·operatfng i t. On the o_ther hand, the banks pay the holders of savings 

and fixed deposit accounts interests. 

Banks 

A 

B 

C 

n· 
E 

Table 4.2: Type of Account Kept and Amount Deposited 
by Rural Customers 

No. of customers who Total amount deposited 
operate the a/es. by type 

.Cur- Sav-
Fixed. Fixed 
deposi t Total Current Savings 

rent inqs deposit 

8748 6650 185 . 15583 2486572 4944448 3793500 

4639 11638 13 16290 3084338 1175498 48500 

1391 5098 JO 6519 595803 1549340 2357143 

3612 4080 143 7835 790975 6364218 2455101 

1327 3860 14 5201 4084397 3560401 150000 

Average 
· · annual 

Total deposit 
per bank per bank 

11224520 --iti,03065 

4308336 1077084 

4502286 570035 

9610294 1781756 

7794798 1299133 

F 10218 1961 47 12226 1351907 10578858 257200 t2187965 2437593• 
' 

G 5121 5681 ·54 10857 2342780 1249898 7290999 10883677 1554811i 
1 

H 793 2417 18 3228 2960150 5541629 8608827 17110656 4278413i 

I 896 7457 133 8486 5469647 9181577 689000 15340224 2556704. 

J 36jo 18443 387 ·.22460 2384240 8019718 3133445 13537403 16922121 

Total 40375 67285 1025. 108685 25550809 52165635 28783715 106500159 18650806'; 

% 
Total 37.2 61.9 0.9 100.0 24.o 49.0 27.0 100.0 

Source: Field data, 1987. 

It is evident from the study as shown in table 4.1 that some of 

the rural bank customers maintained more than one type of account. A 

total holding of 108,685 accounts were maintained by the rural bank 

~( 

" 

t'". 
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customers with the sampled rural banks in Anambra state. This 

consist$ of 40,375 (or 37.2 percent) current accounts, 67,285 (61.9%) 

savings:and 1,025 (0.9%) fixed deposit account. A further analysis 

of the holders of the accounts shows that those who operated the 

current type of account were mostly non-farmers_. This includes 

traders, civil servants, private business ·men, self-employed, etc., 

while the farmers èonstitute the majority holders Ôf the savings 

account. The survey further reveals that majority of the rural bank 

customers maintained savings account while only a very small number 

held fixed deposit account. 

The significant number of these·rural bank customers who 

maintairied accounts with the rural· banks is an evidence that the 

scheme (RBS) is performing satisfactorily in the state. This is 

further backed by the large sums of deposits collected by these rural 

banks in the state. The average annùal amount deposited with the rural 

banks in the state ranges from H570,035 to N4,278,413 per year (see 

Table 4.2). This gives a value of H26,221,610 to N196,8o6,990 for 

all the 46 rural bank branches in the state. Çonsidering this huge 

sum of rural deposits with the rural banks in the state, the RBS is 

considered as rnaking significant impact on the rural dwellers, parti­

cularly in the area of mobilisation of the rural savings which are 

channelled to productive ventures. 

In order to. determine the degree of mobilisation of the rural 

dwellers savings, four functional forms were used for the multiple 

regression analysis. These were linear, semi-log, double lo~ and 

expone_ntial functions. 
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type of occupation represented by variable x
3 

has negative 

coefficients in equation (1) and (2) but positively signed for 

equations (3) and (4). The coefficients of x4 are wrongly signed 

in equation (1), (2) and (4)o The variable x4 is correctly signed 

in equation (3), while the coefficient of Xe= has the correct signs 
;) 

in all the four equations (see Table l.1:.4) o 

Table l1:c lJ:: Summary of Regression Resul ts 

Eq11 .. Constant 
No. tenn 

X 
1 

·. 2 
-.·,R DW 

1 -299.,60 -56095 
(0 .. 80) 

-264.02 
(0.27) 

-2J4o50 -46.76 Oo61 54084 2o04 
(2.08) (0.297) 

2 

3 

0 .. 0068 

70687 

000255 

-25807 
(o.44) 

-0 .. 013 
(2.86) 

0 .. 0708 
(1.31) 

000002 0.0496 
(8 .. o) ( 10.53) 

10028 
( 10. 6) 

0.0027 
( 6.,05) 

-101 .. 4 
(1.19) 

-2Jo9 Oo5J 57012 2o24 
(0.62) 

0 .. 0122 000262 
(4 .. 11) (1.73) 

0.,75 5'J.,73 2.12 

0.0644 000965 Oo70 7o14 2o18 
(J. 68) (Oo95) 

Note: Below each variable is the coefficient and 
corresponding t-ratio in brackets. 

On the basis of signs of the parameter estima.tes, the e:x:ponential 

functional f'orm represented in equation (J) possesses correctly signed 

coefficients or estimates for all the variablesQ Thus in equation 

(3)~ x1 , the rural dweller's distance to the ba.nk (km) has a 

negatively signed coefficient·as stated in chapter one~ while x
2

, 
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_ReAression Analysis Results 

The estimated equations which are the final resul ts of',. the 

ana.lysis are presented below based on the·OLS regressions of the 

specified model.; 

· (1) The Linear Equaticin: 

y= ·-299c6 - 56o95X1 + 1.77X
2 

- 264.o2X
3 

Co.Bo) (9a88) (Oa27) 

- 234o50X4 - 46o76X5 
(2.08) (0.297) 

2 
R = 0.61 -2 

R = 0.,59 

DW = 2.04 

(2) The Semi-logarithmic Equation: 

Y= - Oo0068 - ~58a7X1 + 9069X
2 

- 947.,7x
3 

(o.44) (8.49) (1 .. 54) 

- 101.t!XL ~ 23 .. 9x
5 1 .!, 

ü.19) (0.62) 

-2 R = 0.51 

F* = 57.12 DW = -2.,21.:: 

(3) The ExponentiaJ. Equation 

Y= 70687 - Oo01JX1 + 0.0002X2 + 000496X
3 

(2.86) (B~o) (10.53) 

+ Oo0122X4: + 0.0262X
5 

(4011) (1o7J) 

2 
R = 0.75 -2 

R = 0.,70 

F* = 57 ... 73 DW = 2.12 
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The Double logarith.~ic Equation: 

y= . ""' 0.0255 + o .. 0708x1 + 1 .. 028x2 .... o.0027x
3 

(1.31) (10.6) (6.05) 

+ ·0.064L-..X ' 4 + 0.,0965X
5 

(J.68) (0"95) 

R2 0.70 
-2 o.68 = R = 

F* = 67"' 1l1: DW ::: 2.18 

The figures irnmediately under the parameter estimates are the 

corresponding t-ratios of tµe estimates., 2 The R, coefficient of 

multiple detenni~..a.tion measures the degree of variation in the 

regressand explained jointly· by the regressorso 

st~tistics, R
2

9 adjusted for degrees of freedom~ 

-2 
R i s the summary 

It is also a 

meàsure of the goodness of fit. of the estimated equation. F* is 

the variance ratio, used to test the statistical significance of the 
1 

joint impact of the regressors on the reg:ressand., DW is the 

Durbin-Watson statistic, used to test for the presence or otherwise 

of auto-corrclàtion. 

Evaluation Of The Estimates 

(i) Econo:nic criteria: The algebra.ic signs and magnitudes of the 

parameter éstimates were examined -ëo determine the el.-tent the 

directions of the influences of the various explanatory variables 

on the dependent variable conform with the a priori theoretical 

expec~"l.tions as statedin chapter oneo The ex.aminations show that 
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rural dweller 1s average annual income (N) has a positively signed 

coefficient a.lso as sta"hed" The implication is.that with increase 

in the rural &·1eller's average annua.l income 11 all things being equa.1 7 

the volume of' his rural savings increases, ànd vice versao The 

variables x
3 

and x4 are positively signed, while x
5

, numbeT of 

dependants of the rural &.eller is negativ~ly signed, all in con­

formity with the a priori expectations stated in chapter one. 

(H) Statistical criteria: This seeks to evalua.te the statis-t:i.cal 

reliability of the estimates of the parameters of' the 

regression model. F-test and t-test are used to make such 

analysis. \füile F--test is Ùsed to dètermine the overall 

significance of the regre:2.sion equation model, the t-test 

is used to invié}~;t.igate the significance of the individual 

parameters (coefficients)~ The results of the various tests 

are prescnted in tab~e l1:a4~ 

Decision rule, 

Ho~ b = 0 

Ho: b * 0 

Reject HO~ i:f F cal)> Ttab at 0 .. 05 level of significance, otherwise 

accept. 

accept. 

Also for the t-test, re,iect Ho: if t 1), t. b otherwise 
ca ,:;a 

'l'he null hypothesis implies that the estimated coef:ficients are 

all eque.l to zero and statistically not significant. Whereas, the 
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alternative hypothesis implies that not all the estima.tes are 

zero-i and their joint effect on Y is significantly different from 

·zero. Based on the decision rule, the null.hypothes0s are rejected 

and the alternative ones àccepted for thè F-tests 9 for ail the 

equations, The observed F-ratios 9 F*~ were grèater than the 

theoretical F-ratio? li', at · the 0.05 level of significanceo · 'The 

implication is that all the regression equations ar~ statistically 

significanto 'l'he explanatory variables (X1 0 • " • . X5) as 

contained in the 
.. 
_equa.tions 1 - ~ d~ actually have signi fican.t 

influence on tbe dependent variable (Y)" 

In the case o:f the t-test, two tailed tests are usually 

conducted by comparing the observed t-ratio, with the theoretical 

t-ratio at n-k degrees of :freedom. The observed t-ratio is equal 

to each parameter es~imate divided by ~ts standard error. In this 

study however, only one tailed test is conducted, since the economic 

cri teria already considered provides us wi th a priori e:i."J.)ectatiobs 

regarding the signs of the coefficients of the economic relationship. 

CONCLUSION 

The resuH~ of' the F-test which explained the joint influence 

of all the explana:tory variables on the volume of rural dwellers 

savings is statistically significant i~ all the four equationso 

The result of the analysis also confirms that only equatio:ns (.3) 

and (q,} have a liigh R2 , coefficient of multiple co~relation of 75 

percent and 70 percent, respectively. 
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·. Based on the cri~t~ ~a useèf'to )Y~~/ the signi:ficance of ·the 

estima.tes, eauations (1) .. ,' a '}---arr<(A1/are dropped while 
- ·," Üi'l:) \.\ ·./ ....... __ _ ___ _____.-/ 

equa.tion (3), the exponential functional form is -' considered 

appropriate in explaining the volume of rural dwe11er 0s saving 

model. The variation in the ex-plana tory variables in the 

regression model accounted for a 75 percent of the variations 

in the dependent variableo The unexplained e:ffects on the 

volume of rural dwellers savings could possibly be c.ccounted for 

by the average time spent in the bank for transactions which 

was found to have a significant influence on the rural dweller•s 

banldng habits in this study, and other avenues for savings 

utilized by these rural dwellers in the area of studyo 

4:.,3 Other Avenues For Savinçi And Obtaining Credits 

The sources of capital/credit for :financing business 

activities by the rural dwellers, as well as avenues for savings 

include the iru:;titutional and non-institutîo:nal sources. The 

institution.al source include loans from the commercial ban!-cs, 

while the non-institutional sources include money from previous 

savings, loEUis and gifts from oney lenders 9 friends and relatives~ 

loans from co-operative societies, Esusu, social clùbs; age 

grades, e·tc. ·rhe resul t of the survey shows that most q:f the 

respondents resorted to their previous savings as thei!' major 

source of' finance, while very few obtained loans from ·the 
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commercial banks (see table 4.5)., The significance of this is 

tha.t in spi te o:f the government efforts to compel commèrcial banks 

to establish' in the rural areas and extend their credit fàcilities 

to the rural dt';ellersi some of the rural dwellers prefer · non­

institutional sourceso 

Table 4.5: Sources ·Of Finance Of Rural Dwellers In 
: Anambra. State, 1987 

Source / 
Frequency 

Money from previous 3aviugs 179 

Loans and gifts from friends/relatives 59 

Loans from co-operati-.re societies 37 

Loans from Esusu, soci::i.1 clubs, age grades 2li: 

Loans from village money lenders 18 

Loans from commercial batùŒ 14: 

Others 5 

TotaJ_ 336 

Som·ce: Field d..~-ta, 1987 
*Does not add to too bec.ause of multiple answers. 

% of 
200 

89.5 

29.5 

18.5 

12.0 

9.0 

7.0 

2.5 

:168* 

Table l.;,.5 revealed that 89e5 per cent of the respondents resortcd 

to their prev:tous snv::.ngs while les/3 than 30 percent utilizcà. otb.er 

avenues. Only about 7 percent bencfitted from the commercial banks 

as most othcrs could ~ot tender acceptable 'collaterals and other 

conditions requiretl? which the non-institutional sources did not 

consider as pre-r€:quisites for granting creàit assistance~ 
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Tab~e 4.6: Credit and Advances to the Rural People 

average average ratio of Deviation ratio 
average 

annual annual annual from of agric average 
annual 

Ba$s 
-annual loans & loans & loans & loans & pres- loan to 
deposits 

advances 
advances advances advances cribed other 

N N 
to agric to other to annual 40% sectors 
sector sectors deposits 

H H 

A* 1403065 575256-7 27037.0 548219.7 41.0 +1.0 4.7 

B 1077084 409291.9 12688.0 396603.9 38.0 -2.0 3.1 

C 570035_ 182411.2 138814. 9 43596.3 32.0 -8.o 76-1 

D 1781756 659249.9 34281.0 624968.7 37.0 -J.0- 5.2 

E 1299133 558627.2 64860.0 493826.4 43.0 +3.0 11.6 

F 2437593 682526.0 54602.1 627923.9 28.0 -12.0 B.o 

G 15354811 _ 575280.1 87442.6 487837·.5 37.0 -J.O 15.2 

H 4278413 1625796. 9 48773.9 1577023 38.0 -2.0 3.0 

I 2556704 1055918.8 39069.0 1016849.6 41.J +1.3 3.7 

J 1692212 666732.0 22669.0 644063.0 39.4 -0.6 3.4 

Ave- 1865080.6 ,699109.07 53023.75 646091~20 37.5 2.5 
rage 

Source: Field data, 1987. 

*A to J cannot be traced to any. rural bank. 

Ourfindings show that the rural banks granted 37.5 percent against 

the CBN 40 percent, of the total deposits collected in the rural 

areas in Anambra state (Table 4.6). This performance is less than 

the prescribed minimum target by 2.5 percent points, on the basis of 

which the null hypothesis is accepted while the alternative one rejected. 

However, three rural banks exceeded the CBN 40 percent prescribed 
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minimum by lo/o, Jo/o and 1.Jo/o respectively. One of the ·rural banks 

o~ly granted 28 percent of her total deposits as·loans and 

advances to the rural area of operation. On an average perfonnance, 

the rural banks in the state recorded a 94 percent achievement 

with respect to granting of loans and advances to the rural 

centres (37.5o/o of CBN 4<1%). This is regarded in this study as 

a satisfactory performance. The lending pattern of the rural 

banks to agricultural sector shows that apart from bank 'C' that 

concentrated 76.1 percent of her total loans and advances to the 

agricultural sector, other rural banks granted only J.O percent 

to 15.2 pe~ cent of their total loanable funds to agricultural 

s~ctor (see table 4.,). This poor performance of the rural banl<.s 

towards funding of agriculture has-been attributed to the riskiness 

of the enterprise among other factors. 

4.4 Other Services Rendered By The Rural Banks 

A commercial bank is in the business of buying money (savings 

and deposits) and selling money (loans and overdrafts) for 

profit. In so doing it performs the economic function of 

mobilising and channelling funds to productive ventures .and 

projects (Jawando, 1985). The common services provided by the 

rural banks to their customers ·include: keeping of accounts; 

handling of cash and provision of draft; safe-keeping of valuables, 

lending of money including offering advice on its investment; 

and collection of rents and acquisition of shares on behalf of 

\ 

',; ,) 
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their clients. None of the rural banks sampled offerèd foreign 

exchange transactions to their customers. The study found out 

that these rural banks instead refer their potential customers 

to their urban.branch or their headquarters. 

f 4-.5 Encoura11ement Of Banking Habits_ 

The null hypothesis (Ho): that trùral banking scheme has 

not encouraged bank.:ing habits among the rural dwellers in Anambra 

. 2 
state was tested using the chi-square test (X). Banking habit 

is defined in this study as the number of times the rural dweller 

visits the bank in a,year to transact any banking b~siness. The 

banking transactions includ,;making deposits, withdrawals, 

payments, etc. 
2 

The X test used measured the discrepancy existing 

between the observed ·and the expected frequencies.. The details 

of the calculation is shown in Appendix III, IV and V. 

The rural dwellers were asked whether they acquired banking 

habits th.rough the RBS or not. The number of the respondents that 

agreed are presented in column A of table 4,.7 while those that werè 

of different views in·column B. 

Table 4,.7: Number of Rural Dwellers and Banking Habits 

ura 
banks 
represented 

A* 

Total 

*those who 
**those who 

A B C D E F G H I J Total 
% of 
total 

18 1J 20 14, 12 18 18 15 10 16 154- 77.0 

0 6 8 2 2 5. 10 4- 4,6 23.0 

20 20 20 20 20 20 20 20 20 20 200 100.0 

Source: Field data, 1987 

agreeô that they acquired banking habits through RBS 
did not agree. 
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A x2 
analysis gives a calculated x2 

value of 25.51 while ,the 

t~bulated value of 0.05 level of significance is J.JJ. On the basis 

of the decision rule, to reject the null hypothesis if the calculated 

2 
X was greater than the tabulated value, otherwise accept, the null 

hypothesis was rejected, while the alternative was accepted. Thé 

implication of the acceptance of the alternative hypothesis is that 

the scheme has encouraged significantly, banking habits among the 

rural dwellers in the state. 
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CHAPTER FIVE 

PROBLEMS AND PROSPECTS OF RURAL BANKING SCHEME IN 
ANAMBRA STATE 

Commercial Bank's Perspective Of The Problems 

57 

The problems of rural banking as identified by this study 

which existed in the first and second phases of the scheme and 

still exist in the third phase include: poor staffing and man­

power development in the commercial banks; lack of patronage and 

high operating costs; and lack of. the necessary infrastructural 

facilities. 

5.1.1 Poor Staffing And Manpower Development 

The survey·of the rural banks' expansion programme and their 

personnel requirements in the state revealed that these rural banks 

·are poorly staffed. Thé staff strength of the various sampled 

rural banks in the state as shown in table 5.1 when compared with 

their numerous rural customers, show a poor bank staff to customer 

ratio. For instance in bank A, the bank staff to customer ratio 

is 1:1542 persans while in bank J, it is 1:2100 persona. The 

least ratio is observed in bank H, where the bank staff customer 

ratio is 1:_221 persons. This is considered as a poor ratio and 

support the claims by most of the bank staff that they are over­

worked. Most of these staff have to put in extra working hours 

in order to meet up with the demands of the profession. 

Secrindly, the quality of the staff which is considered as 
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a, isingle most important element in the successful ope·ration of; any 

b~nk, is not satisfactory. In a complex and rapidly changing economic 

condition like ours, it is demanding for all the banks' staff to be 

aware of the responsibilities entrusted on them and provide efficiently 

the financial services to the rural dwellers for which they were 

established. 

· Table 5.1: Staff-Customer Ratio of Rural Banks 
in Anambra state, 1987 (per yr.) 

Commercial 
average 

Staff Staff-
banks 

number of 
strength customer rural 

customers ratio 

A 13876 9 1:1542 

B 4849 15 1;323 

C 4699 9 1:522 

D 12001 11 1.: 1091 

E 8559 25 1: Jl.1-2 

F ·13547 14 1:968 

G 11606 12 1:967 

Ji 1764 8 1:221 

I 7616 10 1:762 

J 23100 11 1:2100 

Total 101617 124 1:820 

Source: Field data, 1987. 

The study also found out that most of these bank staff did not 

possess the relevant qualifications suited for the profession. Most of 

CODESRIA
-LI

BRARY



the staff were either West African School Certificate holders or 

possessed degrees in other ·fields not related to banking. : It is 

not enough for these banks to invest in inanimate objects such 

as computers and new offices, investment in human capital reqùires 

a greater attention. With such an investment in training and 

development, the banks can provide the right type of people and 

service to improve on the performance of banking institutions in 

the country •. 

Ih most of the rural banks sampled in the state, the staff 

employed lacked the basic, and sufficient in-service training •. 

This is quickly discernible when one·engages into any _discussions 

or seeks assistance fr.om such·staff, and_particularly, at :the 

management level, the staff did not appear to enjoy as much 

benefits in pay and training as their urban counterparts. The 

consequence is very obvious, the rural banks are ill-equipped in 

manpower and cannot cope with the increasing demands of their 

numerous rural customers. 

5.1.2 Lack Of Patronage And High Operating Costs 

The smallness of rural deposits makes it difficult for the 

rural bank branches to operate effecti'vely andprofitably. This 

poor situation as revealed in table 5.2 shows that only banks A, 

F, and G made an average annual profit of HJ67160.25, N12J17.4 

and N1048200 respectively. All the othèr rural banks did not 

make.any profit sin:ce their operating costs were higher than 
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thefreturns (see Table 5.2). 

Table 5.2: Operating Costs and Returns of Rural 
Banks in Anambra State, 1987. 

Commercial 
banks 

A 

B 

C 

D 

E 

F 

G 

H 

I 

J 

average. 
annual opera­
ting costs 

N 

1,64,J, 2.38. 75 

77,750 

229,750 

14.3,443.1 

2,213,500 

135,996.3 

15.3 ,ooo 
831,000 

366, ~o 
2,170,249 

Source: Field data, 1987 

average 
annual income 
(returns) 

H 

2,010,399 

27,750 

161,750 

93,510 

1,260,333 

148,313.7 

1,201,200 

571,500. 

138,833 

178,803.6 

average 
annual profit 

N 

367,160.25 

-50,000 

-68000 

-49,933._1 

-94.3, 167 

12, .317 .4 

1,048,200 

-259,500 

-227,817 

-38,221 • .3 

The reason for the poor performance of these rural banks could 

possibly be attributed to the nature of the rural economy. A rural 

ecohomy in Nigeria is predominantly agrarian, while other activities 

like handicrafts (pottery, weaving, carving, etc), petty trading and 

other small scale enterprises forma secondary occupation to augument 

the meagre income from agriculture (Agu, 1983). The farmers operate 

uneconomic sizes of farms (less than 2 ha) due to lack of resources 

and fragmentation of the land. Most of these farmers regard farming 

as a way of life and notas a business. The result of the small-scale 
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. ' 
-· ~ nature oÎ the rural economy is the high average costs of 

,_ 

production (services) for the banks participating in the scheme. 

5.1.3 Insufficient Infrastructure 

.!<: 
i:: 
aj ·t:: 

<+-t .0 0 

There is t~e lingering problern of lack and inadequacy OÎ 

infrastructure in the rural areas~ A survey of the Îacilities 

enjoyed by the rural banks in Anarnbra state shows that 7 out OÎ 

the 10 rural towns where the banks are located used plant gene-

rators as alternative source oÎ electricity supply. There are 

Table 5.3: Survey ÜÎ Facilities In Rural Banks 
>, Location in Anambra State, 1987. 
+' 
•r-1 Q) Ul i:: ...... (1) 
(.) i:: Ul 1 .!<: 0 M Cl Ul Ul i::: •r-1 0 (1) i:: 0 . ..; s: ttl i:: ...... M (1) (1) 1,., 

0 •r-1 ... >, ..c: (.) (1)1 0 ê i:: ttl +> ... Q) •r-1 Q) ttl (.) ... 0 
M +' 1 +' M o. •r-1 (.) •r-1 0 .0 <+-t •r-1 ::l Ul (.) Q) ~ (.) (.) •r-1 +> .D 1,., i::: C B· (.) o. Q) > •r-1 +' 0 •r-1 <+-t 'O 1,., 'O ,..; (.) ... ttl •r-1 > i:: Q) (1) ): s 01 

(1) o. M ... M _aj (.) +> ... ttl i:: ttl <+-t aj ttl A 'O ... Q) A +' 0 M ::l Q) (1) 0 +' (.) et! 0 +' 0 <+-t 0 <+-t O. O. Ul Q) Q) (.) •r-1 et! E-i 1,., M i.:i Ul E-i Ul P. Ul < 'O <+-t Ul u 0 1,., 0 Ul .._, ~ Ul .._, o. ): 
A plant none none inade- poor inade- Expen- none 

quate quate sive 

B plant Il Il " " Il Il Il 

C " " " . " " Il Il Il 

D " " present Il " " Il Il 

E " present none " " Il Il Il 

F NEPA Il " Il Il Il Il Il 

G NEPA Il present " " " Il " 
H NEPA Il none Il Il Il Il Il 

I plant none Il Il Il Il Il Il 

J plant none " Il Il Il Il Il 

Source: Field survey, 1987. 

no telephone services in 6 of the rural areas, while police 
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~ station is located in only 2 rural centres (see Table 5. J) • Most 

of the banl-.s staff have to reside in nearby urban centres due 

to inadequate accommodation in the rural areas. The condition of 

the rural roads are poor while none of the rural areas where the 

banl-.s are located has pipeborne water. 

These make it problematic for the commercial banks to 

opera te in the se rural areas. Moreover, .the ·deplorable situation 

prevents the establishment in such areas, of other industrial and 

service firms whose presence would make the location of rural 

baMs attr·acti ve. The absence of these infrastructures increase 

the rural baMs' operating costs. For instance, the situation 

whereby those rural banl-.s have to pure.hase generators as al ter-

native to NEPA supply of electricity increases their operating 

costs. These lack of infrastructures militate against the 
~ 

effective performance of the commercial barù-.s in the rural areas. 

5 .2 Rural Customers' J::>erspecti ve Of The Problems. 

Most of the rural dwellers encounter some problems and 

difficulties which hinder their effective utilization of the 

services provided by the rural baMs. Sorne of the problems 

revealed by the study include: collateral requirements, high 

interest rate charges, inadequate loans and advances when granted 

and the delays in their disbursement. 

5.2.1 'Rigid' Collateral·Require~ents 

The conditions under which the commercial banks grant loans 
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1and advances (credit) to the rural customers sometimes militate 

'against the effective demand by the rural dwellers. Sorne of these 

• requirements which the rural dwellers described as 'rigid' 

include: legal mortgage on landed properties (TPG), guarantee 

by at least two reputable members of the society known to the 

banks, the CBN guarantee scheme fund (ACGSF), feasibility report 

of the intended venture, certificate of insurance policies and 

· ta~ clearance receipts. Sorne of these conditions can only be 

met by a few of the rural dwellers, hence the insignificant 

number of custoiners granted loans and advances by the rur_al banks. 

The inability of the rural dwellers to satisfy these rural 

banks requirements for grant of credits possibly explain the 

rural banks reluctance. to comply fully with the CBN directives 

on credi t guideli_nes. 

5.2.2 High Interest Rate Charges 

Interest is·the price paid for the use of money or capital, 

and the rate is that ratio of interest to the borrowed capital. 

This suggests that interest is the reward for parting with 

liquidity for a specified period. The commercial banks charge 

interest on the loans and advances granted to their customers. 

The Central Bank allows .the commercial banks to determine the 

interest rates which are displayed in their business premises 

to create awareness to their customers. Table 5.~ shows the 

interest rates(%) charged by the banks for the periods 1985 

emt:1-:&c 
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Table 5.4: Interest Rate (Percent) Charges By Commercial Banks 

(i) 
(ii) 

(iii) 
( i v) 

(v) 

( vi) 

( vii) 

( viii) 

Minimum Rediscount Rate 
Treasury Bill Issue Rate 
Treasury Certificate (1 year) 
Treasury Certificate (2 years) 
Federal Government Stock 
4-8 years maturity 
9-14 years maturity 
15-20 years maturity 
21-25 years maturity 
Deposit_Rates (commercial banks) Savings Deposits 
Time Deposits with 7 days notice 
Time Deposits for one month 
Time Deposits for 1-3 months 
Time Deposits for J-6 months 
Time Deposits for 6-12 months 
Time Deposits :for over 12 months 
Lending Rates: Maximum 
Agricultural Credit Guarantee Scheme 
Residential Housing costing not more than H100,000 
Agricultural Production 
Specialized Institutions: 
Federal Savings Bank - Savings Deposit Rate 
Nigerian Industrial Development Bank (Lending Rates) 
Nigerian Bank for Commerce and Industry (Lending Rates) 
Nigerian Agricultural & Co-op Bank (Lending Rates for 

Agricultural Production) 
For Agricultural Commodities Marketing 
Federal Mortgage Bank - Savings Rate 
Lending Rates 
(i) Residential Housing 

(ii) Commercial Property 

*Mininum Time Deposit Rates 

10 
8% 
9 
91h 

10}2-121h 
1(M 

101h 
11% 
1~h 

9% 
81h 
9 
9% 
()}2 

. 9}( 
10 
13 
8-9 

'1h 
9 

glh 
101h-13 
10-13 

8-9 
9}2 

<1h· 
<Jh-13 
glh 

13 

1986 Oct 
·1986 :., .• ,-:, .. ~,...·· . 

10 
81h 
9 
9)2 

101h-121h 
101h 
101h 
11% 
12% 

<J1h 91h 
8% 81h* 
9 ) 

9}~ ) 

9)6 ) Negotiable 
914. ) 

10 ) 

13 15 
8-9 10-11 

<J1h 11}2 
9 ·11 

9)2 <J1h 
10}2.-1J 12%-15 
10-134· 12-15 

8-9 10-11 
<J1h 11% 
<ffi . 9}2 
9}2-13 11%-15.. 
<J1h 11% 

13 15 

Source: CBN annual report and statement of accounts 1986. 

Cl' 
,!:"-

· .. 
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and 1986. But following the restrictive monetary policy ;of the 

CBN, there was a general upward revision and deregulation of 

the interest rates. 

The minimum rates of interest payable on savings and time 

deposits were revised upwards from 9% and ~h percent in 1986 to 

11 and 12 percent in January 1987 respectively (CBN, 1987). 

Although banks were allowed to negotiate with their customèrs 

. higher interest rates on time deposits, the maximum lending 

rate fixed at 15 percent in October 1986 was retained at that 

level. Considering the nature of the rural dwellers enterprises 

and the meagre incarne, the thoughts of many that the lending 

rate is high appears to be reasonable. Many of the rural dwellèrs 

interviewed revealed that they have been constrained from 

borrowing from the commercial banks because of the 'high' interest, 

whièh they have to pay on the sum borrowed. 

5.2.3 Inadequacy Of Loans And Advances 

:- ,.-·;. ·,: . ~ 

Most of the rural bank.s did not disclose the total amount 

of loans and advances requested by the beneficiaries. Table 5.5 

gives infonnation on the average annual number of loap applicants 

and the number that benefitted. The survey shows that only about 

4:7.4 percent of the loan applicants were granted some amounts 

which fell short of the sum requested. The inability of the banks 

to grant all the requests for loans and advances has been 

attributed to the lack of acceptable collaterals by the applicants 
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·.Table 5.5: Rural Banks' Loans And Advances, in 
Anambra·State, 1987. 

average average 
Ratio 

Total 
annual annual 

of B 
annual 

No. of No. of amount Banks 
loan bene-

to A 
requested loan 

% applicants factors (N) 
(A) (B) (C) (D) 

A 63 33 52.4 NS 

B 57 20 35 .1 NS 

C Bli- 72 85.7 1,025,000 

D 66 22 33.3 NS 

E 146 68 46. 6 1,650,000 

F 133 35 26.J NS 

G 133 100 75.2 NS 

H 62 32 51.6 NS 

I 63 33 52.4 NS 

J. 312 115 36.9 NS 

Total 1119. 530 47.4 

Source: Field data, 1987. 

NS: Not supplied 

and the risk of default. 

66. 

----------·~· 
Total 

Ratio 
annual 

of D 
amount 

to C 
approved 

% (N) 
(E) 

575250.7 

·Li,09291.9 

182411.2 17.8 

659249.9 

558627.2 33.9 

682526.0 

575280.1 

1625796.9 

1055918.8 

666732.0 . 

6991090.7 

The effect is that most of these rural dwellers resort to other 

sources like village money lenders, friends and relatives where those 

requirements are not demanded. The inability to benefit from the 

institutionalized credit facilities invariably would discourage many 

from developing banking habits. 
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·5 • .'.3 i .\ Government/CBN Implementation Problems 
' 

Sorne problem_s which are encountered by the Central Bank 

.! in the implementation of the rural banking scheme include: 

difficulties in enforcing compliance with the directives on RBS, 

provision of adequàte incentives and personnel problems. 

-5.3.1 Enforcing CompliaricE? With The Directives 

The Central Bank because of the unattractiveness of the 

rural economy ind the serious implications of the neglect of 

agriculture, and the rural economy devise strategies aimed at - - . . .· . 

. ensuring compliance with its directives by the commercial banks. 

Hi ther~o, because of the risk:f natur·e of the agricul tural ventures, 

commercial banks are reluctant to comply with the CBN directives. 

The CBN on the other hand, finds it difficult to impose strict­

sanctions on the defaulting banks (Umoh, 1986). Most of the 

indigenous c.omrnercial banks are controlled by the state government 

and individual shareholders, which poses a problem in enforcing 

compliance with the CBN directives. Most of these banks only 

establish in the commercial centres where there are viable projects 

to finance, while those ·that are not of a particular state origin 

refuse to establish in such rural areas of the state. Most fi# 

of the shareholders insist on profit motives for èstablishing 

their banks which cannot be derived in the rural areas (especially 

the new banks). They ·resist efforts by the CBN to compel them 

to establish in those rural areas. 
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5.3.2 Provision Of Adequate Incentives 

\ 

The Central Bank cannot provide all the necessary incentives 

required before the commercial banks could establish in any rural 

area. Absence of adequate incentives tend to deter some commercial 

banks parti~ularly the ones that ·are not state-owned from 

establïshing in the rural areas, where there are no bankable 

ventures. However, some of the incentives promised by thè CBN 

y,ere not provided (Umoh, .1986). This again discouragea some banks 

who would have established in the rural areas. ·The Central bank 

should provide realistic incentives which would spur the'.commercial 

banks to comply with the directives on RBS. The CBN through the 

government could assist a bank. to acquirè land in the rural areas., 

~ssist in the mass enlightenment programmes in the rural areas 

about banking services, etc. 

5.3.3 Lack Of Adequate Personnel in CBN 

The CBN laèks adequately trained staff to execute most of 

its policies, and implement particularly the RBS directives 

(Umoh, 1986). The CBN is required to examine and oversee the 

operations of the commercial banks and ,other financial institutions 

to ensure that its credit guidelines are complied with. ·Secondly, 

the quality of existing personnel in the CBN contribute-to the 
----::'!" 

difficulties encountered. Okoye (1987) observed that the politics 

of recruitment of the staff particularly at the top and inter­

mediate levels contribute to the problems encountered by the CBN. 
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Any recruitment of staff which does not satisfy some minimum 

criterion_g.f competence, suitability and honesty puts the per­

formance of the bank at great risk in achieving its objectives 

on the rural banking scheme. 

5.~ Prospects Of Rural Banking Scheme 

The Nigerian banking system has came of age and has fully 

matured and blossomed. Th~ logistic problems of the RBS not-

wi th.standing, the challenges apJ)ear to be a peg on which .ta hang 

hope for effective and result-oriented development of the rural 

areas. The scheme has a bright future particularly as there 

abound a lot of fortunes in these rural areas. 

5.4.1 CBN/Government Support 

The·incentives given by the Central Bank and the government 

ta the commercial banks provide enough attraction for these .,s 

to establish in the rural areas and become fully operat. .,.L • 

These incentives enhance the achievement of theo obje, ;,s of 

the RBS. The efforts of the government in the&. rural 

development provide en_ough encouragement. for tL. :1ks to .,>..1.op. 

.Since majority of the population live in these rural at·:·,is,. one ·-
cannot but agree wi th Ajani ( 1983) thar. rnoney res<è" abound in 

the rural areas, which when mobilized by the bü .. .-~s increases tüe 

prospects of the scheme. Most of the rural banks have made 

significant contributions to rural development. 

\ 
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Recently, the First Bank launched a H100 million co(Jllllunity 

farming scheme, airned at aiding srnall-scale farrners "either as 

individuals, groups or co-operative societies, wit_h a maximum 

facility of N5,000 per individual within the group or society, 

wi thout any forrn of collaterals 11 (First Bank; 1986). The Co-

operative and Commerce Bank apart frorn financing individuals, 

focuses on co-operatives. The bank is currently financing over 60 

rural agricultural co-operative projects located in Anambra 

and Imo stat~s atone. The projects are sm~ll-scale and worth 

over N50_million (Okoye, 1987). Exarnples of other proJects in 

rural areas being financed by other bànks could be cited. But 

the list is not exhaustive, it only gives an insight into banks 

contribution·towards the development of the rural areas, hence 

the bright prospects of the RBS. 

5.~.2 Increase~ Banking Consciousness 

The location of rural banks in the rural centres acts as 

catalyst in creating banking consciousness arnong the rural inha-

bitants, who are encouraged to patronize such bank.s. Our study 

indicates that the RBS has encouraged b,anking habits among the 

rural dwellers. The scheme has necessitated the conunercial banks 

to establish their branch network in the rural areas and allocate 

some proportions of their deposits to the rural centre~ The 

services offered·by these rural banks have also irnproved, thereby 

encouraging more rural dwellers to patronize the banks. 
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6.1 Summary 

The primary concern of the study was to assess the impact 

of the rural bank:ing scheme on agriculture and rural development 

in Anambra stateG The significance of the study stemmed from the 

need to assess end determine the perfonnance of the scheme after 

a decade of its existence. As a necessary background some lite­

raturé related to the study were reviewed. It was found that most 

of the previous works did not cover the areas highlighted in this 

work. 

The socioeconomic characteristics of the rural dwellers in 

the state were analysed. The study found out that such factors 

like age, level of education and type of occupation of the rural 

dwellers did not have significant influence on their be.nking 

ha.bits. The average a.rmua.l income of the rural dweller was found 

to influence significantly, the volume of rural savings. 

Most of the rural dwellers in the state acquired banking 

habits through the rural banking schemeo The scheme per:formed 

well in the state during the first and second phases in the area 

of rural branch establishment~ the third phase also has a promising 

prospect. The study identifies srnile qualitative effects of ·the 

scheme·on the rural inhabitants in the state., It has generated 

a high degree of awareness and consciousness towards improved 

banking inç'lustry particula.rly in the rural area.s. It has weakened 

the rural-urban financial dualism. Moreover 9 by encouraging the 
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monetization of the rural economic actîvity, it has sensitized 

that sector to monetary and fiscal control measures. 

The presence of banks in the rural areas has made them more 

accessible to the rural farmers and others, thereby reducing 

~astage of valuable time in travelling to urban centres for 

banking transactions. The scherne has brought into focus the 

need to provide basic amenities like good roads, telephone 

services, and security services in the rural areas. The rural 

banks forrn the nuclei for the rnodernization and industrialization 

of the rural sector because they attract ancillary services and 

encourage the establishment_ of industries in such areas. 

The scheme however, did not achieve the prescribed minimum 

stipulation by the CBN in the granting of loans and advances, 

particularly to the agricultural sector in the state •. Sorne 

,problems were identified which hindere_d the performanc·e of the 

scherne. ln spite of these problems encountered in the imple­

mentation ~f the.scheme, the study makes some sugg~stions based 

on i ts-.findings which may lishër a brighter. pro·f,;°ped; .. for the 

scheme in the state. 

6.2 Reconunendatiuns 

The following suggestions are made in order to fully realize 

the ob.jecti ves of the rural banking scheme; introducing more phases 

of the scheme, enf'orcing strict compliance by the commercial 

banks, introducing more incenti ves, providing dnfrast1?ucturat•:1.:·' 
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education of the rural dwellers, supervisio_n and monitoring 

of the activities of the banks. 

(i) Introducinb more phéses of the scheme: The study found out 

that the 4,6 rural banks in the state are serving 80 per 

cent or more of the estimated 6.2 million people that live 

in the rural areas. This gives a bank branch to persans 

ratio of 1:107826 persans. This is considered as a very 

poor ratio. 

Considering therefore the numerous demand from 

corrununities, associations, town development unions and 

individuals for bank branches in their localities, and the 

"under-banked" nature of the economy, more phases of the 

scheme should be implemented. The timing of the phase 

should be such that will not impair the viability of the 

banks-in the process. 

(ii) Enforcin~J compliance by the commercial banks. Sorne of 

the commercial banks did not comply with the CBN directives 

on the HBS. It is suggested that the CBN should impose 

strict santtions on the defaulting banks. For instance, 

those banks that did not grant the prescribed arilount of loans 

and advances should be forced to deposit/forefeit such 

amount to the Central Bank. 

(iii) Introclucing more incenti ves •· Every incentive and èncourage­

ment should be given to the commercial banks to extend their 
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banking services to the rural areas. While·the existing 

incentives for the participating commercial banks should 

continue, the CBN should work out additional and realistic 

incentiveswith the commercial banks. For instance, the 

CBN could facilitate the acquisition of land or building in 

the rural areas where the banks shoul d · be si ted._ 

(iy) 'Provision of.infrastructural facilities. The absence of 

pipe--borne water, good roads and el.ectricity di1"'courage· 

rural bank establishment and increases banks operating costs 

at the rural centres. The consequences of rural.under-

development include the massive drift by the youth$in 
-·-:···· 

particular to urban areas with the attendant unemployment 

and ·criminal activities~ Most rif these basic am~nities 

cost huge sums of money that only the government could 

provide them. 

(v) Education, supervision and monitoring. The financir:;,1 

education of the ru·ral dwellers (as some are unaware of 

th.e opportuni ties and the services offered by the rural 

banks) should be enhanced. ·The ·cBN should also organise 

training courses in order to improve the skills of the rural 

banks' staff especially those at the management level. 

Secondly, given the special structural characteristics of 

the rural areas in Anambra state, the activities of the 

commercial banks need to be adequately supervised, coordinate 

Il 
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and monitored. The RBS should not be seen by the 

commercial banks as an imposition qut as their contribution 

towards ~he financial development of the country. The 

commercial banks should ensure that bank frauds are checked 

and prevented which have contributed to the banks not 

breaking-even especially in the rural areas. The need for 

the banks to increase their presence in the rural areas 

should not be only in tenus of constructing very attractive 

physical structures, but also in the functional operations 

of granting loans to the rural sector, monitoring and 

evaluation of projects as well as creating an outlet for 

marketing of the rural customers products. 

6.3 Conclusions 

The rural banking scheme, particularly in Anambra state in 

the light of its performance is a worthwhile programme. By 

locating branches in the rural areas, away from clearly profit­

motivated urban centres, rural banks shift emphasis from being 

seekers of opportunities to creators of such opportunities. This 

suggests that the rural banks constitute a dynamic vehicle for 

economic development of the rural areas. The rural banks help 

in capital formation thereby enhancing economic growth. Through 

the active mobilis~tion of the rural savings which are then 

channelled to the productive sectors, the rural banks contribute 

towards economic development. 
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App~ndix II: 

(1). ACE. 

Rural-Urban Distribution Of Commercial Banks 
in Anambra State By L.G.A.s, 1987 

82 

--·-··---··-·---··---·---------
Local Govt. 
Area 

1. Abakaliki 

2. Aguata 

3. Aguata 

'*· . Anambra 

5. Awgu 

6. Awka 

7 •. Enugu 

8. Enugu 

9. Enugu 

10. Enugu 

11. Idemili 

12. Ihiala 

13. lgboetiti 

14. Ikwo 

15. Ishielu 

16. Nkanu 

17. Nnewi 

18. Nsukka · 

19. Nsukka 

20. Oji River 

21. Onitsha 

22. Onitsha 

23. Onitsha 

Location of 
Bank 

Ogoja Road 

Ekwulobia 

Umunze 

Umunya 

Enugu-Okigwe Rd. 

Awka 

Ogui Road 

Nkalagu 

Year 
established 

17/4/63 

11/8/78 

23/8/72 

23/2/82 

16/8/78 

12/1/77 

12/12/53 

31/7/73 

Uwani 25/ 6/71 

Kenyatta 19/4/82 

Oba 5/1/82 

Onitsha-Owerri Rd 9/8/78 

Ukehe 7/1/83 

Onuabonyi Echara 5/6/80 

Ezzamgbo 5/1/83 

Agbani Road 13/5/67 

Nnobi Road 11/2/67 

U.N.'N. 

Nsùkka 

10/4/6J 

4/6/76 

Enugu-Onitsha Rd. 14/8/78 

Old Mkt. Road 

Bida Rd. 

Uga-Atani Road 

7/1/80 

7/6/76 

4/1/82 

Total 

Urban Rural 

Urban 

rural 

" 
Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

Il 

" 
Il 

Il 

13 10 
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! :(2) 
. ' li 

1. 
2. 
J. 
4. 
5. 

7. 
8. 
9. 

10. 
11. 
12. 
13. 
14.. 
15. 
16. 
17. 
18. 
19. 

(J) 

1. 
2. 
J. 
4. 
5. 
6. 
7. 
8. 

CCB 

Local Govt. 
Area 

Abakaliki 
Aguata 
Enugu 
Enugu 
Enugu 
Igbo-Eze 
Ikwo 
Isi-Uzo 
Isi-Uzo 

. Njikoka 
·Nnewi 

Nsukka 
Nsukka 
Onitsha 
Onitsha 
Onitsha 
Onitsha 
Onitsha 
Onitsha 

Total 

U.B.A. 

Aguata 
Enugu 
Ezza 
Ezeagu 
Nnewi 
Nsukka 
Onitsha 
Uzo-Uwani 

Total 

,··.­
' ... ) 

Location of 
Bank 

Ogoja Road 
Igbo-Ukwu 
Okpara Avenue 
Ogui Road 
Abakpa Nike 
Enugu Ezike 
Ndiagu-Amagu 
Obollo-Afor 
Orba 
Abagana 
Nnewi Road 
Enugu Road 
Eha-Amufu 
Sokoto Road 
Awka Road 
I.weka road 
Atani 
New Mkt. Road 
Bridge Head 

Agulu 
Enugu 
Onueke 

: Ogu-obu-Owa 
Otolo Nnewi 
Nsukk.a town 
Ogbomanu Junction 
Umulokpa 

,. 1. \. : ·, •• 1 ~ . 

83 

Year 
established 

Urban Rural 

1971 Urban 
28/7/8 rural 
July 1971 Urban 
1971/72 urban 
August 1980 urban 
June 1981 rural 
10/1/8 Il 

June 1982 " 
11/8/8 11 

1978 11 

1978 Il 

1978 Il 

19/10/84 Il 

1971 ur.ban 
1971 Il 

1978 Il 

Nov. 1982 rural 
18/12/8 urban 
18/12/8 11 

9 10 

11/10/82 rural 
. 7/3/70 urban 
25/7/78 rural 
11/3/80 Il 

7/7/83 urban 
1/6/84. Il 

25/11/74 Il 

1/5/80 rural 

4 4 
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; G. 

(4) Union Bank 

Local Govt. Area 

1. Abakaliki 
2. Abakaliki 
· 3. Abakaliki 
4. Aguata 
5. Awka 
. 6. Enugu 
7. Enugu 
8. Enugu 
9. Enugu 

10. Igbo-Eze 
11. Njikoka 
12. Njikoka 
13. Nkanu 
14. Nnewi 
15. Onitsha 
16. Onitsha 
17. Onitsha 
18. Udi 

Total 

(5) First Bank 

1. 
2. 
3. 
4. 
5. 
6. 
7. 
8. 
9. 

10. 
11. 
12. 
13. 
14. 
15. 
16. 
17. 
18. 

Abakaliki 
Anambra 
Anambra 
Anambra 
Enugu 
Enugu 
Enugu 
Enugu 
lshielu 
Isi-Uzo 
Isi-Uzo 
Njikoka 
Nsukka 
Onitsha. 
Onitsha 
Onitsha 
Onitsha 
Onitsha 

Total 

Location of Bank 

Abakaliki 
Izo-Imoha 
Ogoja Road 
Oko 
Awka 
Emene 
Ogui Road 
Garden Avenue 
Okpara Avenue 
Ogbede 
Enugu-Ukwu 
Abagana 
Agbani 
Nnewi 
Bright street 
Bridge Head 
New Mkt. Road 
9th Mile Corner 

Ezzamgbo 
Nkwelle Ezunaka 
Otuocha 
Ogbunike 
Emene 
Hotel Presidential 
Uwani 
Okpara Avenue 
Effiunu 
Ikem 
Eha Alurnona 
Abba 
Opi 
Bridge Head 
Main Mkt. 
Iweka Road 
Nwobodo Avenue 
William Street. 

Urban 

Urban 

urbàn 

urban 
Il 

Il 

Il 

Il 

urban 
urban 

Il 

Il 

Il 

12 

urban 
Il 

Il 

Il 

urban 
Il 

Il 

Il 

Il 

9 

Rural 

rural 

rural 

-. 
Il 

Il 

Il 

rural 

6 

rural 
Il 

Il 

Il 

·rural 
Il 

Il 

" 
" 

9 
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~\ 

Jf., 

J' . ; 

I>' .·' (6) National Bank (~ : .: 

't 
- r; 

i;;:. 
Local Govt. Area Location of Bank Urban Rural 11 

!I· 
.f.:i 

! /i;. 1. Awgu Nnewe rural ':\ 
.'/? 

2. Ogui Road urban \ Enugu 
. ,. J • Idemili Nnobi Il 

;J: 

tJ' Total 1 2 
!(1 
" ...... -,-·----------·· ---· ········-- . 

' 
·.;~ 
ii: (7) BCCI 
\-1' ,. 
-l 
<'/" 1. Enugu Okpara Avenue Urban }) 

2. Onitsha Upper New Mkt. Road Il 
·-Ji' 
~ --··------------
'.P. Total 2 0 
i~ 

!Î' 
f( 
-: 
1 

(8) Progress Bank 

1. Onitsha New Mkt. Road urban 

Total 1 0 

(9) IBWA 

t. Enugu Okpara Avenue urban 
2. Onitsha Bright Street Il 

Total 2 0 

( 10) Mercantile Bank 

1. Onitsha Upper Iweka urban 
2. Onitsha Onitsha-Owerri Rd. Il 

Total 2 0 

( 11) Pan African Bank 

1 Idemili Ogidi rural 
2. Onitsha Bright Street urban 

Total 1 ·1 
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: .r s 

( 12) 

(13) 

1. 
2. 
3. 
4:. 
5. 
6 • 
7. 

86 

Savannah Bank 

Local Govt. Area Location of Bank Urban Rural 

Onitsha New Mkt. Road urban 

Total 1 0 

Allied Barù{ 

Awka Achalla 
-Enugu Red Crossway urban 
Idemili Awka_Etiti 
Nnewi ·Ozubulu 
Onitsha Oguta Road Il 

Onitsha Niger Bridge Head Il 

Uzo-Uwani Adani 

Total J 

Source: Annual Report and Statement of Accounts of 
various Banks Jan., 1987. 

rural 

Il 

Il 

" 

4: 
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Appendix III: 

,. , 87 

Computed expected number of rural dwellers who 
acquired banking habits through RBs in Anambra 
State. 

Rural Banks 
Sampled A B C D E F G H I J · Total 

No. who agreed 
acquired 
banking habits 

No. who did not 
agree 4.6 4.6 4.6 4.6 4.6 4.6 4.6 4.6 4~6 4.6 

Total 20 20 20 20 20 20 20 20 20 20 

Appendix IV: . . x2 Computation of From the Observed And Expected 
Freqùencies. 

Observed Expected 0-E (O-E) 2 {0-E) 
frequency (0) frequency (E) E 

18 15.4 2.6 6-7 6 o.44 
13 15.4 -2.4 5.7 6 0.37 
20 15.4 4.6 21.16 1.37 
14 15.4 -1.4 1.96 0.13 
12 15.4 -3.4 11.56 0.75 
18 15.4. 2.6 6.76 o.44 
18 15.Li, 2.6 6.76 o.44 
15 15.4 -o.4 0.16 0.01 
10 15.4 -5.4 29.16 1.89 
16 15.4 0.6 0.36 0.02 

2 4.6 -2.6 6.76 1.47 
7 4.6 2.4 5.76 1.25 
0 4.6 -li. 6 21.16 4. (,J 

6 4.6 1.4 1.96 o.4J 
8 4.6 J.4 11.56 _2.51 
2 4.6 -2.6 6.76 1.47 
2 4.6 -2.6 6.76 1.47 
5 4.6 o.4 0.16 0.03 

10 4.6 5.4 29.16 6.J4 
4 4.6 -0.6 0.36 0.08 

x2 = 25.51; 
2 J.J1 xo.05 = 

154 

200 
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Appendix V: 

E .. :: 
lJ 

E .. = 
1J 

R. = 
1 

C. = 
J 

Expected Frequencies 

R. C. 
1, J 

N 

Expected 

Obsèrved 

Observed 

frequency in 

frequencies 

frequencies· 

( 1) 

. th 
1 row of .th column; 

J 

in the .th row.; 
1 

in the •th 
J column; 

N = Sum of all observed frequencies. 

') 

Computation of X~ 

2 X is computed from the equation 

where 

2 

2 
(O .. -.E .. ) 
_:i.J l.J 

E .. 
l.J 

• . • (2) 

88 

X = Vµlue of chi-square computed. from eqn (2) 
0 

o .. = the observed frequency in the ith row of the jth column; 

1J 

E .. = the expected frequency i~ the ith row of the jth column. 

l.J 

Degree of freedorn 

This is computed from :the formula: · 

V = (r-1) (C-1) 

where V = the degree of . freedom; 

r = -number of rows; 

C = number of column; 

V = (2-1) ( 10-1) = 9. 

= 154 X 20 
E11 200 

E12, E13, E14, E15, E16, E17, E18, E19, E10 have a constant value 
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of 1,.4 respecti vely. 

: E21 = 
46 X 20 = 4.6 

200 

E22, E2J, E24, E25, E26, E27, E28, E29, E2.10 have a constant value 

of 4.6 respectively. 

Calculation of the x2 
From the Observed and Expected Frèquencies 

x2 - 25.51 
0 

x2 . = . 3.31 
0.05 

x2 
0.11 = 2.09 

Decision Rule: 

Reject Ho: if X
2 ~ x2 

. 
0 0.05 

otherwise accept. 

·rn this text, x! ),X~.
05 

and so the null hypothesis is rejected and 

the alternative hypothesis accepted. The implication of the acceptance 

·of the- alternative hypo.thesis is that the rura_l ba.nking scheme has 

encouraged banking habits among the rural dwellers in Anambra_state. 
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'i UNIVERSITY OF NIGERIA, NSUKKA 

DEPARTMENT OF AGRICULTURAL ECONOMICS. 

Appendix VI: QUESTIONNAIRE FOR RURAL BANKS IN ANAMBRA STATE 

. (Whatever information supplied will be treated wi th the 
strictest confidence) 

1. Name of the Bank: . • • ·• ••• • •••••••••• e ••••••••••••••••• 

Date of establishment: •o••••••••••••••••••••••••••••• 

Town of-Location: •••••••••••••••••••••••••••••••••••• 

Local Goverrunent Area: .•••••••••••••• · ••••••••• •.•.o ••• · 

2. What criteria were.considered for selecting the rural. site 
for your bank? 

90 

(i) Presence of infrastructural facilities like electricity, 

road network, communication, security, etc. ) 

(ii) Ease of acquisition of land/building for the bank ( 

(iii) High population of the area ( ) 

(iv) Prospects of business activities in the area ( ) 

(v) Presence of other banks ( ) 

(vi) Others (specify) •••••••••••••······~······••••••••••• 

e e e e e e e e e e.e e CD e e • e e e e e • e e e e e e O e e e e O e e e e e e e O e e O O O O O •• 0. e 

J. Kindly rank. the above cri teria in order of importance 
(using 5 to 1 in decreasing order of importance). 

Criteria 

(i) 

(ii) 

(iii) 

(i v) 

(v) 

Rank 

-----------'----------· 

) 
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. ~ 

4. To€what extent did the following contribute to the siting of 
th~ rural bank. branch? 

Very 
Great Sorne 

great 
extent extent 

Little 

(i) 
(ii) 

(iii) 

(iv) 

(v) 

Director's influence 
Top managemènt/staff's 

influence 

Top government officials' 
influence 

Top army officer's influence 

Renounced politician's influ~ 
ence 

extent (4) (3) (5) 

5. 

6. 

What was the cost of establishing the rural branch? · H 

Was there any rebate by the CBN? Yes ( ) No ( ) 

7. If Yes, how much? N ••••••••••••••• 

8. What incentives were promised your bank by CBN? 

(i) 

(ii) 

(iii) 

(iv) 

( v) 

...................................... 
..................................... 
................. · ................... . 
...................................... 

9. To what extent has CBN been able to fulfil thé promises? 
(tick most appropriate) 

(i) Very great extent (5) ( ) 

(ii) Great extent (4) ( ) 

(iii) Sorne extent (J) ( ) 

(i v) Little extent (2) ( ) 

(v) No extent ( 1) ( ) 

extent 
(2) 

10. Does your bank undertake any enlightenment campaign to infonn 
rural dwellers of your bahking services? 

Yes ( No ( 

-
Indif-
ferent 

( 1) 

1 
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,·'" 

. ; 

c'..\ ; .. 

11. ;If yes, kindly complete the foUowing: 

·,-. 
:nate of such 
· programme 

Place/Avenue 

12. Who are your· main customers? 

(i) Public servants 

( ii) Trader.s 

(iii) Farmers 

( 

( 

( 

) 

) 

) 

Nature/Theme 

(i v) Others (specify) ••••••••••••••••••• 0 ••••••••••••••• 

1J. What services do your rural bank offer the customers? 

(i) 

(ii) 

(iii) 

(i V) 

(v) 

...................................................... 
•••••••••••ra••.••••••••~•·•••••••••••••••••••••••••••• 

••••••••••••••.••• 9 • ••••••••••••••••••••••••••••••••• 

• e O •• 0 0 0 0 • 0 • 0 0 e O e. 0. 0 • 0 0 e O O O O O O e O D O e e e O e a O • e a e O O e O O e 

••• 0 •••••••••••••••••••••••••••••••••••••••••••••••• 

14. Please complete the table below: 

Number of people who Numb.er of people .who 
opened accounts closed accounts 

Year Fanners 
Non-

Total 
Non-

farmers 
Farmers 

farmers 
Total 

1977 
. 

. . 
. 
. 
. 
. 
1986 

15. How long do you require a customer to keep an account before 
g~anting him loan?· 

(i) less than 1 year 

(ii) 1 - J years 

(iii) J - 5 years 

) 

( ) 

( 

92 
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. 1 

H 
.:_ ,1 . r, 

'.(iv) 5.- 7 years ( ) 

( ) (v) Above 7 years 

Criteria for approving loans 1 +> 1 
1 s:: 
1 ID 

Factors considered l . t 
+> 0 -

1 Ul p. lt'\ 
1 0 s-
;::.:: •,-j 

1.6.: 

(i) ability to provide securities i 
i 

( ii) feasi bi lit y of projects to be 
undertaken 

(i ii) investiment in some priority 1 

, I areas. 1 

(iv) Location of projects 1 

(v) proposed cash flow of the projecl 

(vi) profitability _of the project 

ii) character and skill of the (v 
applicant 

. ii) less risky ventures 

(ix) Others (specify) . . . . . . . . . . . . . . . - . 

+> +> s:: s:: 
ID CIS 

+> +> 
1-.. 1-.. 

>, 0 ..- o-
1-.. P....:t< p. ('"\ 
QJ E - e-· > •.-1 .... 

17 •. Please kindly complete the table below as applicable 

Year. ~e·ot 
'.l;'otal No. of Total Amount Total account 

93 

+> 
C: 
CIS 

+> 
1-.. 

Ul o-
Ul p. t\l j E .._.. 

•.-1. 

- .. • 

Amount 

kept by 
· Registered Deposi.ted Withdrawn 

.. c_ust'omer Customers 
Ul 1 Ul Ul Ill Ill Ill .1,,. 1-.. 1-.. 1-.. 1-.. 1-.. Q) Q) ,-j (1) Q) ,-j Q) (1) 

E 1 E ct1. E 1 e "' E 1 E s:: +> s:: +> C: CIS 0 ca 0 ct1 . . o ct1. 0 CIS ~: r,;. z ~ E-1 r,;. z~ E-1 -~ 

1977 Current 
Savings 
Deposit 

. 

. 

. 

. 

. 
19Ei> 

18. Please complete the·table below on loan applications and 
approvals. 

,-j 

CIi 
+> 
0 

E-t 

+> 
C: 
ca 

+> 
S.-. 
0.-1 

+> P.-
0 E z •l"I 
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1-'- . 1-'-

'° . . • . . . '° CO -.J 
Cl" -.J 

>< 
(1) 
Il> '1 . 

Arm:>Unt -of 
loan grant 
to agric 
sector (N) 

Arnount of 
loan grant 
to other 

"Cl .... 
(1) 
Ill 
m 
(1) 

0 

i .... 
(1) 
rl­
(1) 

rl­
::r 
(1) 

rl- ' 
Ill 

sectors (N )g 
Arnount due 
for repay-
ment by 
agric 
sector (N) 

Arnount 
repaid by 
agric 
sector (N) 

. Amount due 
for repay-
ment .by 
other 
sectors ( N) 

Amount re-
paid by 
other 
sectors ( N) 

_.; 

(1) 

cr 
(D .... 
0 
:( 

0 
::s 

~ 1-'- ><-~· • . . • ~-
(1) 
Il> 

-.J '1 

Food 
crop, i.e 
cas~_ava, 
rlce 

Value of 
the loan 
(N) 

Tree/Cash 
crop, i.e 
Oil palm 

Value of 
the loan 

{H) 

Livestock 
i.e. 
Cattle, 
Poultry, 

Value of 
the loan 

(N) 

1 

1 

l\J 
0 . 

(1). "Cl 
::s .... 
rl- (1) 
(1) Il>. 
'1 m 
'C (1) 
'1 .... (') 
m O. 
(1) 8 

'CS 
Il> .... 
::S CD 
o. rl-

(D 
rl-::r ri­
CD ::r 

(1) 
1-'. 
0 ri­

. Il> Il> 
::s cr ..... 
te CD .... ' 

< cr 
(1) CD 
::s .... 
•• 0 

:( 

o. 
::s 
rl­
::r 
(1) 

~ 
('t 
~ 
'1 
CD 

0 
H, 

('t 
::r 
(1) 

H) 
Ill 

~ 

-~ ..... ,.....,. ............ -< ........... . 
'-"' ..._. '-"' '-"' 

(') 
0 

- '1 'C 
0 
'1 
Il> 
rl-.... 
0 
::s 
m 

. ri: 
0 

>a 
Ill 

·Hi 
Ill ; 
(1) 
'1 
fil 

- ::S. - -.... 
(1) 
m· - - --
....... 

1-'-
.. 

'° .. . • 
~ 

-·•s.a• 

1-'- . --·· ,,. :,< e-,·,">--~·- , . 

• • '° (1) 
-.J Ill 

·-.' 

-.J '1 

Total No. 
-· of Appli-

cations 

Total 
amount 
requested 

(N) -
Total 
amount 
approved 

(N) 

To.tal 
amount 
disbursed 

(N) 

No. ôf 
fa:nners who 
~pplied 

No. of 
farmers who 
received 
loans -Total' 

' amount 
appro:ved (H) 

Total amount 
disburse.d (H )# 

/~) 
'1.., __ ,~._J 
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'. 1 
22~; What methods of ioan disbursement are adopted by your bank?' 

{i) Direct disbursement to the customer ( ) 

. (ii) Instalmental disbursement to the customer ( ) 

(iii) Disbursement through .the selling agency ( ) 

(iv) Others (specify) ................•.....•. ( ) 

2J. Does your bank allow farmers a period· of grace? 

Yes ( ) No ( 

24:·. · If yas, for how long'? ·• ••••••••••• 

25. How long does it take your bank to process .and approve or 
reject an application for a loan? 

......................... 
26. What steps _do your bank embark to r·ecover loans? 

(i) Issue ultimatum ·to defaulting customer ( ) 

(ii) Con'fiscate property mortgaged ( ) 

(iii) Litigate the defaulting customer ( ). 

(i v) Use of task force ( ) 

(v) Request ACGS to pay the loan ( ) 

27. Which· types of collateral (securi ty) do· most applicants present? 

(i) 

(ii) 

(iii) 

(i v) 

( v) 

............•...........•...... 
•.......•.....••.......•....... 
••••••••••••••o•••••••••••••••• 

••••••••••••••••••••••••• .,, :l ..... 

...••..•.•.....•......•....•... 
28. Rank the various types (27) in descending order of preference by 

· your bank. 

(i) ............................... ( ) 

(ii) ....•....•••.•...•••.•..••..... ( ) 

(iii) .. ~ ............................ ( ) 

(iv) ........ •:• ..................... ( ) 

(v) •••••••••••••••••••••••••••••• 0 ( ) 
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,;---:-~, 
( __ :.-,., 96 

What in general are the sizes of your agricultural loans? 

Minimum N ••••••• Most.Conunon N •••• ; ••• Maximum N ••••••• 

JO~f What are the· lengths of your agricul tural loans'? 

(i) Short term ••••••••• 11!1 •••••••• 
( ) 

(ii) Medium term ., ........•.....•. (. ) 

;(iii) Long tenn ................... ( ) 

.31. State the secllrity required for your agricultural loans. 

(i) 

(ii) 

(iii) 

·····························~···· .........•..•.........••••..••.... 
·············~···················· 

.32. Do most farmers meet these requirements'? 

Yes ( ) No ( 

.33. What is your interest rate on~ 

(i) Agricultural loans .•••••••• % 
(ii) General commerce loans ..... % 

(iii) Services (Public utilities, transportation and communication) 

•••••••• %: 
(iv) Others (specify) •••••••••••••• ~~ ••• ;.% 

34. Do you think that the farmers are benefitting enough from the 
services offered by your bank? 

Yes { ) No ( 

35. If no, what reasons are responsible? 

.36. 

(i) 

(ii) 

(iii)' 

(i v) 

(v) 

•••••••••••••••o•o••••~•••••••••• 

·~······························· 
••••••••••••••••••••••••• 0 ••••••• 

································~ 
...•.....•..•.•.•.•..•........... 

What are the problems you encounter in lending to fà.nners? 

(i) 

(i i) 

(iii) 

.................................. 

................................. 

............................ ~ ... 
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:;7.· What are other general problems of the bank? 
. ~ 

' 
(i) 

(ii) 

(iii) 

(iv) 

······································· ... •.• .................... • ............... . 
..•........... ~ ..........•.....•...•... 
···~·································~· 

.~B. In what ways do -you think that the services of the bank èould be 
improved? 

(i) 

(ii) 

(iii) 

(i v) 

(.v) 

.. ~ .•..................•.............• 
' . . . . . . . . . . . . . . . . . ~ ..................... . 

•••~••••••••••••••••••••••o••••••••••• 

.....•.... ~ ......•••....•.•.•.••••. ~ .. 

...••..•............. ~ .....•.......... 
39. After your bank have made a loan, do you visit the fannèrs to 

check how the loan is being used? 

Yes ( ). No ( 

40. If yes, do you have adequately trained personnel in the area? 

Yes ( ) No ( 

41. Piease, how many adequately trained personnel do you have in your 
bank? --·-·----·-------~--------'------.:_ ____ .:_ __ _ 
Position' Qualification 

Ph.D 

M.Sc./M.Phil 

B.Sc. 

HND/OND 

WASC/GCE 

Others (specify) 

Number Job A.ssignment 

42. What is the total staff strength of the rural bank? 

................................. 
43. How many of the staff are from the local government area whère 

the rural bank is located? 

............................. 
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~4. P!~ase kindly complete the table below 
'' 

.; ' 1977 1978 1980 1981 1982 1983 1984 1985 1986 ·-·--I• 

Anriual · 
Opera-
ting 
costs 

(~) 
' 

Annual 
Income 

(N} 

45. ·What projects have your bank embarked upon in the rural area? 

46. 

Project Date 

What specific facili ties do 

(i) Ofice space 

(ii) Tables, chairs., etc 

(iii) Elèctrici ty·, telephone· 

(iv) Security 

Amount 
involved 

your bànk lack? 

( ) 

( ) 

( ) 

( ) 

{ v) Others (s·pecify) .....•.••.. ( ) 

Year 
completèd· 

47. In your assessment, what factors would influence farmers to 
cultivate banking habit? 

(i) 

(ii) 

(iii) 

(i v) 

( v) 

••••••••••••••w••••••••••••• 

····························· 
••••••••••••••••o•••••••••o•• 

····························~ 
.....•.•..........•...... ~ ... 

98 

(Thanks very sincerely for your understanding and,co-opèration). 
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Appendix VII: QUESTIONNAIRE FOR RURAL DWELLERS IN ANAMBR~' STATE 
( 

1:A 

1:B 

(a) 

(b) 

Name of Village/Town: .................. 
Local Government Area: ................. 

(c) Sex: Male ( Female ( 

( d) If married, number of' children •••• Cl • ~ •••• 

(e) Age: (i) Under JO yeani ( ) 

(ii) JO - 40 years ( ) 

(iii) 4:0 50 years ( ) 

(i v) Over 50 years ( ) 

Highest level of education 

(i) No formal education ( 

(ii) Standard six/First School Leaving Certificate ( 

(iii) Government Class Four/WASC/GCE/Teacher's Grade II 

1:C 

(iv) OND/NCE/HND/B.Sc/M.Sc/Ph.D. 

Occupation(s) 

(i) Full-time farming 

(ii) Part-time farming 

Fishing 

Petty trading 

( : ) 

( ) 

( ) 

( ) 

( 

(iii) 

(i v) 

(v) Any other (specify) ....••....•.•.•..•••... 
1:D Hectares of land under farming: 

(i) 

(ii) 

(iii) 

(iv) 

( v) 

Less than 2 hectares 

2 4 hectares 

4 - 6 hectares 

6 - 8 hectares 

Above 8 hectares 

( 

( 

( 

( 

( 

) 

) 

2. How do you finance your farmi.ng acti vi ties? 

(i) Loans from commercial banks ( ) 

( ) 
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J~ 

4. 

(ii) Money:trom previous savings ( ) 

(iii) 

(iv) 

(v) 

(vi) 

Are 

Did 

Money borrowed from money lender/friends/relations 

Loans from co-operative society ( ) 

Loans from Esusu, social clubs, age grades 

Any other (specify) ................... 
you aware of the rural bank in your local government 

Yes ( No ( ) 

you have an account with any commercial bank before 

Yes ( ) No ( ) 

5. If yes, name the bank and its location: 

....................................... 
• • • • • • • • • • • • • • • • • • e • • • • • • • • • • • • • • • • • • • • 

6. Which type of accoùnt did you keep?. 

(i) Savings account 

(ii) Current account 

.(iii) Fixed deposit 

( 

( 

( 

) 

) 

) 

( 

.( 

area? 

1977? 

) 

) 

7. If answer ta (~)· is no, wheu-ùi<.l you :,;tart wiU1 th(~ JJT'<!Kén-l. t,ank't 

( i) Year .••••••••• • • • • • • 

(ii) Name of the .bank ••• • • • • • • • • • • • • • • 

(iii) Type·of account •••••••e••••••••••• 

(iv) Location of the barik •••••••••••••• 

8. Have you ever changed your bank? 

Yes ( ) No ( ) . 

9. If yes to (8) give reasons for the change. 

(i) 

(ii) 

(iii) 

(i v) 

.•••••••••• 0 ••• ••••••••••••. • •• 

• • • • • .- • • • • ~ • • • • • • • • • • • • • • • • • e 

............... · ............. . 
••••••••• Cl ••• ••••••••••••••••• 

. .,.. _____ .----
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1oi How did you corne ta know about the present bank and its se~vices? 

(i) Through friends and relatives ( ) 

(ii) Through bank agents ( ) 

:(iii) Through news media advertisement ( ) 

(iv) You just went there on· your own ( ) 

( v) Any other (specify) ...................... 
11. Before you started saving with the present commercial bank, what 

was/were your previous mode of saving? 

(i) Simply hidden in the house 

(ii) Saved with Co-operative Society 

(iii) Kept wi th friends/relati v.es 

( 

( 

( 

)· 

) 

) 

(iv) Withheld fann proceeds until the need arase for cash. 

(v) Any other (s~ecify) •••••••••••••••••••····· 

12. How .do you get to your present bank? 

(i) On foot ( 

(ii) By bicycle ( . )' 

( iii) Dy mcitor cycles ( ) 

(i v) By commercial vehicle ( ) 

( v) Any other (specify) .................... 
1J. If by publié transport, how much do you pay per trip? 

·N • • • • • • • • • • • • • • • N • •• • • •. •. • • • •. • • • 

( 

1J,.. What is the distance from your home/farm to your present bank? 

(i) 1 - J km ( ) 

(ii) 4: - 6 km ( ) 

(iii) More than 6 km ( ) 

15. Have you ever been granted loan from the bank? 

Yes ( ) No ( ) 

16. If no, how you ever ~pplied for one? 

• • • • D D D D D .• • • •De D D • • e • • D a • D • D • D • • • e Cl e • e e De O e • 

- ----~ 

) 
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. ' 17. , :tif you have ever obtained loan from the bank, kindly complete 
;the table. below:. 

Amount Ainount Amount · Amount Purpose 
.. ,:,Year applied . approved received r!,!paid of the 

(N) ·(N) (N) (N) loan .. _ .·--~---·-· 

1977 

. 1986 

18. Which of thê following problems did you encounter in the course 
of borrowing? 

Problem of completing the neèessary forms (i) 

(ii) 

( ii,i) 

(i v) 

(v) 

Numerous visits to the bank before loan approval 

Problem of distance and transport costs 

Problem o.f cqllatery requirements 

Delay in releasing the loan 

(vi) Any other (specify) ·······~········~··•••••••~ 

19. When. did you get the loan? 

(i) Before pianting/stocking ( ) 

(ii) During planting/at the time of buying livestock ( 

(iii) After planting/afte~ buying the·livestock ( ) 

(iv) Before harvesting/before sale of live.stock ( ) 

(v) After harvesting 

20. How did you spend the borrowed money? 

USES 

(i) Hired labour 

(ii) Crops/livestock 

(iii) Fertilizer and chemicals 

(iv) Debts repayment 

(v) Tools and machinery 

(vi) Household (consumption) 

(vii) Farm operations 

( ) 

AMOUNT 

......... 

......... 

........... 

.......... 

......... 

) 

(viii) Any other (specify) •••••••••••••••••••••••••••••••• 

( 

.( 

( 

( 

( 

) 

) 

) 

) 

) 
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t 
21. 'How ofteh do you visit the.bànk to transact business? 

) < (i) · Weekly. ( ) 

(ii) Monthly ( ) 

(iii) 3-monthly ( ) 

(i v) · 6-monthly ( ) 

(v) Yearly ( ) 

(vi) Any othe.r (specify) ..................... 
22 •. How long does it take you to·transact the underlisted business 

with the bank? 

De:posits Withdrawals 

Less than 20 minutes ( ) less than 2.0 minutes· (. ) 

20 - 45 minutes ( ) 20 - 45 minutes ( ) 

.45 min. - 1 hour ( ) 45 min. - 1 hour ( 

ab_ove 1 hour. ( ) above 1 hour ( ) 

) 

2J. How lorig did it take·you to obtain loan from time of submitting 
application to the time ,of receipt of the money? 

24. Did you receive any fonn of supervision from the bank after 
receiving the loan? 

Yes No ( 

25. If yes, what· is the. nature of the supervision? 
' ' ........•••.....•.......•.......•....•..•..•. 

·········~········~·························· 
26. Have you defaulted in repaying any loan? 

Yes ( ) No ( . ) 

27. What is your annual incarne? l".i •••••••••••••••••• 

28. What percentage of your annual incarne do you .save? 

(i) Less than 20% 

(ii) 21 - 4(1J/o 

(iii) 41 - 6(1J/o 

( ï'v) Above 6(1J/o 
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: \ r.:,'' . _l)C/ '· 
î ~ ~- ~ ~ \. 

. i ~ , 
29.: Do you have any relation working in the bank? 1 c., o 

! 0 -. \ 
10 3 \ 
1 COD/CE oi r · Yes ( ) No ( \t . fJ:' 

\ .Y(") 
JO. : If yes, what ass_istance do you obtain from him? \ u ., () 

· "'-. V, \).0 / 
,.--?.._ 0:) - 3 ~\ , . 

(i) assistance in making withdrawal/deposits ( --'-)--- / 

· '· (ii) assistance in processing loan application forms ( ) 

(iii) As a guarantor ( 

( i v) Information about banking services ( ) 

(v) None. 

31. Did you cultivate banking habit through the RBS 

Yes ( .) No ( ) 

)2. What problems did you encounter in the bank? 

(i) 

(ii) 

(iii) 

• • • • • • • • • • • • • • • • • • • • • • • • • • • • • e • • 

0 ••••••••••••••••••••••••••••••• 

................................ 
33. What is your impression about the·rural bankipg scheme 

---

( i) 

(ii) 

(:iii) 

(iv) 

................................. 

................................. 

.................................. 
•••••••••••••• 0 •••••••••••••••••• 

(Thanks very sincerely for your co-operation) CODESRIA
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