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ABSTRACT

The study compared the credit use and repayment performance of group
and non-groups women farmers under the community banking system in Fougu
State. The specific objectives included to: describe the characteristics of the
women farmers and their use of credit, detérmine the factor that influence their
loan repayment performance, compare tﬁe credit use and repayment
- perforniance of group and non group women farmcrs,.prcdict the cr'edit risk
position of the é;"oup _and‘non—group women farmers and identify the problem
faced by loan beneficiaries apd bank ofﬁcialsv in- credit administration.

Multistage random sampling technique was used in selecting respondents.

The respondents used credit mainly for either crop or animal farming. In
crop farming, they used credit in a decreasing order, from .buyihg of inputs,
increasing the number of hectares under cultivation, hiring of labour to storing
of their products. On the other hand, in animal farming, the trend was in a
decreasingzorder 'I’rom increasing stock, buying more drugs (medication) buying

W .
more feeds to hiring labour.

Regression analysis for group and non-group women farmer borrowers

combined showed that age, household size, net cash income group or non-group



membership and size of Toan had significant effeet on oan repayment, whereas
age and nc,f cash income were positive, household size, group or non-group
membership and size of loan were ncgutivc. The regression analysis for group
women farmer borrowers only showed thai age, houschold size, number of
farmers per group and net cash income had significant effect on loan repayment

while regression analysis [or non-group women farmers showed that age.

household size and net cash income had significant effect on loan repayment.
4

Repayment 1;al'e ol group and non-group women larmer borrowers was
significandy different, with gmup wonen furmer borrowers repaving more than
non-group women farmer borrowers. Their net cash income and credit use
were nol signiftcantly dilferent.

Discriminant analysis for group and non-group women farmer borrowers
combined. showed that good credit risk was dircctly related o age and net cash
income and inversely related to household size. Percentage ol group L‘a.ses
corrpéﬂy classiﬁe(;i\.vas 88.75%. Also, discriminant analysis [or group women
fzirmér_s showed that household size and number of women larmers per group
was directly related to bad credit risk while net cash income was inversely
correctly classificd was 95%. On the other hand, discriminant analysis [or non-

group women farmer borrowers showed that age, farming experience and net
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cash income was directly related to good credit risk. The percentage of grouped

cases correctly classified was 90%. Net cash income was the highest

discriminator of good credit risk in all the three  discriminant analysis

contributing 99.8%, 97.2% and 99.9% for group and non-group combined,

grbup only and non-group only, respectively.

The major problem encountered by the women farmer borrowers: was

adequacy of loan fund. Non-group WOmen,farmers_, had more problems.

e

Naturalshazards that resulted in crop failure also affected loan repayment. On

the side of the bank officials, the major‘problem was t-hat'borrow'ers spént

money on unapproved project and also lacked collateral security and knowledge
o : ! N ) N * N o ' L N ‘. te

of banking procedures. -
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1.0 INTRODUCTION

1.1  Background of the Study
Rapidly growing population combined with reduced agricultural output in
Nigeria has aggravated economic and social dislocation especially in rural areas -

where the majority of the population resides. The latest statistics concerning

agriculiural output in Nigeria show that the contribution of agriculture to gross

domestic product was only 39% in 1996 (FOS, 1996). " Improving agricultural
output and hence rural farmers income will provide an immediate amelioration to

the present poor condition of the vast majority of Nigerians..

Availability and provision of credit facilities are indispensable means of

[ 1

achieving a sustained increase in agricultural output and increased income for the

- farmers. This is because technical progress requires investment and increased

spending on means of production. In an agriéultural sector oi'iented towa_rds
subsistence, these expenses can seldom be financed without credit facilities.
Therefore, a farmer’s ability to invest hinges on continued access to credit
(Calomiris, 1993). In addition, since production is seasonal and a considerable lag
occurs between the outlay of major expenditure and the resultant flow of income,

farmers cannot survive without credit facilities.

iy

>
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Experience {rom Operatipn Feed the Nation in the 1970s and the Green
Revollution Programme in 1980§ have- shown that supplying subsidized inbuts 1o
farmers without adequate credit to purchase :the subsidized inputs did not lead to
sustainable increased in agricultural output (Federal Ministry of Agriculture,
-'1997).' Credit ‘could reduce inefficiency in resource utilization in production
processes since the use of loans involves an increase in the use-of resource inputs; .
the managerial skill of the farmer is increased (A:dege'yc and Ditto, 1986). Credit
helpS to improve the economic well being of the rura& population, 'pr(')m(.)te
development gene: -1y and increase agricultural outp‘ﬁt '(Ijere,-l976). It gives the

y

poor who are mainly women, access to a wide range .of new technologies and

inputs (Berger, 1989). \

\

Smaliholcler farmers use credit for either crop or animal farming. In crop
farming, c1iedil can be used to purchase inputs, hire labour, increase hectarage
under cultivation or enhance storage of products. In animal farming, farmers use
credit for a wide range of activities, which include increasing stock, hiring of

labour and purchasing of feed and drugs/medication.

Among smallholder farmers, women are the majority. They represent about
70 percent of those who engage in farming in Nigeria (FAO, 1975). They are
involved in almost all phase of food production from land preparation to

harvesting. They execute certain farm operations that are thought to belong to men
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(Okorji, 1985; Ogungbile et al; 1991). The distribution of labour for maize by type
of activity shows that 87 percent of women work regularly in planting, weeding
and harvesting compared to 54 percent of men (Saito et al, 1994). On the whole,’

about 80 percent of food and 65 percent of cash crop are produced by women

" (UNDP, 1996).

Farming among women is done individually or in groups. Some_til-l?‘es_,_'_
groups are formed solely for farming purposes while so.metimes women groups,
which may be clubs, or village asséciatibns hclia thei\r members 11‘1 farniir@. Group
farming is i'mportant especially in the fo,llowing areas, nahﬂely; rellbi.eving labour
bottlenecks during peak labour demand periods, reduciné the drud‘geryv illl" many
women stereotyped farm duties like Y\{?;gdjhg, providing an avenue fé}' sociﬂliZihg

and for capital 10bilization for agricultural and social purposes (Directorate for

Social Mobilization, 1990). These functions are performed through rotating work

practice, thrift savings and credit operations. Credit operations are, sometimes,

carried out through financial institutions located in the rural areas. Community
banks serve as one of the financial institutions located in rural areas, which help in

financial intermediation for rural women.

Accor'dirig to National Board for Community Banks (1994), a community

bank is a self sustaining financial institution owned and managed by a community

or gg\()llp of communities for the purpose- of providing credit, dep‘osi_.t' banking and



other financial services to members largely on the basis of their self-recognition
and credit Worthiness. They were establilshc‘d in order to help alleviate the
constraints that are‘ellssociated with access to‘ "credit for rural dwellers with a view
to increasing their income generaling capacity through increased agricultur'al

production (UNDP, 1997). They have some features of inf'or1nﬂ financial sources

for example lack of total reliance on viable and negotiated collaterals as a basis for

giving credit.  As a result, women who ordinarily prefer informal sources of

finance are encouraged to obtain credit from them:

. 1.2 Problem Statement

v

In spite of women’s effort in agricultural production and their need for

“credit to facilitate production proces_ses,‘“"‘t'here is still lack of an efficient credit

delivery method to them. They are severely disadvantaged in the credit market.

> .

They usually do not own marketable land rights and hence have no collateral and if

i - subordinates in the household, they may not have the capacity to establish

| reputations for credit worthiness as independent agents. The majority of them lack

access to formal financial services. Formal credit programs are usually channeled

- to household heads and are commonly based-on non-food crops in which men tend

to specialize. Saito et al (1994) noted that only five percent of the female farmers

's_urveyed in Nigeria had obtained credit from a commercial bank while 14 percent

were men and that a replicable model of credit delivery to women is not available.

b



. Some wom a farmers obtain credit from community banks, individually
l

and in groups. These women are able to,qbtain credit from community banks
because of the fact that community banks, Cﬁl@ to their mode of formation, do not
place much/ emphasis on stri‘d financial rules obsc.ved by ‘formal financial
intermediaﬁes. For example, community banks do not rely enfirely on viable and
negotiated collaterals as a basis for giving credit.

IFor women to continue obtaining crédit from community banks, they must

be seen as good credit risks. Accessibility of .credit from community banks (o

~women farmers may dwindle with concomitant decline in agricultural output and

perpetuntién vof poverty and malnutrition if loan 1'cpa);111011L performance is.-polor.
This is because maintenance of a high repayment rate amoﬁg ‘borrowers IS an
indispensable means of ensuring that loans Tevolve and hence increased access to
loan. Poor loan repayment may lead to bank collapse. Already, the National
Board for Community Banks has withdrawn the operating licence of: over -30
community banks because of poor performance.

Therefore, in order to help in developing a replicable model and improve

women access to formal financial sources, there is need to compare the credit use

and repayment performance of group and non-group women farmers under the

community banking system.

is
A



1.3

§)

.. Objectives of the Study

The broad objective of this study, is to compare the-credit use and

repayment performance of group and non-group women farmers under the

community banking system in Enugu State, Nigeria.

(1

(2)

3)

(4)

)

(6)

1.4

(1)

The specific objectives are to:

“describe the characteristics of the women farmers and their use of credit;,

determine the factors that influence loan repayment performance;

compare the credit use and repayment performan 2 of group and non-group

women farmers;
/

predict the credit risk positions of t‘l}e group and non-group women farmers;

- identify the problems faced by loan beneficiaries and bank officials in credit

administration; and

make policy recommendation based on the result of the findings.

Research Hypotheses

- Based on the above specific objectives, the following hypotheses will be tested.:

loan repayment is not influenced by borrowers socio-economic

characleristics.



(2)  group and on-group women farmers are not diflerent as regards credit use

and repayment performance.

(3)  the borrowers are not good credit risks.

1.5  Justification for the Study

This study is justified by the fact that women are the majority: of :

smallholder farmers in Nigeria. These smallholder farmers produce ,thé"great,er

& .

part of food consumed in Nigeria and are the major focus of government

agricultural policies.- Since some women smallholder farmers obtain credit from
iy < i .
commiunity banks, there is need to, ensure that the credit is well utilized in order to

guarantee continued and increased food production. This can be done through the

R

evaluation of credit impacts. Continued use and repayment of credit is an indicator
of impact (Berger, 1989). Also, repay]nent is the key factor in lending if funds are
to be recycled from year to year and if increasing number cﬁ‘ borrowers is to be
| assisi‘ed. - Good repayment record indicates that loans are being allocated to-
Arprwoductive activities (Vogel, 1981).  ~

Furthermore, community bankls are located mainly in the rural areas and
' WOm"en are the majority of the rural population. Invariably, the success or failure

of community banks depends on them. The result of this study will enable

community banksilo determine potential good borrowers before giving loans so



that loan recovery will not be much problem. Also, the result of this study will be
of immense benefit to the poverty alleviation initiatives of the present Nigerian

government. It will be of help to community banks, National Board for

Community Bariks, non-governmental organizations and -agencies concerned with

gender studies. Finally, it will be beneficial to researchers and students as a

reference material.

i
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2.0 LITERATURE REVIEW
2.1 Theoretical Framework

| i The word credit comes from the Latin word credo meaning “I believe”.
Hence, credit is based on the belief that the borrower will repay his or her loan.
The term credit means the capacity to borrow (Lee et al, 1980). It can be defined

as unused borrowsng capacity or the difference between maximum potential - -

'

’

~ borrowing and amount already loaned (Barry, P.L; C.B. Baker and L.R. jSahin_t‘,
l | 1981). Credit is a resource that can .eithe'l* be used or; he’lcl in re_servé (Gl._lstafon,
1989). When vcfedil‘ is exchanged for a loan, interest 'chargesl and iinancial risk
result. Often times, credit and borréwin% are L_lsed interchangéalﬂy. However, lhe

word borrow means to receive something with the understanding that it or ifs

equivalent will be returned as agreed upoh (Lee et al, 1980).

Iﬁ smallholder l’érming, credit use and repayment performance is
determined By households’ socio-economic characteristics.. Age is the single most
N
iﬁlportgfit factor associated with households’ use of credit (Berthoud and
Kempson, l992). In ad’ditioh, patterns of credil use or credit use poteﬁtial vary
”with‘ size and natln‘é ol the aé,set slructul'e and economic flows managed by

different individuals, household or firm (Von Pishke, 1975). There has never been

any clear explanation of the relationship between income and the use of credit
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(Berthoud and kexﬁbson, 1992). Households with low income were almost als
likely as othérs to n,mke use of credit facilitiéss .

FL'u'thermore, the ultimate ability of a iz‘arnnef to repay the loan is dependent
on the income bér hectare under cultivation (Rwegasira, 1992).' This income, in
fact, depends on prices and on farm productivity. The farm productivity
constitutes the physical relationship between inputs .and output on a farrﬁ, 'fo_r k5
examplé, bag of maize per hectare of land.- Farm productivity has Vbeen shjoWn to
depend on seasonal investment, O};erati(.)nal efﬁci'ency,. the I’armefs ‘industry,
‘motivation md suitability of land (RWegasira,’l992). Operation'al efficiency on the

_ W ‘ : '
farm is affected by factors like farming k‘nowledge or experiéncé possessed by the
peasant about crop or a’gricu'ltural busi.n_qss_;\he is involved in, as weil as on the
degree to which hé relies on exbert advice and activities towards innovation. In
addition, seasonal investment per heciare w.ill depend o'n.the level of material
possession of a household and the total available family labour. The industry of a
household, that is, the intensity of labour utilization on a farm, will most-probably
depend on the faﬁlily labour in man-hours spent on the farm as determined by the
size, sex and age composition of the family as well as the motivation. Motivation

depends on formal educational level, level of material possession and local sub-

culture values of the household.
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Moreover, pgasant credit risk is dependent not only on the ability- to pay,
but also on the w.illingness to pay, which dépend on the debt responsibility (Igben,
1978). An individual’s debt responsibility V:Vill fundamentally depend on one’s
attitudes towards indebtedness and one’s ability to achieve as evidenced by a

/

record of past achievements, ability to think through one’s activities before they

" are done, zeal for independence as reflected by attempts and ability to determine

one’s life pattern and living within one’s own means (Rwegasira, 1992).

’

2.2 Role of Women in Food Production and their Constraints

Women involvement in agriculture is not a new phenomenon. Cross-

cultural accounts of women and their work show thal women have been important

A 1

providers .of food for much of human history' (Blumberg, 1978; Friedi, 1975,

-O’Kelly, 1980). In haunting and gathering societies, women provided about 60 to

80 percent of the food mostly through their gathering activities (Aronoff and
Crano, 1975). Many social scientists e.g., Blumberg (1978) speculate that women,
not men, discovered how to.cultivate plants through the knowledge they
accumulated while gathering. In horticultural societies, women were often the

primary farmers (Razenfield, 1985).

In Africa today, women provide the bulk of agricultural labour. Africa is a

region of female farming par excellence (Boserup, 1970). Women head about 40%
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of African households, supply on the average, 70 percent of the labour for food
production, ’5.‘0 percenfjn domestic food storage, 60 percent in food marketing and
100 per?::\;ant in. on-farm processing (Morris—l—ftn‘ghes, 1994). The United Nations
(1975) estimates that rural women contribute two-thirds of all the time that is put
into traditional agriéulture in Afrir'ca. They grow about 60 percent of l’oodstuff and
also provide a large share of the familly"b.udget (Brande, 1991). Although women
“certainly controlled their work in the household, it was clear that farm wo;k ook
precédence'over_house work whenever'labouf'demands *conﬂicted; givén tﬁe
u\precedence of fa&n work, women wpuld cross over t(; do “*men’s work’’ but not
vice versa (Rdéenﬁeld, 1985). Women farmers in sub-Saharan ,'-Africa.' Idomiﬁated _
“the smallholder section aﬁd accounted for more than -three quarters of the food
: ! T .

produced in the region (Saito et al, 1994). In short, Africa especially, sub-Saharan

Africa depends on 1IL labour of women to feed the people (Urdang, 1979).

The degree of women participation in agriculture varies from country to
country. In Jran, women are exclusively responsible f’Qr preparation of nursery
beds, sowing, ti'ansplanting, weeding, harvesting as well as sun drying (Ingrid,
1985). In {ndia, the proportion of women employed in agriculture particularly as
cultivators has increased as men moved into non-farm employment (Wérld Bank,

1992). In Cameroon, a woman spends 62.5 percent of the year on her farm and

37.5 percent engaged in matters other than farm work (Kabbery, 1952). In Nigeria,



they are involved in all phases of food production from land preparation to

harvestiii_hg. Accordiné to Okorji (1998), women perform tasks like land clearing,
, planting, weeding, - harvesting and some of the male stercotyped farming

operations.

Although women are mostly résponsible for food production, they have
little access to productive resources especially credit. According to Gallin and "

Ferguson (1991), the development of women’s capabilities and potentials -have

'M\lbeen hindered b)'/,j their lack of access to résources, that is, lahd and credi‘t.facil‘ities
which are vital to agricultural prodection. In Nigeria, most 61’ the recipients of
agricultural loans and extension éerviqes are male “‘progressi‘lve” 1’armers while
women, incapacitated by llack of access tercredit facilities, are not able to purchase
implements z-md ilh_/»,uls Lo -enhance their work in food production and processing

- (Saito et al, 1994).

The conditions could be attributed to educational level of the rui‘ﬂl women,

lack of collateral security and social norms among others. Because of poor

| education: women are less able to comply with requirements of formal banks éuch
as completing application forms or formulating investment or cash projections. In

Ghana, for example, women preferred informal group loans with higher interest

rates to formal bank loans partly because raising loans required no big formalities
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such as filling oi several application forms (Gabianu, 1989). A further
impediment is thal‘—/womcn generally lack cl}ea_r title to land or other property that
lenders will accept as collateral. UNDP (1597) notes that in Nigeria, although
several banking institutions have been established to provide for the capital needs
of the peaséntry, they have invariably excluded the poor farmers, mainly women
because olf their inability to meet the stiff and demanding conditionality _fo"r:.A

eligibility for loans. The conditiens include: possession of certificate as evidence

-of tax payments, etc. As a result of these, women resort to informal sources of

loan despite exorbitant interest rates. In Nigeria, the main source was relatives,

about 56 percent (Saito et al,. 1994). However, participation in informal

institutions does not link women directly to the mainstream - financial system;

A}

~continued reliance on them is one means ol perpetuating the marginalization of

women (Berger, 1989). To overcome this, some banks, for example, community

banks, have adopted some features of informal sector lending.

2.3 Credit Use and Repayment

Low rate of delinquency and default often have been the primary criterion
used o measure the success of agricultural credit programme in developing

countries (Dale';4"l97_l). Low default and delinquency. rates are said to be
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particularly praiseworthy because they indicate that lenders are careful in their

selection of borrowers and forceful in their collection of Ioém_s (Vogel, 1981). A

@
l

lender’s wﬁtringness to lend money hinges on being sure that the borrowers will
i

use the’borrowed funds wisely since the effectiveness of the borrower in utilizing

the fund determines loan repayment. ,

" Generally, farmers demand credit in order to promote production. ‘-

However, it has been observed that most farmers divert their credit to consumption

/

mainly. In Sudan, available evidence on loan utilization shows that a large

__}_percéntage 'ofJAéricultural Bank of Sudan loans extended for purchase of current

production inputs are diverted to food consumption; no more than 20 percent of the

loan granted was utilized for the purchasg-of current agricultural inputs and cost of

labour (Tekku, 1993). This leads to poor loan repayment.

- In Nigeria. he operators of the supervised agricultural credit scheme in
o

‘Anambra State identified common causes of low repayment to include diversion of

funds, poor marketing opportunity, low price of farm products, low yield and

negative altifude of farmers towards government-owned credit agencies (Arene,

-+1990). Default in loan repayment is sometimes attributed to risk of income shocks,

a special feature of agriculture (Besley, 1994). Poor management, ill will,

individual hazard such as illness, accidents and deaths may result in default in loan
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repayment. In group lending, where the social cost ol individual default exceeds

s private cost due to joint liability, default may be high il group cohesiveness is

limited and mechanisms for enforcement and penalization fail to operate

effectively (Yawn, 1994; Huppi and Feder, 1990).

Successful use of credit requires adjusting the repaymlent schedule to the
debt-servicing capacity of the farm business (Lee et al, 1980). To guarariteé:".»'

repayment ability’_i farmers credit demand should be based .on’ th_e need :to'. make
iﬁcfe1nen1tal investment (Balogun et ‘al, 1991). I’{epa){mé;ﬂ rates is aléo‘influenced
by staff attitqdes towards the importance of high repayme_nt,' transpor( available,
the ease with\vhich women carn reacﬂh repayment ol’ﬁceé, \}'iability of projects
chosen, general and cultural attitucieé 't_qwqyd repayment including the honesty of
government vofﬁcials'(Due‘z et al, 1990). Arene (1993) notes that the“ SocCio-
economic aétributes that affect loan repayment mostly include income, age of
farmeré, number of years of farming experience and distance between farmer’s
home vsnd';source of.loan. In terms of repayment between group and non-group
iy

womeir borrowers, Due et al (1990) notes that many Rural Enterprise Programme

reported that there was no difference in repayment between individuals and groups.
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2.4.0 Group: Meaning, Theories and Characteristics

A proup is two or more individuals who influence cach other through social

“interaction (Forsyth, 1983). Groups play a crucial role in human affairs. They

dramatically shape our perception and attitudes, provide support in times of

distress and affect our performance and decision making (Baron et al, 1993).

- Theorists have offered a number of reasons why groups play such a major role in"

human affairs. These theories according to Baron et al (1993) include: the social

learning perspectve which says that since most people are raised in a family
setting, we learn to depend on others for aid, information, love, friendship and
entertainment. Secondly, social comparison theory which says that human beings

teel very strorg pressure to have accurate view both about their abilitigs and their
environment and this can be obtained in groups. Further, the exchange theory,
which argues that groups, which provide the greatest “gains”, will be most desiréd

as group membership, involves exchange of both rewards and cost. Finally, the

socio-biology theory, which draws heavily on Darwin’s work, argues that, on

balance, .grouping together has survival value for humans as well as many other

W
species.
Groups are characterized by their size, structure and leadership. These

affect the actions of a group not minding the type. According to Barop et al

(1993), larger groups are more likely to include individuals with a wide range of
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. skills; as a result, specialization of labour is more likely to occur. However, larger

groups allow people to feel more anonymous thereby leading to less task

involvement, lower morale and poor communication. Group structure on the other
hand, refers to the way groups are organized and how various positions in the

group are related (Baron et al, 1993). Many writers describe group structure as

being comprised of several key elements. These are roles, status, cohesion,:,

communication and group norms. Roles influénce people aclions ofien’ léﬁding
them to act contréry to their private feelings. People are very reluétant to ‘confront
authority when t‘fey are placed in.a subqrdinate role (Milgram, 1974). Status
differences h;we a number of important effects on group'.process. " I—iigh,.stal.uls

individuals are likely to be valued by the group and, as a result, treated more

Y
N 1

toleramly;-they will often be less affected by group norms and peer pressure than

lower status members in part because they are less likely to expect punishment for

their actions (Harvey and Consalvi, 1960). In addition, those high in status

generally have a “disproportionately strong impact on group decisions and
judgments whereas-those low in status tend to be ignored even Wwhen they offer

intelligent <und creative advice (Torrence, 1954). Cohesion is the sum of all’
iy '

" pressures acting to keep individuals in a group (Back, 1951). Cohesion may be

high simply because group members like each other. The nature of group norms,
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also affect a wide range of judgments. Individuals are more strongly influenced by

the opinion of people around them especially to avid conllict (Sherif, 1936).

{

Moreover, the style of leadership the group leader adopts is another

important group characteristic.  Leadership could be people oriented or task

- oriented. People oriented leadership generally produces better morale than a task

oriented leadership (Shaw, 1981). However, despite poor effect on morale, a
strong task orientation is useful in times of stress, time pressure or lack of structure

¢

as it produces superior performance (Fiédler, 1967).

N

2.4.1 Farmer Groups: Initiative for Setting and Functions

Farmers group together in many ways and for many functions. Often times,
farmer groups are set up at government initiative or, where a group already exists,
incorporated by government in order to carry out particular functions, for example,

agricultural extension, credit delivery and repayment (Oxby, 1983). Hunter (1978)

~observed the use of farmer groups as part of a new “total approach” to rural

development in India, Pakistan. He argues that a “whole village, officially-
inspired . primary co-operative” 1s no longer an automatic choice for grouping

farmers, and that governments, as well as voluntary organizations and industry are

tending to use small groups of directly concerned farmers. Huppi and Feeder
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(1990) also observed that. government organizations such as extension agencies

‘have borne the cost of group formation and technical assistance in many countries.

<
i

In Nigeria, the extension authorities, the Agricu_ltural Development
Programme (ADP) help in forming farmer groups. The Women in Agriculture
Pr,oject‘ol" the ADP organise group women farmers (ENADEP, 1997). Some of
these groups are later registered as women co-operétive farmer groups. ’lhc
implication lor fqrming these groups is that farmer groups, by giving a .ce_rtaip
| " amount of autonomous responsibilityior décision-’maki‘ng powers to farmers, will
help to provide the motivation for farmers to co-operate in their work apd produce
higher levels 0.1’ production and thus incomes (Oxb)'/, 1'983).'  So"metimés, I"ar.m‘ers

»

group themselves ¢ that they can form a common Iront in their bid to get favours

from government, for example, the Congress of Nigerian Farmers and the Nigerian
’ .
[ '
Farmers Council. Farmer groups facilitate credit delivery and credit repayment;

the credit is uSLizﬂIy for fertilizer, seed, pesticide or agricultural equipment or for
the construction of boreholes and irrigation structures and other. shared facilities
(Oxby, 1983). She also observed that farmer groups are sometimes set up to raise
money from members, for exalriple, members of farmer’s councils in Nigeria
brganize savings and credit clubs in order to buy fertilizer or for small-scale
marketing.

i

w
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2.4.2 Women Groups in the Society
'Womep groups. have existed in N-ige)‘rian'traditional society from time
immemorial. Besides complementing the roies played by men, they serve the
‘interest of their women members. They axl'e known to bev acltive in agricultural
.production, provision of -social services, social security, religlious practice an'd.
adjudication of legal issues (DSM, 1990). Ollen times, women organ_ize"f

themselves into co-operative groups in order to carry out these functions.

2.4.3 Group Lending

The failure of zlgl'iqtlltLlral development bani<s and othef rural lenders to
/ reach low-income producers with aﬂ’ordg@q_’ credit has led 1o a search {or other
arrangements (Braverman and Guasch, 1989a, 1989b). Group l‘ending 1s a popular
alternative. In recent years, lending through groups is the institutional arrangement
most discussed (Acfjms and Ladman, 1979; Bhatt, 1988; Huppi and Feder, 1990).
In group lexiding, a lender may provide funds to the group as a whole which then
| disbursesiaclcording to agreed ériteria (Huppi and Feder, 1990). In sucﬁ a case, the
group is jointly’ liable for the entire amount of the loaﬁ'. Most rural financial
i.llstitutit)ns whose credit portfolio is characterized by very small average loan size
‘have exténded loans to groups relying on joint Iiabiiity mechanisms without

" collateral (Yaron, 1994). Joint liability implies that all group members are

-
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sanctioned if anyone member does not repay his or her loan (Zeller, 1994). That
is, members are responsible for the cost of fie'l’al.llt by aﬁy member. Social and
economic lin‘ks give group members the OptiC;l‘il of applying sanctions to pressurize
the peers to perform. With group lending, the lenders transaction cost is saved as
groups distributé, monitor and often times collect loans (Feder and Huppi, 1990;

Due et al, 1990). Participating members improve their access to credit and obtain’

better terms than they would qualify as individuals.

The homogeneity and size of ‘the group i$ a crucial feature for adequate

performance. Yaron (1994) noted that using a small homogenous group did not

! pose the “free rider” problem and that joint liability can be effective only within a
; .

}
small homogenous group in which peer pressure can be brought to bear. Free

>

riders are members who do not fully bear

lyth'é individual costs of partiCipating’in
group activiiies, knowing that they will be able to reap all or most of the benefits
assc;cjated with groiﬁb membership (Yaron, 1994). Small groups foster closer ties
‘among members and can reduce the cost of information thus loan supervision is

easier. However, the members of the peer group must be provided with incentives

to monitor the actions of their peers (Stiglitz, 1990).
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2.4.4 Previous Record of Group Lending

The bulk of research studies on grbl;lp- credit appear to originate from the
Asian continent. The two rural financial instit‘.utions that have been associated with
group lending are the Bank for Agriculture and Agriculturai Cboperatiyes (BAAC)
in Théiland and the Gameen Bank (GB) in Bangladesh (Tohto;ng, 1988; Hossain,
1988; Yawn, 1994). The GB and the BAAC have le_aned heavily on self-hélé
groups to promote and deliver loans. In some African coun'tries;> group lending h_as '
been used to extend credit to the ab‘le pdor. DL;C et al (1990) reported the use of -
group lending> to extend credit to mostly women groupslin three African countries,
namely; Kenya, Malawi and Tanzania where crédit was-iadlhinistered thrOugh’
" existing govemmé:nt parastatals as in ’[fa_gzqnia, government ministry as,in Malawi
and non-governmental organizations as in Kenya, Tanzania and Malawi altogether.

Owusu and Tetteh (1982) reported group lending in Ghana.

In Nigeriq’,u some credit institutions have extended credit to farmers viq
groups. Some oirt;hem which their activities have already been studied include, the
Fund for Agricultural and Industrial Development (FAID) scheme in the eastern
~ Nigeria (Uzo, - 1983‘), lt‘he Western Nigeria Agriculﬁwal Credit Co-operatives ‘
(WNAC) loan scheme (Osuntoéun, 1973, ljere and Aba}elu,  1973) and the Nigerian

“ Agricultural and Co-operative Bank (NACB) Limited loan scheme (Arene, 1993).



2.5.0 Rural Banking in Nigeria

Rural banking scheme was introduced. in Nigeria in 1977 by the Central
Al :

Bank of Nigeria in order to meet the credit needs of people at the grassroots

especially in the suburban and rural areas of Nigeria (Chordia, 1984). In the

scheme, commercial banks, which have been reluctant to open up branches in the

rural areas, were compelled to expand their branch network in the rural areas. The -

" project was carried out in phases. The first phase ended in June 1980, the second

’

phase in December 1984 and the third ph;isc in July, 1989. "Today, there are 756

such rural bank branches across the country (NBCEB, 1993).

>

2.5.1 The Community Banking System

YL ) !
y 1 .

Following the poor participation of the rural people in commercial bank

branches located i rural areas due to the complex, sophisticated and often times

cumbersome banking operations and for the fact that they have less education and

that these banks demand collateral security which they cannot afford, the federal

government introduced the community banking system (NBCB, 1993). This was

done in order to alleviate the suffering of the masses through the creation of an

enabling environment and needed financial delivery system that could fuel

economic growth. A community bank is a bank, which can be established by a

community or a group of communities to collect on behalf of its customers, money

' R
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[
| /' largely on the basis of their self-recognition and credit worthiness (NBCB, 1994).

o
W

and proceeds of banking instrument (Decree No.46, Section | of 1992 of the

Federal Republic of Nigeria). Financial services are provided to the members
. 3

The community banking system was launched with the Opening ol Alheri
Community Bank, Kaduna by the then President, General Ib1'ahin1 Babangida on
Monday, 31st Dec:c:f_mber, 1990. Since then, the community banking system. has’ ..
| grown very rapidly from 9 community baqks in 1991 {0 about 1,358 com‘mm.]it.y
banks in'1996 (Chawai, 1996). Owneérs of a community bank inclLlldev com.muniljy
development associations, trade associations, 'FE)rlﬂér groups, age gra'de and
corporate bodiés operating within the community ah‘d indigenes of, and.ihdividu.als
within the community, ex'cept that no ;ingle .iﬁdividual shall h.old mbrt; than 5
percent of the'share of a com1himity'banlg (N}SCB, 1993).In Enugu State presently,
there are twenty-six community banks. |
2.6 ?ﬁnaiytical Frz;meworl(

The nature and purpose of a study determine§ the types ol analysis that can
be employed. While the calculation of rates, means, frequency distribution and
Apercer‘)tages may b'c‘adequate for some exploratory studies, more detailed and

higher level analysis will be required for case studies and sample surveys

especially those that deal with quantitative data-(Eboh, 1998).
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For analyzing &pgndence, regression analysis is the most commonly used
technique. Specifically, the regression mod_ell can be stated thus: Y = (X, Xq
X,) - u, which states that Y, the depend!ent variable Is a function of various
explanatory variables represented by X (Koutsoyiannis, ]981). Arene (1990) used

this method to determine the loan repayment indicators that affect the repayment

performance ol tarmers under the supervised agricultural credit scheme.

In predicting credit risk position of the borrowers, credit-scoring mb'd.els are
used {Chhikara, 1989). This could be by behavioural or performanée’ scoring or

application scoring. According to Berthoud and Kémpson (1992), in

behavioural/performance scoring; information is gathered. on each behavioural

dimension and then used judgmenl:all.y_xgp (_determine the apblicant_s ‘ngre on each
dimension on a scale of 0 — 10. Once the scores of the individual have been
determined 01]-alll‘the relevant factors, the next issue to consider is to d‘erive one
summary score. A summary score is a way of combining the scores on dif‘férent
behavioural dimensions into one convenient index. T he index facilitates
{ptex’px'etation. ~However, th:is .m_ethod does not give reliable information because
human behaviour is characteristically dynamic and sometimes volatile so that exact
measurement and rating of such behaviour may therefore still be more of an art-

v

O
than &'science.
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(\%\,“ the other hand, application-scoring technique is essentially an actual
exercisél;(Berthoud and Kempson, 1992). .Credit scorecards are built upon a

. 1

statistical analysis _of the characteristics of previous borrowers. Characteristics,
which .are associated with good chances of timely repaymeﬁts, are given -high
scores; those associatea with bad paying are assigned low scores. A total score is
calculated by adding up the characteristic scores for a parlic.ular applicant, anq: '
compéred with a pass mark; above which the application will be accepted an'd

’

below which it will be refused.

_Sl'atistical techniqueé used iﬁclhde discriminant anallysils, fogit and probit
modéls (Chhikara, 1989). Discrhﬁinant_ analysis will ‘be used xfor this study. It
applieg relevant loan customer altributessin.order (o assign them to various risk
groups, reflecting t]¥eir relative credit worthiness (Chhikara, 1989; Arene, 1993). It
has been used in.farm loans as in Arene (1993), Reilléel énd Brake (1966), I;Iardy

and Weed (1980).

Disgﬁminaﬁt zﬁnalyéis begins with the desire o statistically clistinlguish
between two or more groups of cases. These “groAups” are defined by the particul;ar
research situation. For éxample IWO groups cﬁ' borrowefs, one with goéd aCCOL:ln‘t
(G)) and thé other \;vi.th béd account (G;) or a group of experimental laboratory
animals given drug A versus a group given drug B versus a group given no 'drugs

~at all.
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To distinguish between the groups the rescarcher selects a collection of

~

discrimfinating variables that measure characteristics on which the groups are

«

: S
expected to differ. For instance, in that of those with good or bad account, a set of

socio-economic properties may have been collected or-in that of laboratory
animals, the various physiologidal features of the animals may have been observed.
The mathematical objective of discriminant analysis is to weigh and linearly.
combine the discriminating variables in some fashion so that the groups are forced

_to be as statisticully distinct as possible (Klecka, 1975). In other words, we want 1o
be able to “discriminate” between groups in the sense of being able to tell them
apart. For instance, if our groups were those with good account (Gy) and those
with bad -account (Gi), we would probably find that some socio-economic
. . _\-‘v\' - L}
attributes-like hou *hold size and occupation would discriminate between the two
y .
groups. Hence, by taking several qualities or attributés and mathematically
combining them, we would hope to find a single dimension on which those with

good account (G,) are clustered at one end and those v "th bad account (Gs) at the

other,

Discriminant analysis attempts to do this by forming one or more linear
combinations of the discriminating variables. These “discriminating [unctions™ are

of the form:



Di = di,Z, + di;Z, + ... + diZ, where Diis the score on discriminant

function i, and d’s are weighting coefficients, and the Z’s are the standardized
('s “a )

values of the p discriminating variables used in the analysis. The classification

coefficients are optimal output in subprogram Discriminant (Klecka, 1975). The

discriminant scores (D’s) for the cases within a particular group will be fairly.

similar. At any rate, the functions are formed in such a way as to maximize the -

separation of the groups. Once the discriminant functions have been derived, we

aré able to purfe two research objectives of this technique: analysis and

'

classification.

The ana.lysisA aspects of this technique brovide several tools - for »the_
interpretation of data. Among these alje_‘,ﬁtzll_tistical tests for measuring t.hé succéss
with which the discriminating variableé actually discriminate when' cdmbined into
the discriminant functions. The stati_stical tests include Canonicai correlation,

which tells us how closely the function and the “group variable” are related that is

" another measure of the function’s ability to discriminate among groups. Lambda is

~

an invgrse measure of the discriminating power in the original variables which has

>

not yet been removed by the discriminant functions — the larger lamda is, the less

information remaining. Furthermore, the weighting coeflicients can be interpreted

‘much as in multiple regressions: In this respect, they serve to identity the variable,

which contribute most to differentiation along the respective dimension (function).



The use of discriminant analysis as a classification technique -comes after

the initiai computation. Once a set of variable is found which provides satisfactory
discrimination for'cases with known group memberships, a-set of classification

-« functions can be derived which will permit the classification of new cases with

unknown membership. Thus, if we find characteristics that do'well in predicting
borrowers with good' or bad accounts, we can use these to predict likely individuals

with good or bad account if they had gone to borrow.. As a check of the adequacy

-~ '

, P \ . . . :
of our discriminant functions, we can classify the original set of cases to see how

many are correctly classified by the variables being used..

Often, the researcher is faced with the situation in which there are more
discriminating variables than necessary to,achieve satisfactory discrimination. To
select the most useful ones, a stepwise procedure is used. Further evidence about

group differences- can be derived from the group centroids. The centroids

summarize the group locations in the space defined by discriminant function. )



3.0 | T RESEARCH METHODOLOGY
3.1  The Study Area <«

Enugu State was the study .area. The selectior of the state was purposive..
The state which is one of the 36 states in the federation is loqated betwee;ﬁ latitude
5°56’N - 7°06°N and longitude 6°53°E and 7°55°E (Ezike, 1698). Enggu State is
bounded on the northeast by Ebonyi State, on the north by Benue Stafe and Kogl
State, on the south by Abia State, in the '¢aét by Crbss River Sta;e and ir_’lithe x-_’vest
by Anambra State (Government Pr‘inter,.Enugu, 1996). .The state oc?:ub_ies én area

of about 8 022. 95km?* (Ezike, 1998) and has a populallon of 2452 996 (\IPC

1991). The vugetdtlon 15 derived-Savannah with u,nalmc soils.

According to the State ADP ¢1997), Enugu State with seventeen iocal
government areas, 1s divide.cl into 3 major agricultural zones, namely: Awgu Zone -
comprising Awgu, Aninri, Oji river, Nkanu East, Nkanu West and Enugu Soﬁth;
Enugu zone — comprising Enugu Nonth Enugu East, Ezeagu, [gbo-Etiti and. Uch
and Nsukka zone — comprising Nsukka, Igbo-Eze North, [gho-Eze South, [zi-Uzo,

Udenu and Uz_o-thani‘. Figure 1 shows the map of Enugu State. ~ ~

The major occupation of women in the state is farming. Vegetables, root

Crops, e.g. cassava, yams, cocoyam, potatoes and cereals e.g. maize and rice are

mostly. cultivatéd. They also rear domestic animals like poultry, sheep and goat

and pigs. The vegetation is derived savannah.
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3.2  Sampling Procedure

Multistage random sampling technique was used. Two agricultural zones,

Nsukka and Awgu zones were selected randomly. A list of some women groups .

and indivi_duals that botrowed from community bahks in the two"zvcl)'nes was
compiled with the help of the members of ADP staff responsible for wdmen in
agriculture programme in each zone. Then 10 groups, 5 from each zone, were
random selected from among the ones identified as t\hose where members -shére

-

loan among themselves. Then 5 individugl beneficiaries were randomly. selected

from each group giving a total of 50 group women farmers. On the other hand, 50

non-group women farmers were randomly selected from the list, 25 ‘from each

zone. ' .
A total ol 100 group and non-group women farmers were used for the study. Nine

-

community banks “irom which they borrowed were used. Nine officials were

- interviewed. This gave a total of 109 respondents.

3.3  Data Collection

Data used for the study were collected from both primary and secondary
sources. Two sets of detailed sﬁ'uctured questionnaires were used in c‘ollécting
aata from primary sources. The primary sources were the group and non-group
women farmers and the bank officials. Data on socio—économic attributes of th‘e

farmers and- their experience in the loan transaction were collected. "Data from

iy



bank of‘ﬁciﬁls included date of establishment, number of group and non—'group

women farmer loan beneficiaries, number}of applications received, amount of

money disbursed, timeliness of disbursemen:[fterm of loan, purpose for which the

loan was granted, amount repaid and problems associated with‘ the loan transaction.

The data were collected from the month of August to December 1998. The
, .

researcher interviewed some respondents while enumerators employed by the

researcher interviewed some.

Ilowever, because of some ljmilapions, .dutu \\»\'cre collected {from- eighty-
eight respondents, 45 group women farmers and 43'non—g1jm'1p women farmers.
Out of the 45 from group women' farmer's,.somg us'éfull_,.inform‘atiqn ,Wer_e.riot
supplied in 5 while for the non-group, 3 was not Complel‘éd '.wcll s0-that eight
respondents were used, 40 group and 40 non-gr‘oup women {armer borrow;:rs.

Data were also collected from nine community banks used by the farmers.

Secondary data were sourced from National Board for Community Bank

3

reports.

3.4 D:_uta Analysis

Objectives | and 5 were realized using descriptive statistics, means,

percentages and (requencies.

Objectives 2, 3 and 4 were realized using multiple regression an_alysis,‘t—test

and discriminant analysis respectively.

(‘&
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The regression analysis nwasLu*ed loan repayment (Y) as a function 61‘301110
variables, w}iich affected its behaviour (Koutsoyiannis, 1981). Three regression
ahalysis wé;s run, one each for group and 1‘;1'0‘11—group women farmer borrowers
combined, group women farmer borrowers and non-group women farmer
borrowers. . o p

The forms showing the number of variables for each of them are:

i

(1) For group and non-group women farmer borrowers: .
fo=1 (Xl> X27 X]v X"I: X5> X(): X?\'a X()s Xl().)
(2)  For group women farmer borrowers:

Y =X, Xo, Xa, Xy, Xs, X3, X, Xo, Xio)

(3)  For non-group women farmer borrowers:

Y = 11Xy, Xa, X3 Xy X, X x’\), X,10) o :
Where Y = loan repayment (%).
X, = Age of Respondents (Years)
) X5 = ' Household size of respondents
X3 = Farming experience (Years)

X = Level of formal education (Years)



" Xs = Type of farming (dummy variable, 1 for crop and 2, fdr
animal farming).
Xe = Group or Non-group (dummy variable, 1, for group and 2, for

non-group).

X, = Number of farmers per group
Xy = Size of loan (M) |
Xy = Distance from home 1o soutce of loaﬁ (km)
Xio = Net cash in0011'"1¢ ™) |
e = Error term.

Three functional forms, the linear, log and double—log forms were tried.

- The linear form was:

Y = by + bX, + bXy + biXs + Xy + bsXs + beXy + boXg + byXg + beXg

+ beXjo t+ €.

Nt

The log form was:

Y = bb + b1 X+ b Xy byl Xy + byl Xy + bs 1 Xs + bl Xe + byl Xy

+ bSInXB + béllle) + blOlnX'-lO + e

While the double log form was



LnY = bO + bl ln>{l + b2 ln X2 + b3 ln X3 + b4 ln Xl :+ bS.ln XS ;{_ b_() ln X() +, b7 ln

X7 +,.bx lnXS + b() 1"X9 + bl()lnXIO + -C.

]
,

The formula used in performing the t-test and achieving objective 3 was:

.

A (X, =X)
{ = e 17 = Z =
n
Where X = Mean score
¢
L8 = Variance
. n = Sample size

The discriminant analysis was*used to classity the respondents. Three
discriminant analysis were done, one for group and non-group women farmer
borrowers combined, another for group women farmer borrowers, and a third for

non-group women farmer borrowers. The set of variables used for the regression

analysis was also used.

The borrowers were grouped into two. Those who repaid 100% were
grouped as good credit risks (Group 1), while those who repaid less than 100%
~ were grouped as bad credit risks (Group 2). Stepwise discriminant analytical
’ . .
Ry . : . C
1| procedure was used in selecting the discriminating variables.



The discriminant analysis model was presented explicitly as (equation for

one group). :

1

Ci = CilV, + CipVy + CisVy + CigVy + CisVs + CigVy + CiyVq + CigVy +

CigVy + Ci;pVig + Cig

Where, _ | '.’
Ci = the classification score for group i.
Ckj’s = classification _cqefﬁci:ént.s .
Cio = / Constant
Vs = Raw scores on the discriminating variables:

n

Statistical test of significance of the discriminant function was done using
i - :

Canonical Correlation, Wilks’ Lambda and Chi-square statistic.

3.5  Scope/Limitations of the Study

This study compared the credit use and repayment peri’o-rmanc»e‘ of group

and non-group women farmers under the community banking syﬁem in Enugu
State. Individuals under the groﬁp and those not uﬁder the group \S{el‘e used. It did
" not consider the borrowers that used credit as a group. Also. community bank was

the only financial institution used.



/

The research was carried out where illiteracy was- widespread and farmers

/

~ kept little or no records of their farminé; '—';activilies.' In most - cases therefore,

information given were based entirely on what the respondents were able to
remember at the time of the interview. More so, many of the respondents were

reluctant to give answer to questions especially when it relatés to their income.

3

Some doubted the motive behind the study despite some explanations as regards *

the aim of the study.

’

Furthermore, the community bank ‘ofﬁcials' were not always ready to -give.
information rggardingltheir loan trzimsac.l'i'ons and custbme;'s.. This 1_3(_>sed some
problems. Also, the ADP staff who helped in locating some of 'ihe women grc;ups
and individuals who borrowed from community banks also 1“(le111(1 problems in

locating them.
However, in spite of these limitations, the results of the study are good
approximation of the credit use and repayment performance of group and non-

group women farry :rs under the community banking system in Enugu State.



4.0 | RESULTS AND DISCUSSION

4.1  Socio-Economic Characteristics of the Respondents -

4
[

The e‘ffc;ct of various socio-economic attri‘butes that could influence credit
use and repayment rate of the women groﬁp and non-group farmer. borrowers was
studied. Berthoud and Kempson (1992) noted that, in smallhoider farming, _credivt'
use and repéyment performaﬁce is determined by householcl’é socio-econc,)rilic-'-;:»:f:':

characteristics. The socio-economic attributes studied included age, household

)

size, fe}&gning experience, level of formal education, type of farming, group or non-

.group membeyship, number of farmers per group, size of loan, distance from home

to source of loan and net cash income.

4.1.1 Ageof Respondents

The age distribution of group and non-group women farmer borrowers is shown

__in _Tébles 4.11 ard 4.12 respectively
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Table 4,11  Distribution of women group farmer borrowers according to
age, credit use and repayment rate.
Age Range Use &f Credit Repayment Rate
Years Frequency Percentage of Type of Farming No with Y% With full -
Respondents (frequency) full Repayment
Crop Animal Repayment .
30-39 14 3570 2 2 5 3570
40.49 18 45.0 13 5 14 77.80
50-59 8 20.0 6 2 8 100.00 -
Total 40 100.0 it 9 27
% 22.5 67.5.

I Source: Field survey data, 1998.

Table 4.12  Distribution of women non-group farmer Borrowers according
to age, credit use and repayment rate.
. * » .

Age Range

Use of Credit

Repayment Rate

Years Frequenc'S/ Percentage of - Type of Farming  No with full % With full
Respondents (frequency) Repayment  Repayment

‘ Crop Animal

< 30 ! 2.5 1 ' 0 0 000

30-39 14 35.0 10 4 4 28.57

40.49 22 55.0 9 13 17 77.27

5059 3 75 30 3 100.00

Total 40 100.0 2317 2% |

‘ %o 57.5 42.5 60.0

Source: Field survey data, 1998.

The tables show that the majority of the respondents, 45% of the women

group farmets and 55% of the' women non-group farmers fell within the age ranged

W

of 40 <49 years. The age range of less than 30 years had the lowest with 2.5
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v/' .
percent for non-group women farmer and zero for group women farmers. In

addition, the majority ol the women group. fr'c}mwrs who practice ciher crop or
aﬁimal farming fell within the agé range of 40 — 49 vears while for non-group
women farmérs, the majority of crop farmers fell within th¢ age range of 30 - 39
years Whilé! the majority of animal farmers fell within the age rangerof 40.- 49
years. Percentage of full repaymeﬁt increased with age for both group and non-
group women farmers, with those withih the age reipge df 50 —59 yealjs having thé -
highest repayment rate. This sugge'st:s that.blder Qnes ilacl a"higher degyeg oi moral

suasion and is more willing to repay. -

4.1.2 Household Size of the Respondents
. The results are presented in Tables 4.13 and 4. 14. ‘

Table 4.13 . Household size of group women farmers by use and repayment

rate. :
Household Size : , 'Usg of Credit- Repayment Rate
i Range  Frequency Percentageof  Type of Farming No with % With full
. . Respondents (frequency) full Repayment,
| . N ‘ Crop Animal Repayment
1-3 4 10.0 4 0 . 4 . 100.00
6 18 T30 15 3 8 100,00
o 1-9 17 42.5 Ll 6 5 29.41
Above 9 I 2.5 1 (R 0.00
Total a0 100.0 31 9 27
25 675

}, % 775 22,

Source: ‘Field survey data, 1998.




Table 4.14 Household size of non-group women farmers by use and
repayment rate.

Household Size v'-}ste of Credit - Repayment Rate

Range  Frequency Perceﬁmge of Type of Farming No with full % With full

Respondents (frequency) . Repayment Repayment"

Crop Animal

0 . 2 . 100.00

-3 2 5 2

-6 20 50 2 8 T 60.00
7-9 17 42.5 ; 9 10 58.82-
Above 9 1 2.5 1 0 . . 0 000
Total 40 - 000 23 17 24 |
% . T 515 450 . 600

Source: Fiéld survey data, 1998.

The résults show that the household‘size 61’ the major‘i'ty of the _respo'ﬁ'depts. .rimged
from 4 —~ 6 z‘iﬁd 7 — 9 members. Among the gl*oL{p women 'farmers, 45% héd a
household size of 4 — 6 and 42.5% had\ a household size 0f.7' -9 bn the other
hand 50% of the non-group Women farmers had 4 — 6 members while 42.5% had 7
- 9.. Also, the majority of the respondents who invested in crop farming iiad a
household size ranging from 4 — 6 members while the majority of the respondents
who invésted in animal farming had a household size ranging from 7 — 9'membei‘s.‘

"y

As régards percentage of full repayment, the result showed that it decreased as the
number of dependants increased for both gnb‘up and non-group women farmer
borx:owers. Thié 'SUggests thaf-the- higher the number of dependants, »the' more the

household expenses and hence the less the repayment rate.
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4.1.3 Farming Experience of the Respondents

Tablés 4.15 and 4 16 show the falmmg fexperxence of the group and non-
w\) :

v

group women farmer bonowers respectivély-in relauon to their credit use and

repayment rate. .
: . )

Table 4.15: Distribution of group women farmers according to fmmmg
experlencc, credit use and repaymen( rate.

Farming Experience Use of Credit Repaymerit Rate .

Range  Frequency Percentage of , Type of Barming . ; No with full %% With full
(Years) . o Respondents - (frequency) Repayment-” Repayment -

- Crop Animal

1015 .5 12.5 .5 0

3T 6000

= 20 50.0 I ST 6500

21-25 6 1500 s ! 3 50.00

26 —30 7 117.50 5 2 6 877

> 30 2 5.0 2 0 2 100.00
Total 40 . 1000 3 9 27
% / 77.5 325 67.5

Source: Field survey data, 1998, oo !
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~ Table 4.16: Di-tribution of non-group women farmers according to farming

experience, credit use and repayment rate.

Farming Experience U;seof’ Credit C -Repayinq)__l Rate

Range  Frequency Percentage of Typé-ol' Farming  No with full % With full

“(Years) Respondents (frequency) Repayment  Repayment

Crop  Animal

10-15 8 450 9 9 8 44.44
[6-20 o 30.0 6 6 6 50.00
21-25 4 1.0 3 ! 4 100.00:..
26 30 6 15.0 5 L 6 100.00
> 30 0. 0.0 0 6 0

Towl 40 0o - 3 11 2

"% — 575 25 760.0

Source: Fieldj';urvey data, 1998,

The majority of the group women farm?r borrowers (50%) féll '\.vil'hin the rangé of
16 - 20 years of farming experiénce whilé the lowest (2%) were wi't»hiin- the rangé
of greater than 30 years of farming experience. On the other hand, the m‘ajoyity of
the non-group women farmer borrowers (45%) . fell within the range of 10.— 15

years of farmling expefience while the lowest number, (1%) fell within the range:of

21 — 25 years. None of the non-group women farmer had number of years farming

_experience greater than 30 years. On use of credit, the majority of the g5roup

women farmers who invested in crop or animal farming had 16— 20 years of
farming experience while the majority of non-group women farmers who invested

in'crop or animal tarming had 10 ~ 15 years ol farming experience.
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As regards percentage of full repayment, there was no clear relationship in

that of group women farmers, however, those with the highest nunber of years of

farming experience had the highest repayment rate. For non—group women

farmers, percentage of full repaymient increased as the number of years of farming

experience increa: ;d. _ . |

4.1.4 Educational Level of Respondents |

The educational level of respondents in namber ol years of schooling in

! . . c
relation to credit use and repayment rate is shown on Tables 4.17 and 4.18, for

group and non-group women farmer bm_*rowers respectively.

Table 4.17: Distribution of group women farmers by years of schooling,
: ‘ credit use and repayment rate.

Yéars of Schooling Use of Credi ' Repayment Rate
: Range Frequency  Percentage of Type of Farming No with full % With full
(years) Respondents (frequency) Repayment Repayment
Crop Animal
< 6 15 375 . 12 3 [3 A 86.6’-/
6-12 22 55.0 18 5 Il ©50.00
13-17 3 75 2 | 3 ‘ 100.00
Total 40 100.0 30 9 27 e
% 77.5 225 675

Source: TField survey data, 1998.
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Table 4.18:  Distribution of non-group women farmers by 'years of schooling,
“credit use and repayment rate.

Years of ¢ _hooling ’Uge of Credit Repayment Rate
Range Freq uenc& Percentage of Type of Farming . No with full % With full
(years) Respondents (frequency) Repayment  Repayment

Crop Animal

<6 o 7 7S 7 0 T

7 100.00
6-12 /22 55.0 16 6 | 8 36.36
13-17 ¢ 11 275 S0 i 9 81,83
Total ' 40 100.0 237 24 |

% T 5Ts ., as . 600

Source: Field survey data, 1998.

'The data Sl.'l.l(’)W that 37.5% of gro;up women farlﬁe}"s' ha;l ,léss than, .‘.6 -years of
schooiillg, 55% had 6 — '12 years of schooling W]_;ile 75% had 13 —' 17 yeﬁfs of
schooling.  For non-group_;women farmeré, .17.5 percent had less thziﬁ ¢ years of
schooling, 55 percent had 6 ~ 12 years of schooling whilé 27.5 percent had 13 - 17
years ol schooling.  Percentage of {ull repayment of credit by the 1_‘_c:sp§ndent5 did
not t‘ollo&;\/ a defined pattern. For group women farmer borrowers, those with 13 — 17
years of schooling had the highest repayment rate while those with 6 "—-12 years had
the lowest repayment rate. For non-group women farmer borrowers, those with l‘ess
than 6 i'ears ol schooling had.the highest repayment rate while those with 6 — 12 years
' of séhooling had the lowest repayment rate. The highest repayment rate recorded by
those with 13 — 17 years of school among group w01ﬁen farmer borrowers could
suggest that they were the leaders, of the groupé because, ordinarily thoéewith lowest

number of years of'schooling repay more as in the ﬁndings of Nwankwo (1996).

Nper
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4.1.5 Typé of Farming by Respondents
Results of the .stucly show that 77‘? péx"cenit of gl'.(SLlp‘ women férmers
invested mainly in crop farining while 22.5 percent invested nﬂainly'in animal
farming (Table 4'19).' On the other hand, 57.5 percent .'o'f the non-'group women
farmers invested in crop farining while 42.5 percent of thexlllinvésted in animal
farming (Table 4.20). Percentage of full repayment was higher for cfop ‘f’al‘niet‘s?

“than animal farmers among group women farmers while it was higher for animal

farmers than crop farmers among non-group women farmer borrowers.

Table 4.19:  Distribution- of group women mrmexs by type of f'nmmg and

repayment rate. g
m’f’ype of  Noof - Percentage No with full g Y% With' full
farming  Respondents respondents Repayment Repayment
Crop 31 N 20 66.74
Animal 9 . o225 6 : 66.67
" Total 40 100.0 | 27

Source: Field survey data, 1998.

-

Table 4.20: DlS[l ibution of non-group women farmers by type of farmmg
' and repayment rate. '

Tyhe of - Noof ~ Percentage No with full  %With fuli

farming  Respondents - respondents Repayment  Repayment
Crop .- - 23 57.5 ) 43.48
Animal 17 - 42,57 14 §2.35

Total 40 ' 100.0 24

Source: Field survey data, 1998.
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4.1.6 . Credit Use by Group and Non;Group Members

As ,-egards"speciﬁc use by crop and arﬁg_nal farmbi'.s, the result showed that the
f1'end was the same for both group and non-éoup women farmers. Most. of the’
;‘gspondenté who invested in crop farming used credit, in a d@_ci*easing ’order, from
buj/ing of inputs, increasing 'thelnum'ber‘of hectares under cultivatién, hiring of labour
to stori_ng of their products. Also, most of the respondents who invested in animali{j:‘.;;-
farming used credit,v;in a decreasing order, from increasing stock, buyiﬁg morc-d_mgs

(medication), buying more feeds to hiring of labour (Tables 4.2 land 4.22). .

Table 4.21: Credit use and repayment rati? of the croj farmers.

-'jk— w -
a =] : .
P QD
& 2 S o & £ Specific Use . . Repayment Rate
S . @ 5 B & .
o0 = o g & q) ’
= o (=} (¥
w 2 o 5l &£
O B | Z& &0 ,
i ii iii iv ~No with full %With full
_ No % | No % No % No "Repayment Repayment

Group 40 31 77. |22 70.97 } 30 96.77 | 20 64.50 1 11 35.48 é] 66.74
Non- 40 | 2t 57. 19 82.61 23 100 [-18 7826 |7 | 3043 10 . 43.48
Group | ' 5 = '
Total 80 54 ' 41 53 38 18 31

Key: For Crop Farmers

i = To increase hectares under cultivation

i = To buy inputs

iii = Hire Labour/Machine

iv = Store products

Source: Ficld Survey dala, 1998
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Table: 4.22 Credit use and repayment rate for animal farmers.

.

— S
« o wn
= bS]
= £
> « w5 Crpcific ’ ' ;
- g " on 2 . Specific Use _ Repayment Rate
) 2 |%¢ | 5% |
< S £ | 28
O E | 2E | &<
b i i i iv No with full | %With full
| I N % | No % No o, No o Repayment -| Repuyment
0 ’ .
T40 [9 325 91100 |6 |6667 [6 6667 |1 |10l |6 - 66.67
Group' | ‘ A ‘ ' :
Non- |40 | 17 425 |7 | 100 |12 | 7059 |17 | 100 |2 | 1176 |14 82.34
Group . , . : ' g . '
Total | 80 | 26 T T 23 3 30
Key: For Animal Farmers = =
| i = To increase stock ' , o K
i = To buy more feeds
- i = ‘To buy more drugs/medication
' iv = To hire labour

" Source: Field Survey data, 1998

Percentage of full repayment of group women farmers was higher than that
of non-group women farmers. Percentage of full repayment was 67.5 percent for

group women farmers and 60 percent for non-group women farmers.

~
" /

o

P




- and repayment rate.

4.1.7 Number of Farmers Per Group.

Table 4.23 shows the number of farmers per group in relation to credit use

%

f

Table 4.23: Distribution of women farmers by number pcr group, uedlt use
and repayment rate o "

Group Women Farmers o Use of Credit Repayment Rate .
- R(‘;Irlgzsi Number of Percentage of _l }}}i:;ul?e:::z;)mg Noiwith full  %With .full
Number Respondents  Respondents | 'C'ropiAn‘imal « ‘ch‘gymc_nt ~- Repayment
10-20 5 375 . 10" 5° 3. 8667
121-30 10 C 250 10 0 T 70.00
31-40 5 125 5 0 3.0 60.00
“41-50 T3 s 1 4 o2 40,00
> 50 s . 125 .50 2 40.00
Total 40 710000 - 31 9 27 ’
% = 775 7.

-Source: Field survey data, 1998.

The greatest number of respondents (37;5%) fell within the vrang‘e of
between 10 — 20 women farmers per group while the lowest number of respondents
(12. 5%) fell within the ranges of between 31 - 40 41 — 50 and greater than 50
women i'armers per group. The greater number of those who invested in crop and

anima_}l\ farming also fell within the group number range of 10 — 20 women farmers
W ' ! .

per group.
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Percentage of full repayment decreased with an increase in the number of

farmers per.. group, that is, as the number of farmers per group increased,

Tn,ow

el

pelcentage of tull xcpayment decreased. This suggests that peer pressule was more
effectwe in groups with lesser number of farmers thus ensuring beuel 1epaymenl

rate.
4.1.8 Size of Loan to Res'pondénts ‘-

Tables 24 and 4.25 show the distribution of size of loan offered to the respondents

- in relation to credit use and repaymém rate.

Table 4.24: Distribution of women group f‘lrmers by size of loan, credlt use
and repayment rate ‘

Size of Loan - - Use of Credit Repayment Rate
. o | . * Type of Farming T o o
Range (M) Number of  Percentage of (frequency) No with full % With full
: Respondents Respondents Repayment  Repayment
, o Crop  Animal , :

- 1,000-5,000 - -1n 25.0 10 0 -6 - 60.00
5,001-10,000 20 50.0 17 3 13 65.00
10,001-20,000 10 25.0 4 6 8 80.00
> 20,000 o 0.0 0 0 0

Total 40 100.00 31 9 13
% . ' 71.5 225 67.5

Source: Field survey data, [998.

/
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Table 4.25: Distribution of women non-group farmers by size of ioan, credit
‘ use and repayment rate

Size of Loan # 7 Use of Credit - " Repayment Rate
) i ‘Typc of Farming ) )
Range (N) Number of Percentage of (frequency) No wlth full % With full
Respondents Respondents - Repayment  Repayment
_ _ _ Crop Animal ‘ :
" 1,000-5,000 0 0.0 0 0 . 0
5,001-10,000 1 2.5 1 0 1 10000
110,001-20,000 10 25.0 10 0 6 60.00
> 20,000 29 72.5 12 17 17 5862
Total 40 100,00 23 17- 24
% | . 423 60.0

Source: Field survey data, 1998.
For group women farmers, SO%I of the respondents recei'“v'ed. be_t;veen
T N5001 — N10,007, 25% received betwéen B1000 ~ NS000 and 310,001 — 20,000
while noﬁe of the x'eépéﬁdents received above N20,00. The réverse v;'as the case
tor noﬁ—group women farmer borrowers. The majority of them, 75.5%_,“collectecl

above %420,000; 25% got ameunts between N10,001 — N20,000, 2.5 percent got

amount between N5001 — N10,000.

As regards credit use, the majority of the group women farmers who
received amounts between N10,001 — N20,000 invested in animal farming while

the majdrity of those who received between N5001 — 810,000 invested in crop

‘. . ;') . . ~ ' YN J
farming. “Also, the majority of the non-group women farmers who received loans
e

above N20,00 invested in Animal farming while those who received less invested
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in crop farming. These results suggest that animal farming was more capital

intensive. - B N

On percentage of full repayment, for group women farmers, the higher the -
size of loan, the higher the percentage of full 'repayment‘\'\/hile tor non-group

wometY farmer borrowers, the higher the size of loan, the lower the repayment.

This suggests that non-group women. farmer borrowers tend to defaul'tw'
when the size of loan is high while group. borrgwers, probably due to higher peer

pressure, repay more when the size of loan is high.

4.1.9 .Dista'nce From Home to Source of Loan -

ot »

The dis{ance from home. to_source of loan of 30 percent of the group
women farmers was in the rénge of 6 — 10km. That of 37.5 percent of them ranged
from 1 — Skm while that of 12.5 percent was frovm_ L1 - 151;m (Table _4.26). Op ;he
dyhel’ hand, the d:is.tancelfrom home to source of lc->anAfor 525 percent of the non-
group_farmers was | — 5km, while t’hat of 45.5 percent was iﬁ'qm 6 — 10km while

that ot the remaiiting 5 percent was 11 - 15km (Table 4.27).
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Table 4.26: Distribution of group women farmers by distance to source of
loan, credit use and repayment rate '

Distance to Source

i ~Useof Credit

Repayment Rate

‘ *I‘ype of Farming

Range Number of Percentage of (frequency) No with full. %With full
(lml1) Respondents Respondents Crop Animal Repayment Repayment
1-5 15 37.5 6 9 . I . 7333
610 20 50.0 20 0o 13 65.00

1115 5 12.5 5 0 3 60:00.
Total 40 100.00 3 9 27 "

% 77.5 225 67.5

Source: | /

Field survey data, 1998. .

Table 4.27; Distribution of non-group women farmers by distance to source
of loan, credit use and repayment rate

Distance to Source

Use of Credit

. Repayment Rate

TFype of Farming

No with

Range Number of Percentage of (frequency) full - %With full
(lam) Respondcnts Respondents Crop  Animal Repayment Repayment
1-5 2] 52.5 13 8 16 76.19

Y6-10 3 42.5 9 8 8 47.06

I1-15 2 5.0 1 1 0 0.00

Total 40 100.00 23 17 24
% _ 57.5 425 60.0
Field survey data, 1998.

Source:

Percentage of full repayment for the respondents decreased with increase in

distance. Generally, the majority of non-group women farmers were closer to their

sources of loan than the group women farmer borrowers.

. ( 3
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As regards credit use, the majority of those who invested in crop farming
among group women farmers fell into the.distance range of 1 — 6km while the
( ¥ " . ‘ . R
majority of those who invested in animal farming, among them, are in the distance

. range of 1 — 5km. On the other hand, the majority of both crop and animal farmers

among the non-group women farmer borrowers were in the distance of 1 — Skm.

4.1.10 “I\‘\_JetFCash Income of the Respondents

e

“Tables '_4.28 and 4.29 show the distribution of group and non-group women

farmers by net cash income, credit.use and repayment rate. -

~ Table 4.28: Distribution of group women farmers by net cash income, credit
use and repayment rate .

P

Net Cash Income " “UseofCredit - Repayment Raie

Type of Farming >
Number of Percentage of Frequency  Percent of

. Ra nge (M)

Reepondents R\espondents Crop  Animal ‘rcpz?)}:illlent) Répi;‘;'lllllellt
(No) (No) :
< 5,000 3 75 2 1 B 33.00°
5,000-20,000 27 67.5 26 . 18 6667
> 20,000 10 25.0 -3 7 8 8000
" Total 20 100.00 31 9 27
' 2.5 67.5

% o 775 2

Source: Field survey ¢ 1a, 1998.
\ "/
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Table 4.29: Distribution of non-group women farmers by net cash income,
credit use and repayment rate

Net Cach Income .. Use of Credit . Repayment Rate
B ! ‘
Type of Farming o , .
_ Number of Percentage of Frcq_uency Perc.ent of
Range (N) ] o o - (full full
- Respondeits Respondents Crop Animal - repayment) Repayment
| (No) . (No) R
< 5,000 3 7.5 3 -0 | 0 0.00
5,000-20,000 ° 23 57.5 17 6 N 47.83
> 20,000 ° 4 35.0 3 1l 13 92.86~
Total 4 100,00 23 11 24
% ' - 575 42,57 60.0

Source: ﬁiéld survey data, 1998.

The .rlesults show t'hat the hé‘t cash ‘income of 7.5 pércent _Qf' t}w group
women farmer borrowers was between 5000 — Mé0,000; 25 pérCent héd nei.cash
income of gréate; than N20,000 \'zvh'i_l'é 7.5vp_ér'éént had nd cash iricome of less than
N5000. Also, the net cash income of 57.5 percent of th.e' liOIl;glfOLlp womén

f_armers was between N5S000 and M20,000: 35 percent -had above N20,000 while

- 7.5 percent had less than N5000.

As regards use, the majority of the respondents wﬁo had net caéh income.of
- between i‘:lSOOO and N20,000 were those who invested in crop farming while tlm,
'~ majority of those who had net cash inc@ne of more than N?.O,()OO were those who
invested in animz-ﬂ farming. This suggests that animal farming was more ]Lipl'a_tive
than crop farming. This, also, explains why the mﬁjority of those who had the

highest number o person per household engaged in animal farming.  Percentage
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of full repayment of the respondents increased with increase in net cash income,

however, none of the net cash inconie groups;had 100 percent full repayment.
V,“

4.2.1 DETERM]NANTS OF LOAN REPAYMENT BY GROUP AND NON-

GROUP WOMEN FARMER BORROWERS

1
In order to determine the factors that influence loan repayment performance ..
of the women farmer borrowers, group and non-group members, a regression

analysis of the data from group and non-gréup women farmers‘was done.

Membership of group or non-gfoup was included as a dqmmy variable, X,. Of the

three models tried, the linear model was chosen. The lineé}_:m.odcl proved better
than the double log considering the number of significant variables, the R? and its
conformity with a priori expectations with respect to sign ol the coellicients,
‘Results of the analysis showed that R squarc was 0.641337(64%). This
implied that the proportion of variation, in Y explained by the independent

variables was 64%. Adjusted R square was 0.595222 (60%).  F-test -was

significant at 0.05 probability levels so that the null hypothesis that no socio-

" economic attribute rejected. Table 4.30 shows the regression results.



Table 4.30: Determinants of loan repayment amongst the respondents

Independent Regression T _ o .Le.vel of

" Variables Coefficients Standard Exror T-Stat Slgl}lﬁczlllce
: (0.05)

Xi 0.67126 0.21919 3.0635 |

X, 230326 0.46915 4.9094

Xs . . 0.08064 0.27732 - 0.2908 NS

X, 1323 0.22042 06002 - NS .

Xs 3.13980 2.31505 113563 NS

Xs : -5.99858 2.62449 - -2.2856.

Xs -0.00027 0:00012 . ', -22137 ~ |

Xs . -0.18534 034205 05419 NS

Xio 0.00055 0.00012 - 5.6277

F—cal 13.90767

Source: Calculation from Field Survey Data, 1998

From Table 12 above age of borrower, household size, group or non-group,

size of loan and net cash income were significant at 0.05 level of probabilities. As

~-/

~ a resulty the null hypothesis was rejected.

4.2.2 DETERMINANTS OF LOAN REPAYMENT BY GROUP AND NON-
" . GROUP WOMEN F ARMERS SEPARATELY.
In order to determine the factors that influenced the repayment performance

of group and non-group women farmers separately, a separate regression analysis

was run for each-of them. The linear model was chosen because it gave the best fit

-
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R . .. . . 2 . .
to the data considering the number of significant variable, the R” value and the sign

‘of the cocllicients.

. !

| Results of the analysjs showed that i“ox' g.'roulp women farmers, R? was

0.75539 and adjusted R* was 0.68201 while for non-group v'v.omen farmers, R*
‘lvaVIUe 0.72577 and adjusted R® was 0.6550. Their values Wé;e sign.iﬁcant 0.05
probability Iével_ so-that the null hypothesis was rejected. Tables 4.31 and 437

show the regression results for group and non-group women farmers respectively. -

’

;’:

Table 4.31: Determinants of loan répayment for group women farmers -

. Level of
: In{l}ep'endent Regr'e“ss‘lon Standaf'd ' T—stat Significance

ariable Co-efficient ‘Error (0.05)
X , 0.747996 0.31646 2.3636 :
X -1.44.0490 0.63849 -2.2561 :
X3 0.061738 0.38231 0.16149 . NS
X4 -0.183262 0.23006 -0.7966 N.S
Xs -6.498352 3:27564 -1.9838 N.S
X; 7 -0.197619 0.05948 -3.3222

Xy 0.000319 0.00038 0.8299 . N.S
Xo -0.336756 0.64820 -0.5195 N.S

X1o 0.000593 0.00018 . 3.2812

Source: Calculations from 1998 field survey data.
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"Table 4.32: Determinants of loan repayment for non-group women farmers.

Independent Regression Standard . : Level of
T . _ T — stat Significance
Variable Co-efficient Error : ,

g _ (0.05)
X‘:l\» 0.71672 0.28936 2.47688 \
X2 -1.88167 0.76982 -2.44428
X3 0.05992 0.42745 0.14018 ‘NS
Xy -0.07400 - 0.51886 - -0.14262 _ N.S
X 0.02530 432852 0.00584 , N.S
Xg -1.98075E.05 . _0.00019 -0.10545 N.S
Xy -0.542022 - 0.53158 -1.01964 NS
Xio 0.00071 0.00018 3.87778

Source: Calculations from 1998 field survey data.

".From Table 431 age, household size, number of farmers per group, net
cash income were significant at 0.05 lé.vel of probability. Asa result, the null
l}ypothesis 111a1 the factor did not have.signiﬁﬁcant effect on loan r.epa};mcnt rate (Y) |
was rejected.

. On the other hand, from T aBle 4.32 age of women farmers, household size,
and net cash incomg were significant. Based on this, the null hypothesis that the

factors did not have any signiticant effect on loan repayment rate (Y) was rejected.

4.2.3 EFFECTS OF THE DETERMINANTS ON LC AN REPAYMENT
Age of Wo_;hen Farmers

Age had a positive relationship with loan repayment in all the three

regression analysis. This showed that the higher the age of the women farmer, the
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higher the loan repayment rate. This agreed with the findings on Table 4.11 and

4.12. It alsq; agreed with that of Orgler (1975) who ‘aservgd that the pay off
probability of an applicant Wlld was fifty yeafs was twicé as high as that whose age
/

was twlenty-.ﬁve years.

It had a negative relationship with loan relpaymeht in all the three ahalysis.
This agreed \"Nith the findings on Tables 4.13 and 4.14, which showed that loan'
repayment decreased with, increase in household size. This also larger h‘(/)useﬁd'l“c‘lﬁ
size would héve more financial commitllnents as regards consump‘tibﬁ/dnd hence

less balance for repayment.
Membership of Group or Non-Group

It had a negative relationship with loan repayment. This showed that loan

repayment rate decreased with belonging to non-group and increased with

belonging to a group. This agreed with the findings on 4.5, which showed that the

‘group women farmers had higher repayment rate than non-group women farmers.

Number of Farmers Per Group

It had an inyerse relationship with loan repayment. This agreed with the

is

*.findings on Table 4.6, which showed that loan repayment rate decreased with the

increase in the number of farmers per group. This finding is also in agreement
with a priori expectation because it is said that too many.cooks spoil the broth.

Yaron (1994) had noted that joint liability could be effective only within a small



w

homogenous group in which peer pressure can be brought to bear.

- 1t was found to be significant 0.05 levels of probability. This lead to the

rejection of the null hypothesis, that it had no significant effect on loan repayment.

- LoanSize L

- When sub.j\ected to t-test, it was found significant at 0.05 level of probability"
for group and non-group women farmer borrowers combined. As a result, the ull
‘hypothesis was rejected. It was not significant in the separate ana"l;slié for group
_ahd ﬁon—group women farmer borrowers. The null hypothesis that it had no effect
on loan repayment in each of the analysis, was retained‘.l Arene (1990) and

!
 Mejieha (1991) had found out that loan size was significant in loan repayment.

It had a ﬁegative relationsl{ip with loan repayment rate in the' analysis for
group and ndn_—group women farmer borrowers combined and that of non-group
women I’alt;{ler borrowers only. This showed vthal repayment.dec'reased with
‘increase in loan size. On the other hand, it had a positive relationship with loan
repayment in the analysis for gr'oup women farmer borrowers only, showing that
- Tepayment in.creased with increased in loan size. The findings as regards the sign

- ofthe coeflicients agreed with the findings on Tables 4.24 and 4.25.



64

Net Cash Income of Borrowers

It had a positive relationship with loan repayment in all the three analysis,

“which showed that loan repayment increased with increase in net cash income of

the borrowers. This agreed with the findings in Tables 4.28 and*4.29. The finding

. is also in agreement with a priori expectation since a borrower who had more

disposable income would be better placed to repay a loan, other things b@_,ing"'e'qual.

Net cash income was significant at 0.01 and 0.05 probability levels for all

the regression analysis.” The null hypothesis was, thus, rejected. Arene (1990).also

-found net income to be significant in loan repayment. Rwegasira (1992) also noted

~that the ability of a farmer to repay a loan is dependent on income per hectare

under cultivation.

4.3 RESULTS OF THE DISCRIMINANT ANALYSIS

4.3.1 Results of the Discriminant Analysis for G.roup and Non-Group ‘4

Women Farmer Borrowers Combined

The most useful variables selected when stepwise discriminant analytical

procedure was applied were age of women group and non-group farmer borrowers

(X,), household size (X,) and net cash income (X;y). The estimated discriminant,

‘function coefficients are given in Table 4.33 below (Appendix 1V). Appendix V

shows the individual discriminant scores.



Table 4.33:  Standardized canonical discriminant function co-efficient — 80

group and non-group women farmer borrowers.

Variables Discriminant Co—cfﬁcieu@
Age of farmers (Years) 0.63869
- Household size : -0.76430 §
"Net cash income N, : 0.86123 -

Source: Calculation from 1998 Field Survey Data,

The estimated centroid for good credit risk farmers was 0.88_"1”39 while that
-of bad credit risk farmers was —1.55004. This means that the higher the composite
score of any farmer the higher the probability that the farmer will be classified as

i
‘being good credit risk and vice versa.

The percentage contribution of the discriminant variables to the total

discriminant score was estimated. Table 4.34 shows the 1esult.

Table 4.34: Percentage contribution of individual variables to the total discriminant
scores (80 group and non-group women farmer borrowers). . '

Variables . Co-efficient Mean Product - %
Difference - Contribution
Age 0.63869 6.9067 ' 4411 0.0102
‘Household ~-0.76430 -2.01217 -~ 1.538 - 0.036
”Nc;t cash income 0.86123 5021.907 - 4325.017 -99.862

Source: Calculation from Field Survey Data, 1998,
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From Table 4.34 above, two variables age and net cash income of women
group and non-group farmers made positive contribution to the’ farmers’

creditworthiness while household size made negative coniribution. The positive

~

“contribq{\ion' implies that a farmer’s chance of _Belonging to the groﬁp o.f good
credit I‘IS]\ farmers increases as her age and net‘cash inqome increases while the
negative‘ sign olbtained for household size implies that the farmer’s chance of
be}oﬁg‘ing to the group of good credit risk farmers decreases as her hous_(;hold size
irllcreases.. Net cash income alone accounted for 99 percent ol the total contribution

to the discriminant score.

The estimated function was subjected to a statistical test of significance.

" The results are presented in Table 4.35 below.
Table 4.35: Results of Statistical test of significance for the discriminant
‘ function (80 group and non-group women farmer borrowers).

Test » Result

Canonical Correlavjon , 0.7639
Wilks” Lambda 0.416455
Chi-Square (Calculated) - 67.0 [2
Degrees of Freedom (D.Fy = ‘ 3
Chi-Square (Tabular) 0.05 | 7.81473

“Source: Computed [rom 1998 Field survey Data.

/

The high canonical correlation co-efficient of 0.7639 and low Wilks’

Lambda value of 0.416455 indicated that the discriminant function developed in
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this study provided a highly significant amount of infonﬁation required for
measuring good credit riskiness of group and non-group women farmers. Also, the
value of the Chi-sqjare calculated, 67.012 were higher than that of the tabular Chi-
squére at- 0.05-probability levc%l. As a result, the lﬁypothesis that all the
discri_miﬁant co-efficient was equal to zero was rejected. 'This means that the
» estimated function could be used to discriminate between good credit risk and bad

credit risk group and non-group women farmer borrowers.

The classification results for the 80 group and non-group women farmer

borrowers are presented in Table 4.36 below.

~

Table 436: Classification results of the estimated discriminant function — 80
g group and non-group women farmer borrowers.

Actual Group . No. of cases " Predicted Group Membership
‘ at ' 2
C S5t - 45 0
Group | - , _
88.2% 11.8%
29 3 : ' 26
Group 2 :
: 103% -~ 89.7%

Percentage of grouped cases correctly classified: 88.75%

Source: Computed from 1998 Field Survey Data.

The proportion of good credit risk farmers erroneously classified as being

bad credit risk forms about 10 percent of the 29 bad credit risk farmers subjected to



the classification while 12% of bad credit risk hlmexs were wrongly 31'15%\& d.a

S

W

O

being good credit risk. The 12% bad credit risk farmers might def \&14

" repayment ol loan and interest. However, the other 10% good credit risk farmers

could help strike a balance.

In order to confirm the classification performance, a fresh sample of 40

s

group and non-group women farmers were used. The results are shown in Table

[ . N

437 below. k . P

Table 4.37: Classification performance of the estimated discriminant
function (40 group and non-group women farmer borrowers).

Actual Group No. of cases Predicted Grouh Membership
. 4 . Y N l | . ‘ ' 2
21 , 9 2
Group 1
: 90.5% 9.5%
5 ' 0 5
Group 2 4
0% 100.0%
‘14 : 7 : 7.
Ungroupeir cases . ‘ » :
Ay : - 50% 50%

L

Percentage of grouped cases correctly classified: 92.31%

Source: Computed from 1998 Field Survey Data.

. The classification performance of the function approximately 92% was
tolerable when compared with 75% obtained by Bauer and Jordan (1971) and that

of Matiezo (1998), which was 74% and 69%, by Arenc (1993).
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4.3.2 Results of the Diseriminant Analysis for "Group Women Farmer

Borrowers
The discriminating variables selected for discriminating group women
farmer borrowers when the stepwise discriminant analytical procedure was applied

~were, household size, number of farmers per group and net cash income of the

group women farmers. The estimated discriminant function co-efficients are given

in Table 4.38.

Table 4.38: Standardized canonical discriminant function co-efficients — 40

group women farmer borrowers.

Yariables . ll)isgriminz\'n( Co-cl'ficic_nls
Household size | | 1.10387 -
Number of Women Farmers per group 0.41377
Net cash income (M) . -0.53681

Source: Calculation from 1998 Field Survey Data.

. The estimated centroid for good credit risk farmers was —0.97267 while that
of bad credit risk farmers was 2.02017. 'This' implies that the lower the composite |
score of any farmer, the higher the probabil_ifj that the tarmer will be classitied as

- being .?%ooj credit risk and vice versa. The percentage ‘contribution.‘ of the
discrin{in‘ating variables to the total discriminant score was estimated.  Table 23

below shiows the results. .
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Table 4.39¢ Percentage contribution of individual variable to the total
discriminant scores (40 group women farmer borrowers).

Variables Co-efficient Mean Product %

‘Difference " Contribution
Household size 1.10387 2.969 3277 1.02
Number of women 041377  -15.043 16224 1.93
farmer per group '
Net cash income -0.53681 582.051 31245 97.20

Source; Calculation from Field Survey Data, 1998.

From Table 4.39 above, two variables, household size and number of

farmers per group made positive contribution to the farmers bad credit riskiness,

“that is, going from the earlier stated estimated centroid. The positive contribution

“here implies that a farmer’s chance of belonging to the group of bad credit risk

farmers increases as her household size and number of women in her group
increases. On the other hand, net cash income made a negative contribution to the
farmers bad credit riskiness. This implies that a farmer’s chance of belonging to

good credit risk women farmer borrowers increases as her net cash income

increases. Net income accounted for 97% of the total contribution to the

- discriminant score.

The estimated function was subjected to a statistical test of significance.

The results are presented in Table 4.40 below.
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Table 4.40: Results of statistical test of significance for the discriminant
function (40 group women farmer borrowers).

Test . Result
Canonical Correlarioi\,/ . 0.8210
Wilks’ Lambda- 0.325905
Chi-Square (Calculated) 40922
Dégrees of Freedom (D.F) 3"
Chi-Square (Tabular) 0.05 781473

Source: Computed from 1998 Field survey Data.

/

Thé high canonical correlation of 0.8210 and low Wilks’ Lambda value of
0.325905 indicate that the discriminant function developed in this study provided a
highly signtiﬁcant amount of infbrnmfion required for measuring good credit
riskiness of women farmers. Jn.addition, the value of calculated_C'hi—slquare ol
40.922 was higher than the tabular Chi-square of 7.81473 at 0.05 pm»bability level,
As a result, the null hypothesis that none of the discriminating variables made
significant contribution to good credit riskiness of the group women farmers was
rejected. This implies that the estimated function can be used to discrim.ivnate
between good credit risk and bad credit risk group women farmer borrowers.

The classification results of the 40 group women farmer borrowers are

presented in Table 4.41 below.



72

Table 4.41: Classification results of the estimated discriminant function (40
group women farmer borrowers).

Acﬁnal Group No. of cases _ Predicted Group_l\/lembership'
' I 2
Group | ‘ 27 26 K ]
- 96.3% 3.7%
Group 2 13 o . {2
7.7% 92.3%

Percentage of grouped cases correctly classified: 92.31% e

Source: Calculated from Field Survey Data, 1998

o T h_e proportion of good credit risl§ group women 'I"él'lnel‘ borrowers
wrongl;)f classified as‘being bad credit risks forms about 8% Qf the 13 bad credit
risk farmers subjected to classification while about 4% of bad credit risk farmers
- were wrongly classified as go»o‘d c_re_dit ljiSk. In this regard, the loss due to default
Ey thc; 4% of the bad credit risk .I’armers classiﬁved as good credit risk can eas.ily be
recovered by the 8% of good credit risk farmers wrongly classified as bad credit
risk‘so that a lot of harmAis not 'done't.o. the loan trqnsaction.. | The c]aésiﬁcation

-performance of the function was 95%.

In order to confirm the classification performance, a fresh sample of 30
'group women farmers was used. The perceniage of “grouped” cases correctly
claséiﬁed was 96.67%. T‘h.e result is highly tolerable when compared with 75%
obtained by Baue;uf and Jordan (1971), 14% by Matiezo (1978), 69% by Arene

(1993) and 93.68% also by Arene (1993). Table 4.42 shows the result.



Table 4.42:  Classification performance of the estimated discriminant
function (30 group women farmer borrowers). '

fy
Act\;al Group No. of cases Predicted Group Membership
I 2
Group 1 T 19 18 : o
o 94.7% 5.3%
Group 2 | : N - 0 ‘ I
| | 0% | 100.0%

Percentage of grouped cases correctly classified: 96.67%

Source: Calculated from Field Survey Data, 1998.

4.3.3 Results of Discriminant Analysis for Non-Group Women Farmer

. Borrowers

The discriminating variables selected, for discriminating non-group women
farmer borrowers.‘_/ when the stepwise discriminant analytical procedure was
applied, were age of the respondents, farming experience and net cash income.

The estimated discriminant function coefticients are given in Table 4.43.

/
!

Table 4.43; Standardized canonical discriminant function co-efficients (40
non-group women farmer borrowers).

Variables . Discriminant Co-efficients
Age of Respondents (Years) _ 0.57450
Farming Experience (Years) ' 0.85706
Net cash income (M) , o ' 127739

Source: . Calculation from 1998 Field Survey Data, 1998.



The estimated centroid for good credit risk farmers was 1.06885 while that
of bad credit risk farmers was —1.60327. This means that the higher the composite
score of any farmer, the higher the probability that the farmer will be classified as

being good credit risk and vice versa. The percentage contribution of the

discriminating variables to the total discriminant score was also estimated. The

results are presented in Table 4.44.

\,»I’

Table 4.44: Percentage contribution of individual variable to the total
discriminant score (40 non-group women farmer borrowers).

Variables Co-efficient . Mean - Product % Contribution
i ~ Difference _
Age of Respondents 0.57450 8.103653 4.656 ’ 0.0380
Farming Experience 0.85706 5.16667 4428 0.0361
Net cash income 1.27739 9.593.75 | 1225496 99.93

Source: Calculation from Field Survey Data, 1998.

From Table 4.44 above, all the variables, age, farming g:xperience and net
cash income made positive contribution to the good credit riskinessjot_f the women
non-group farmer borrowers. This implies that the farmer’s chance ofbelonging to
the group of good credit risk farmers increases as her age. farming experience and
net cash income increases. Net cash income made the highest contribution 0f'99%

to the total discriminant score.
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The estimated function was then subjected to a statistical test of

significance. The results are presented in Table 4.45.

Table 4.45:  Resu ts of stati'stical test of significance for the discriminant
‘ function (40 non-group women farmer borrowers).

Test Result
Canonical Correlation 0.8393
Wilks’ Lambda ' 0.295502
Chi-Square (Q/al_c'ulated) , 32.306 Rt
Degreés of Fv,r"eedom (D.F) | | 3
Chi-Square (Tabular) 0.05 : 7.81473 -

Source: Computed from Field Survey Data, 1998.

The high canonical correlation co-efficient of 0.8393 and lo.w Wilks®
Lambdla value of 0.295502 indicate that the discriminant {unction dcvgloped f01"
non-group women farmers provided a hiéhly significant amount of information
required for measuring good credit riskiness of the non-group Women farmers.

Also, the calculated Chi-square value of 32.306 was higher than the tabular Chi-

- square value of 7.81473 at 0.05 level of probability. Therefore the null hypothesis

~that the discriminating variables made no signilicant contribution to credit

worthiness of the non-group women farmers was rejected.  This implies that the

|+ estimated function could be used to discriminate between good credit risk and bade

credit risk non-group women farmer borrowers.



The classification results of the 40 non-group women farmers are presented

in Table 4.46 below.
iy _
Table 4.46: Classification results of the estimated discriminant function (40
nor-group women tarmer borrowers).

Actual Group No. of cases Predicted Group, Membership
l 2
Group | 24 T 23 - 1 .
95.8% | 42%
Group 2 ' 16 3 T3

18.8% 81.3%

Percentage of grouped cases correctly classified: 90.00%

Source: Calculated from F_ield Survey Data, 1998.

“The proportion’ of the good credit.risk respondents wrorgly classified as
being. bad credit risk farmers were 18.8% while 4.2% of the bad credit risk
‘respondents  were wrongly claséi‘ﬁéd -as good credit riskl. The 18.8%
m&éeléssiﬁcatiopj‘_ofk géi(')d _kcr@:dnit‘ risk,l’aﬁnﬁeré 101 bad crédip {wd’i'tliy“far.ln.el's Y'v;'ill
ai’fect,:’ niainly, imerest‘eamings forgone‘While the 4% bad cfedit-wathy farmers
classified as .’being good ‘credit risk may default.in repayment of loan and interest
However, this may not be too high as to reduce the amount of loanable funds

i

“available for carrying on the transaction.

In order to confir the ability of the developed discriminant mode! to

classity the non-group women farmers, a fresh sample of 30 non-group women
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farmers was used. The percentage ol “grouped” cases correctly classified was

90%. The results are shown in Table 4.47 below

Table 4.47: Classification performance of the estimated discriminant
functions (30 non-group women farmer borrowers).

Actual Group No. of cases Predicted Group Membership

1 2

. - 0 TR ' .

Group 1 : .- ]
95.0% 50%

10 2 8

Group 2 : : .
20.0% 80.0%

Percentage of grouped cases correctly classified: 90. 00%

Source: Calculated from Field Survey Data, 1998.

Thé percentage of grouped casés corre‘ctly.classiﬁed which was 90% was
large when compared with 75% obtained by Bauer and Jordan 91971) 74% by
Matiezo (1978) and 69% by Arene (1993).

4.4 “\‘D' ‘oblems and Eeneﬁts from the Exercise

The respondents experiencéd some problems in the acquisition and

repayment of lo'aﬁs. Table 448 and 4.49- below show the major problems

experienced by the group and non-group women farmer borrowers respectively in

. securing loan.
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- Table 4.48: Problems of loan procurement (for group women farmers)

S/N Problems - | Number of Resp(‘)ndents T, of Respondents
1. Late Disbursement _ 10 25
2. lnsufﬁ,'cic\-,fi Loan 40 - 100
3. | Tack of Security | - 0 RS
4, High Interest Rate T 15 ' ' 37.5

Source: Computed from Field Survey Data, 1998.

Table 4.49: Problems of loan procurement (non-group women farmers) . .- 77

i

SIN |- Problems Number of Respondents Pckentage of
Respondents
1. Late Disbursement ' 12 > 30
2. Insufficient Loan 40 100
3. Lalck of Security ' 23 | 57.5
4. High Interest Rate . 15 . 375

Soul'ce:"CompL_lted from Field Survey Data, 1998.

From the tables, the major problem of the respondents was insufficient loan.
Also, more of'; the non-group women farmer borrowers (57.5%( had the problem of
lack of security. Other minor A'problems listed by the respondents included their

inability to cope with paper work initially.

As regards repayment, the majority of the respondents had the problem of
crop failure due to poor weather conditions so that th'ey did not realize enough
money to enable them repay the loans at the right time. In addition, some reported

that they were made to repay when they needed the money.
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In terms of benefit, they reported that it enabled them to eétablish business
relationship with the bank. Some also reported that it enabled them to expand and

improve on their performance.
s

4,5 Community Bank Loan Administration

[

The community banks encountered some problems in loan ad:ninistration to

the women farmers. Table 4.50 shows the problems'encoumergdv-‘ﬁ); the

community banks.

Table 4.50: ' Problems of loan dispensing

S/N Problems Number of ~ Percentage of
- ' . Respondents/Banks Respondents/Banks
I 4| Lack of Field Staff for L2 22.22
. | Supervision
2. Money spent  on : 5 55.56
unapproved projects '
3. Default on the part of 3 33.33
tarmers :

Source: Computed from Field Survey Data. -

From the table above, the major problems encountered by the'community
banks were loan diversion. Other problems reported included poor banking habit,
lack of good knowledge of accounting/banking procedure, lack of collateral

security and feasibility studies.
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' 5.0 S\UMMARY, RECOMMENDATIONS AND CONCLUSIONS

5.1 Summary-

The study was on credit use and repayment performance of group and non-
group women farmer borrowers under the community banking system in Enugu

State. o

The specific ‘objectives inciuded to: describe the characteris@gs---of fhe
women fal‘;,l'ners and their use of credil, determine thi [actor that ‘ii;ﬂuence their
loan repayment performanée,- compare the credit use and repayment performance

! _ - : ;
of glroup‘ and non-group women farmers, predict the credit risk positions of the

group and non-group women farmer$ and identity the problems faced by loan |

beneficiaries and bank officials in credit administration.

Enugu State was purposively selected for the study because the majority of

the population lives in the rural areas and it has large number of community bank.

Multistage random sampling technique was used for selecting the
respondents. Eighty group and non-group women [armers and community banks

were used for the study. Information collected was mainly on the last farming

season that was 1997 farming season because at the time of data collection, the

1998 farming season had not ended.
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Results of the study showed that the respondents used credit mainly for
either crop or anipial farming. In crop farming, they used uredit, in a decreasing
order, from buying of inputs, increasing the number of hectares under cultivation,

hiring labour 'to storing of their products. On the other hand, in animal farming,

the trend was.in a decreasing order from increasing stock, buying more drugs

(medicétion), buying more feeds to hiring of labour. Percentage of full repayment

of the respondents increased with age, farming experience and net cash ipcoi’ﬁe and

-

decreased with household size, number of women farmers per group and distance

from home to source of loan. Percentage of full repayment was higher in group

than in noz-group respondents while percentage of full repayment of those that
: W : : -~ . : .
invested in animal farming was higher than that of those that invested in crop
farming. Percentage of full repayment increaseéd with increase in size of loan for

group women farmer borrowers but decreased with size of loan for non-group

women farmer borrowers. That of educational level did not follow a particular

‘ trend.,

.~ Regression analysis for group and non-group women farmer borrowers

combined show that age, household size, net cash income, group or non-group

membership and size of loan were significant determinants of loan repayment.

Age and net cash income were positive while household size, group and non-group

membership and size of loan were negative. Furthermore, the regression analysis

.,

-
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for group women farmers showeéd that age, household size, number of farmers per

group and net cash income were significant determinants of loan repayment. The .
- Jat ’
o

“regression -analysis for non-group women farmeérs showed that age, household size

and net cash income were sighificant determinants of loan repayment.-

When' the performance of the respondents was compared, repayment rate
was significant with group women farmer borrowers performing better than non-___

group women farmer borrowers while their net cash income and credituse were

not significantly different.

Discriminant analysis for group and non-group Women ‘farmer borrowers -
combined Snowed that ‘among all the independent vuriublcs:, ugc, household size

.i-\\\,‘ . A
and net cash income were the discriminating variables when stepwise discriminant
analytical procedure was apblied. Good credit risk was directly related to age and
net -cash income .and inversely' related to household s.ize. Statistical. test of
significance shov}ed high canonical c“cjrrelation and low Wilks’ Lambda. Chi-
square was also significant. During classification, 51 borrowers were cla_ssiﬁ-ed as
good A'cre.dit risk while 29 were classified as badtéredil risk. However, siatis_tica ly,
48 were classiﬁéd as good credit risk and 32 as bad credit risk. Percentage of
“grouped” cases correctly classified was 88.75%. Further test of classification

performance showed that percentage of “grouped” cases correctly classified was

92.3%.



Furthermore, discriminant analysis for group women farmer borrowers

showed that household size, number of women farmers per group and net cash

income were the discriminating variables. Household size and number of women

farmers per group-was inversely related to good credit risk, while net cash income

H

- was directly related to good credit risk. .

Statiética} test of significance showed that caronical correlation was high

while Wilks’ Lambda was low. Chi-square was also significant. 'l:w_eﬁfy-seven
cases were classified as good credit risk while 13" cases were classified as bad
credit risk.. Percentage of “grouped” cases correctly classified was 95%. Further

test of classification performance showed that the percentage of “grouped” cases

correctly classiﬁcd. was 96.7%.

o

'®n the other hand, discriminant analyses for non-group women farmer

borrowers showed that age, farming experience and net cash income were the

discriminating variables. They-all showed positive relationship with good credit

risk. Statistical test of significance also, showed that canonical correlation was

high while Wilks’ Laxﬁbda was low. Chi-équare was significant.  During

- classification, 24 cases were classified as good credit risk while 16 cases were

- classified as bad credit risk. However, statistically, 26 cases were classified as

good.credit risk and 14 as bad credit risk. Percentage of grouped cases correctly

classified was 90%. Further test of classification performance showed that P.C.C
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was 90%. The results obtained from all the discriminant analysis can be improved
by searching for t' > discriminating variables.
-l .

The major problem encountered by group women tarmers in securing loan
was inadequaté volume of loan. The other was high interest rate. The major
problems encountered by non-group women farmers were inadequate volume of
loan, lack’ of collateral security and high interest rate. As regards repayment, the.
majority of the respondents reported that there were some natural mishap (weather

condition) so that they did not have enough money to repay at the right time and

secondly, that they were made to repay when they needed money. Bank officials

reported that the major problem was that borrowers spent money on unapproved

'pl‘ojecfs and also defaulted.” Others included poor banking habit, lack of collateral

security and poor knowledge of accounting/banking procedures.

5.2 Recommendations
Based on the results, the following recommendations could be made.

Firstly, to ensure full repayment, some socio-economic attributes, which
include age, household size, income, size of loan and distance from home to source
of loan should be considered. Credit should be extended more to women with

higher age, net cash income and low household size. Loans extended to younger

" I

‘women and witli‘higher number of dependants should be monitored closely since



they tend to default easily. When credit is given to women groups only, the
number of women farmers per group should be considered. Also credit should be
) _

given more to women farmers who use credit for animal farming than for crop

farming.

Sccond’ly-,- in extending loans to women farmers, womeén groups should be
considered ﬁrst. siﬁce group members repay more than non-group memb;rs_.
‘Community banks should form women grdups in the communities‘yyhefé#)t’lﬂluey are
locéted, solely for extending ﬁnancial services especially credit to women farmers.

The groups should be small and homogenous in order to ensure full repayment.

Members should be encouraged to use loan individually but the group should be .

PN .

1i-able§for fepaymcnt: This strategy will be doubly beneficial and a more effective
way oi credit recovery since it will make for easier access to loan on the part of the
farmers and a high recovery rate for the bank. For example, instead of applying for
loaﬁé separately, the farmers can form groups, decide how much e-ach individual
needs and submit an application for the total, and in this way.instead of processing
a tot@l’ of 40 applications for say, ™N2,000.00 each, the bank can process one
i a_pp:lication for 'iSlSO,OOO.OO and ‘follow it -up througﬁ the group leader rather than

having to keep track of 40 individuals.

Thirdly, considering the immense benefits that can be derived from a well

administered credit scheme, .major. policy recommendations are to consider



86

strongly the credit rilsk position of the bprrowers especially womerll ,farmef
- borrowers. Credit should only be extended to the customers certified as being of
good credit risk. Some characteristics of the womén farmers, which include
income, age and household siée, should be combined In discx*imillatillg between

~J

good and bad credit risk borrowers. Age and income should be considered as

. making positive contribution to good credit risk while household size should be

considered as making negative contribution to good credit risk. "I‘hgf,numbér”of
wclm.]e'n larmers in a group should ‘al's__'o be used in discriminating Wgood and bad
credit risk for group women farmers. To énsure that thisl is done properly, loan
abplication forms issued to the farmers should be well structured placing mbre

emphasis on thes< farmer characteristics.

Fourthly, community banks sh'(.)‘uld" ensure that they increase the wbmen
farmers’ access Lo credit since the m;cljorit.yl of them repaid fully. Increased credit
will be essential (0 px'o{/idé working capital and also meet consumption needs. As
a result, producti- ty will be increased. Community banks can only lend

y :
effectively to poor rural women farmers if they\ develop a client led approach,
Whicﬁ entails removing procedural barriers, improving outreach and adapting loan
conditions. /This will help to ensure that the won.cn farmers use the best

technology 'available in farming so as to guarantee high productivity and income

and hence high repayment. They should also provide additional credit facilities to
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women farmers whenever they experience severe crop failure due to natural
hazard, so #s to enable them recoup losses and hence.repay. The women.farmers
. . . . .

should aiso be educated in some banking procedures so as to remove some hitches
in loan acquisition. Finally, the women farmer borrowers should be encouraged to
acquire some financial assets with a part of their income so that the problem of

collateral security can be reduced.

5.3 . Conclusions

-~ . Improving women farmers’ access to formal tinancial servic¢s is invaluable .
to ~impr0ving agricultural production in the country since they are the majority of
= - - smallholder farmers. The standard of li\;ing of rural families will also be increased
sincé women spend more on-family necessities when earnings accrue to them
directly. The Con{/‘lunity banks that have not started giving credit to rural women
7 .
should be encouraged by the results of this study, which has confirmed that women
-are bankable and are good credit risks.
5.4  Suggestions for Further Research
)
Further studies could be directed towards comparing the performance of
group women farmers using diﬁ‘cfent financial intermediaries. The transaction

cost to the financial intermediaries could be considered.
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Appendix 1: Communrity Banks in Enugu' State.

Community Bank

Local Government Area

1. Abakpa Nike Enugu East’
2l . Ag.uobu-Umumba ] ) Nzeagu
3 "Aku Diewa ' Tabo-Eti
4 Awgu AWgu ,
5 Coal Camp Enugu North
6. .Egede Udi- _
7 Eha Alumona Nsukka
8 Ekulu Enugu East =7
9 Emene Enugu East
10. fwolo Ezeagu .
1. Kenyetta Enugu South
12. Mgbowo Awgu '
13. Nd-ifia - - \ --Enugu North
14. Nngbuife ' ' Enugu South
15. Nsukka ’l;ownship Nsukka
16; Oghe Ezeagu
7. Ohha “Enugu “North
.18., Ogige Nsukka
19. Ogui Urban Enugu South
20. Orie Orba Udenu
| 21. Umuchinemere lgbo-Eze south
22. Umu-Ozzi | Igbo-Eze South
123. United Uwani Enugu South
| 24. University of Nigeria Nsuki(a ‘
25. - | Mmaku Awgu’
26. | Nkpologu Uzo-Uwani

Source: National Board for Community Banks, Enugu Zone.
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Appendix II: Summary of Test of Hypothesis on Repayment Rate for

Hypothesis

Group or Non-Group

Group

Non—Giln"oup

Level of
Significance

Remark

Level of
Significance

Remark

Level of
Significance

Remark

Loan Repayment
is not aflected by
age of borrower

0.01 & 0.05

Rejected

0.05

Rejected

0.05

Rejected

Loan Repayment
is not affected by

| household size

0.01 & 0.05

Rejected

0.05

Rejected

0.05

Rejected

Loan Repayment
is not affected by
farming

experience

Accepted

N.S

Accepted

NS

Accepted

-

"Loan Repaymer,.

is not affected by
level of formal
education

N.S

- Accepted

Accepted

NS

Accepled

Loan Repayment
is not affected by
type of farming-

N.S

Accepted

N.S5

Accepted

N.S

Accepted

Loan Repayment
is not affected by
Group or Non-
Group
membership

0.05

Rejected

Loan Repayment
is not affected by
number of farmers
per group '

0.01 & 0.05

Rejected

Loan Repayment
is not affected by
Loan Size-

003

Rejected

NS

Accepted

Accepted

Loan Repayment
is not affected by
Distdnce from
Home to Source
of Loan

N.S

Accepted

N.S

Accepted

Z
[€5]

Accepted

Loan Repayment
is not affected by
Net cash income
of borrowers.

0.01 & 0.05

Rejected

0.01 & 0.05

Rejected

0.01 & 0.05

Rejected
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'APPENDIX HI: DISCRIMINANT SCORES FOR GROUP AND NON-GROUP
WOMEN FARMERS COMBINED.

1.

© N oL s W

B — e e e e e e
SO®NO LI LN =

§

QL;JMNI\)NI\)NNN-\)
=R - NI NV N

39;
40°

" Nos 1 —40 = CGroup | 100%

1.92805
111459
1.71098
2.51466
115167
2.22575
2.88267 |
0.172927"
-0.22854"
-0.55816
0.53303
031114
0.60509
0.40404
-0.48104d
2.03609
-0.60982
0.60509
0.12104
[.41328
1.23317
-0.20309
-0.6924 1
0.6879
0.57866

519621
0.65577
0.06389
1.76791
1.09343
1.11888
1.71098 -
1.49039
-0.04415
0.7795
0.92922
1.00653
1.70648
-0.11621
0.91804

Discriminant Scores

Nos 41 - 80 = Group 2 < 100%

41.
42.
43, 7
44,
45.
46,

-0.45088
0.03844
1.60293
-0.41391
[.11888
0:09032
1.63365
2.03609 .

3.10654 e

-

085189
2.22575-"
0.80023
-2.93588
-0.76"74
-1.01654
0.55321
-0.36302
2.27709
-1.39706 .
-1.80378
-1.15552
-0.75890
-1.2221
0.14649
-1.02375
-0.61509
-2.17047
-1.55676
-0.69241
-1.06239
2.38727
246772
-1.72119
2.14886

- -1.69886
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Appendix 1V: Capiial structure of group women farmers and their loan repayment rate.

" S/No Size of Loan Total Expenses on Cash Income  Net Cash Income (N) & Repayment
L ) Farming () ()
T, 5.250 8,00 15,000 77,000 A 100
2, 5,250 10,000 23,000 15,000 76.19
3. 4,200 10,000 35,000 25,000 ‘ 100
4. 5,250 9,500 30,000 20,500 76.19
5. 11,360 24,000 40,000 16,000 100
6. 11,360 - 20,000 32,000 12,000 © 100
7. 11,360 {18,000 20,000 2,000 96.83
8. 11,360 12,000 22,000 10,000 100
9 11,360 22,000 45,000 23,000 100
10 5,250 7,000 20,000 13,000 85.71 .. -
11 5,250 6,000 15,000 - 9,000 .00
12 5,500 12,000 30,000 18,000 7 83.64
13 5,500 14,000 - 35,000 21,000 87.27
14 7,700 15,000 - 35,000 20,000 100
s 3,150 5,000 14,000 9,000 S 100
16 3,150 5,000 14,000 9,000 : 100
17 8,830 15,000 32,500 17,500 100
18 8,830 110,000 19,000 9,000 - ‘ 100
19 5,164 8,000 15,000 7,000 . 100
20 8,830 16,000 30,000 14,000 100
21 8,830 10,000 19,700 9,700 100
22 8,830 20,000 36,300 116,300 -~ 100 -
23 5,164 8,600 15,000 6,400 100
24 5,150 16,500 20,000 13,500 100
25, WS5.1644 11,900 , 30,000 18,100 © 100
26. 213.230 22,000 20,000 -2,000 100
27. 13,230 20,000 45,000 25,000 100
28. 3,150 9,000 20,000 11,000 88.89
29. - 3,150 7,200 22,000 14,800 85.71
- 30, 5,500 © 12,000 . 18,000 6,000 78.18
3.7 7. 5,500 15300 - 30,000 15,300 100
32, 2,515 12,400 < 23,000 10,600 100
33. 2,515 7,000 15,400 . 8,400 100
34, 5,164 15,00 25,000 10,000 - 89.08
35. 2,515 8,000 20,000 12,000 100
36. . 2515 110,500 20,000 9,500 79,52
37. 2515 7,000 " 10,000 3,000 67,59
_____ 38. 13230 .- 22,000 53,500 31,500 100
39, 13,230 22,000 47,000 25,000 96.75
40. 13,230 17,000 - 45,000 28,000 100
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Appendix V: Capital structure of non-group women farmers and their repayment rate (in %)

S/No Size of Loan Total Expenses on Cash Income  Net Cash Income (N) & Repayment

: *™) Farming (&) €]
L. 36,300 38,000 60,000 22,000 80,90
2. 243200 38,000 55,000 17,000 70.84
3. iy 29,040 36,000 60,000 24,000 100
4. 236,300 40,000 65,000 25,000 100
5. 42,350 50,000 75,000 25,000 ' 100
6. 32,750 38,000 68,000 30,000 100
7. 33,000 35,000 48,000 25,000 100
8. 11,000 15,000 25,000 10,000 100
9. . 29,700 35,000 - 40,000 15,000 87.54
10. 55,000 56,000 - . 80,000 24,000 100~
1. 22,000 25,000 © 43,000 20,000 7100
12 18,000 30,000 38,000 13,000 - 100
13 11,000 20,000 25,000 8,000 100
14, i 1,000 18,000 30,000 12,000 100
[s. 21,000 30,000 35,000 10,000 ' 64.71
16. 26,250 30,000 32,000 © 5,000 61,90
17, 31,500 40,000 58,000 20,000 85.24
18. 21,000 © 23,000 30,000 7,000 66.19
19. 29,400 42,000 »57,000 15,000 64.63
20. 38,500 49,000 75,000 30,000 100
21, 31,500 39,400 75,000 35,600 100
22, 33,000. 34,800 60,000 25,200 100
23.. 42,350 50,000 70,000 20,000 100
24, 32,750 34,000 56,400 22,400 100
25, 24,200 32,000 40,000 8,000 62.64
26. 12,100 15,000 25,000 10,000 80,91
27. 48,400 4 68,000 98,000 30,000 100"
28, 15,730 20,400 30,000 9,600 - 100
29, 44,000 60,000 79,000 19,000 100
30, 33,000 38,000 52,000 14,000 _ 100
31 16,500 18,000 30,000 12,000 100
32, 22,400 25,000 36,000 11,000 £5.33
33. 8,960 10,000 18,000 8,000 100
34, 11,000 17,000 22,000 5,000 60.73
35, 15,400 20,000 26,400 6,400, ©60.67
36. 24,200 26,000 35,000 9,000 60.91
37. 11,000 16,500 23,500 7,000 81.82
38. 22,400 30,000 48,000 18,000 100
39. 48,400 * 50,000 69,300 19,300 79.17
40, 33,000 40,000 64,000 25,000 100

*The size of loan includes interest on loan.
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2n group and non-group farmers by Respondent Community Baiyss.

S (1997)

ANIMAL FARMERS (1997)

Actual Repaymeiit

Total Due to Repay

pay Total Loan Issued Actual Repayment
to Women Farmers '
IN GP IN GP IN GP IN  |GP
0 |126,500 | 342,00 {157,000 |233,000 | 157,000 {233,000 {157,000 | 233,000
11,000 |0 181,500 | 0 181,500 | 0 110,000 {0
10 0 55,000 |0 . 155000 |0O. . 55,000 |0
0010 200,000 {0 264,000 0 264,000 |0 226,000
00 | 98,000 | 142,000 |48.400 |0 48,400 |0 48,400 |0
00 | 187,000 116,000 | 174,100 |0 174,100 | 0 174,000 | 0
0 10 55,000 {215,900 | 170,400 |215,900 | 170,400 | 191,700 159,040
0 0 98.060 |0 98,060 |0 60,000 |0
0 0 63,930 |0 63.930 |0 163,930 |0 :
00 ;521,500 | 855,000 | 993,890 | 667,400 | 993,890 | 667,400 | 860,030 | 618,040

(40
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Appendix VII: Number of Wonien group and non-group farmers given loan by the

respondent community banks in 1997,

Respondent Number of Women Farmers
Community Group Non-group (Individuals)
Bank Crop Animal Crop Animal
1 5 3 8 4
2 10 0 5 6
3 0 0 0 1
4 3 3 0 0 -
5 2 0 5 0.
6 3 0 10 5
7 l 2 0 13
8 0 0 0 4
9 0 0 0 2
Total 14 8 28 36
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Appendix VIII1
QUESTIONNAIRE FOR WOMEN FARMERS

Department of Agric. Economics
University of Nigeria

Nsulkka.

24 September 1998. '

" Dear Sir/Madam, ' o e

I am a postgraduate student in the Department of Agricultural Economics,
University of Nigeria, Nsukka. I am currently carrying out a research study on “A
Comparison of Credit Use and Repayment Performance of Group and Non-Group
Women Farmers Under the Community Banking System in Enugu State”.

[ will'be. grateful if you supply me with the inf 'mation contained in this
questionnaire. This will aid me in completing the research work. All the
information supplied will be strictly confidential. Non-group members should not
fill Section B. Thanks for your anticipated co-operation.

Yours faithfully,

Nnaemeka Chukwuone
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SECTION A: | SOCIOECONOMIC CHARACTERISTICS

10.
11
12.

13.
14.

15.

16. .

Name of farmer:

Local Government Area:

Community:

Age of farmer:
Marital status: (1) Single: (i) Married:
Are you the head of your family”

(i) Yes (if)  No
How many children do you have? '

How many dependents do you have?

What are their ages?

Age ~ Children Dependents

Number of years of farming experience:
How many years did you épend in formal education?
What qualiﬂcation did you obtain?

(1) First School Leaving Certificate

(i) Junior Secondary Certificate

(iii)  Senior Secbndary Certificate

(iv) - OND ——— (v) NCE
(vi) =~ B.Sc.or HND '

(vil) Others (specify):

-Are.you a full-time farmer? (i) Yes (i1) No
What type of farming do you do more?

T\

W
A1) Crop farming

(i)  Animal farming

If crop farming, what type of crops do you grow?

If animal farming, what type of animals do you rear?
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- How many years have you been involved in farming?
18.  What is your farm size? - |
19.  What is your other occupation?
() Trad g
(ii)  Civil servant
(iii) Tailoring/Seamstress
(iv)  Others (specity)
SECTION B: GROUP CHARATERISTICS (bO NQGT ANSER THIS
" SECTION IF YOU ARE NOT A GROUP MEMBER) pu—
20. Do you belong to a women group that is involved in farming?
(i) Yes (i1)
. 21, Ifyes, how old are you in the group?
22.  How many are you in the group?
23. Is your group registered? (i) Yes ____ ~  (ii) No
24.  What are you registered as?
25. Do you have executive members (i) Yes
(1) No
26. © Are you an executive member? (i) Yes (1) No
27.  Ifyes, what is your position?
28.  How do you farm?
‘ (i) Individually (i) Collectively
29.  Did you borrow from a community bank?
(i) Yes (i) No
30.  If'yes, what is the name of the community bank?
- 3la. Is your group a member of the bank?
(i) Yes (ii) No
“31b. How did you loan funds?
(i) Individually (11) Collectively
32a. Was the community bank management aware that you used the funds
individually? (i) Yes (ii) No
32b.

OR collectively (i) Yes (ii) No
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32¢.  Was it the bank that made it s07?

(i) Yes (ii) No
SECTION C: CREDIT USE AND ADMINISTRATION
33.  Did you get the community bank loan?

(i) Yes (i) No
33b. What did you use it for?

(i) Crop farming (i) Animal farming

34, If crop farming, what did you use it for?
(i) > To increase hectares under cultivation

()  To buy inputs | T
(iii)  Hire labourers/machines

(iv)  Store products

35.  Ifanimal farming, what did you use it for?
T (D) To increase stock

(i) To buy more feeds -

(iii)  To buy more drugs

(iv)  To hire more labourers

36. - What was the size of loan you collected in the last farming season?

737.  Wasthe "dh’lOLlIlt lent to you sufficient for your objectives?

(1) Yes (1i) No
38.  Whatis the distance from your home to the source of loan? ___

39.  How much did you spend on farming?

40. . How much did you realize that was your cash income

40b. How much of the loan did you repay?

41.  How did you tind the lending exercise?
(i) Timy; consuming

(i)  Cumbersome

(ii1)  No problems at all




42.

43

44,

45.

46.

47,

up?
()
(i)

© (i),

(iv)
v)
(vi)

For animal farmers, when did the actual handing-over of approved loan
-come up?

)
(ii)

- (iii)

(iv)
v)
(vi)

How was the loan given to you? .

(1

(i)

(iii).

How would you have preferred the loan?

(iv)
(v)
(vi)

It in both cash and kind, in what proportion?

(1)

(i)
(iii)

What was the rate of interest?

(B
(i)
(ii).

Before planting

During planting

After planting

Berore harvesting

During harvesting

Alfter harvesting

Before stocking

During stocking

After stocking

Before clearing of stock
During clearing of stock
After clearing of stock

/ In cash

In kind

In both cash and kind

In cash

In kind

‘ in both cash and kind

More cash than kind

More kind than cash

Equal cash and kind

How do you see the interest rate?

Too big

Too low

M_odcrate
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For crop farmers, when did the actual handing-over ol approved loan come



49,

- 50.

56.

57.

- 58.

"(v)  Others (specify)

. - How much is left?
- How did you repay your loan?

(i1i)  Adverse natural condition (specify)

(i)

109.

If your answer to the above is (i), what would you prefer? -

T\?vv'hat did you offer as security for the loan(s)?

(i)  Land
(11) House(s)/property
(i)  Guarantors
(iv)  Good character

Have you repaid all the loan fund?
(i) Yes (it) No
If no, how much have you repaid?

(i) Inbulk (ii) Instalmentally
If your answer is (i1) why?

(1) Lack of profit
(i) Crop or animal failure

What benefits do you think you have derived from the loan?

)

(i)
(iv)
(V)
What problems did you encounter in securing the loans?
) '
(i)
(iii)
(i\’) i
v)
What problems did your encounter in repaying the loans?
(1)
(i1)
(ii1)
(1v)

V)
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. Apbcndix IX
QUESTIONNAIRE FOR BANK OFFICIALS
Deparfment of Agric. Economics
University of Nigeria
Nsukka.

24 September, 1998.

Dear Sir/Madam,

I am a posicraduate student in the Department of Agricultural Economics,
University of Nigeria, Nsukka. I am currently carrying out a research study on “A
Comparison of Credit Use and Repayment Performance of Group and Non-Group

* Women Farmers Under the Community Banking System in Enugu State”.

I will be grateful if you supply me with the information contained in this
questionnaire. - This will aid me in completing the research wcrk. All the
information supplied will be strictly confidential. Thanks for your anticipated co-
operation. R

Yours faithfully,

Nnaemeka Chukwuone

,(‘-'

. m\
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FOR COMMUNITY BANK OFFICIALS
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1. What is the name of your Community Bank?
2. What is your designation?
3. When was the bank established?
4. Have you ever lent money to women farme_r‘?
(D) . Yes - (i) No
5. If yes, what type of women farmers have you lent to?
(1) Group farmers
(i)  Individuals .
(iii)  Both group and individuals o
6. ‘How do you give to group to use? »
(i)  Individually (ii) Collecuvely -
7. Please complete the table below: '
7a. _
Type of farm enterprise No. of' women farmers given _
' 1998 1997 1996 _
IN GP IN GP IN GP
Crop
Animal
7b.
" Type of farm enterprise Amount of Loan given
1998 1997 1996
IN GP IN | GP IN.- | GP

Crop

Animal

(.



9.

10.

11.

12.
13.

14.

15.

16.

17.

(1) February to April

(iv)  November to December _

What months do you receive the gredtest request for loans?

(i)  May to July -
(iii)  August to October

(v)  Janudry

What was the number of applications received?

What is the duration of time (grace period) before repayment becom&d:_-.,

() After 3 months

(i) ; 6 months e
(i) After 1 year '
(iv)',,-’ Greater than 2 years

Are repayments made in one bulk?
(1) Yes (ii) No
If no, then for how long do they continue?

Do you require collateral security for your loan?

(i)  Yes__- (i) No

It yes, please list them.

(1)

(i) '
(iii) |

How long does it take to process and approve/reject loan request from the
date of application?

Where loans have been approve, are there provision tor appraisals, follow-

up, evaluation and supervision of project?
(1) Yes (i) No
I answer to (16) above is no, what are the reasons?

(i) FFew staft available

(i)  Farmers are too many and scattered

(iii)  There is no need for it

(iv)  Others (specity)
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18.  What-problems do you encounter in dispensing loans?

. (i) Supervisory field staff not enough
— (i)  Money usually spent on unapproved project

(iii)  So many default on the part of farmers
(iv)  Others (specily)

19.  Please complete the table below:
) - Loan default measure (crop) YEAR
' 1998 1997 1996
| IN GP IN GP IN GP
- Total loans issued to women ' e ST
farmers -
Total due to repay
Actual repayment
Loan default measure (animal) | YEAR
1998 1997 1996
, , IN + GP IN GP IN GP
Total loans issued to women '
farmers ’
Total due to repay
Actual repayment
KEY: IN = Individual; GP = Group

20.  Why did you choose to lend to group women (armers?
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- 21, Why did you chose to lend to individual women farmers?

22.  Why did you choose to lend to both group and non-group women farmers?
23.  What problems did you encounter in the lending exercise?
) ' '
(i1)
(ii1) . T
(iv) .

,("

i
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