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The need for this work was to analyse the diff'erent 

factors that contributed to .the default rate in the 

Informal Financial Organizations. The main· objectives 

were to ex.amine the. structure and ~perationa of the 

institut ions; corrl it ions for obta·ining theae loans; 

various factors responsible and determine default rate; 

ar:d assess how methods of· financing;,. influence borrowing 

and repayment as well as recovering measures. employed by 

the institutions. 

Nsukka agricul tur al zone of Enugu Sta te we. a stud ied. 

The sample included te n officers of the informal lem.ers 

and 72 beneficiaries o Data were collected ·us·1ng 

questionnaires. 

The resul ts showed that. maj ority of the beneficiaries 

were males who were middle aged between 402..59 · years. Most: 

of them were married and educated. The default rate eut 

accrosS ail the institutions. The findings also showed 

the informal institutions as an important sources of credit, 

however, thoc;e wère default in repayment. It also showed 

· that the farmers had positive attitudes towa.rda· loan · 
' repayment especially as they did not want to be dropped 

out of the institutions. 

CODESRIA
-LI

BRARY



There were high level of repayments among the 

informal lenders o Method of financing did not determine 

borrowing and repayment. 

The farmers were of the opinion that the caueea 

of default is poor management potential, and requested 

for better training and increase in loan aize am 

du.rat.ion.. The work also showed that. these inform:tr 

fintncial organization could be instruments fof 

agricultural arrl rural development as a result of their 

inherent capabilities to build up the savings: potenbial 

of the people. 
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CH.APTER ONE 

INTROIDCTION 

Background Information 

Agricultural development is one of the topical 

issues being discussed in Nigeria in recent times. 

This is because of the importance of agriculture in 

any national econany. This importance becomes. more 

manifested in an econany undergoing a structural 

adjustment like the Nigerian econanyo Agriculture 

providea food, raw materials for ir.dustries, materials 

for shelter, employment for the people and market for 

industrial goods. 

Despite its importance, agriculture in Nigeria iB 

characterised by low farm incarnes, low level of capacity 

· to sat isfy the food and fibre need of the country., 

It manifests the typical symptoms of a peasant agricultureo 

The production :technologies are still primitive._ The farms. 

are dominated by small scale farmers who are responsible 

for about-90% of total production (Olatunbcrle, 1990). 

These farmers in an attenrpt to improve their production 

œapac ities resort to adopting new technology such as 

improved se ed s. The y eq ually take agr icul t ural loan. 

Such credit involves obtaining control over the use of 
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money, goods and inputs hoping to pay bac~ in a 

future date. 

In Nigeria,, credit has been playing en important 

role in the development o:f agriculture. Agricul tural 

credit helps to i.mprove :farm output and economic well 

being of the f armers. Small farmers hold the key t.o 

Nigeria's agricul.tural development, but they usually 

operate under serious credit constraints. These lce.ns 

are usually classified into short tenn, long tenn and 

medium te:rm. 

Agricultural credit in Nigeria can be categorised 

into t.wo, viz formal and informal sources,. The :forma.l 

sources include co-operatives societies, Agricultural 

credit banks, Commercial banks and credit corporations 

established by law. The informal sources. include :family 

members, friends, merchants, money lendersj and esusu 

clubs (Fanoriyo, 1979). 

The formal credi t systems have been \lDSuitable t o 

suit the particular need. of the fanner in hia socio­

economic ~et-up. The form-filling ani the need :for bank 

officials to vif3it their fanns, coupled with the fact, 

that the loan is not normally forthcoming until a.fter 

most of the works on the farm would have been done~ 

discouraging small farmers (Adeyeye and Dittor 1985). 
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A great majority o:f the rural dwellersr _the 

illiterates and the low incane earners • who c·onatitute 

60-80% o:f the population o:f thia developing country 

have virtually no access to the services. reniered by 

the :formalised :f in:i.ncial institutions. It then follows 

that a scenario whereby efforts are concentrated on 

studies of the :formalised institutions that c:ater oniy 

for 20-40% o:f the population at the expense o:f the 

informal institution is not satis:factory (Udogu. 1988). 

The informal financ ial institut ions which is also 

~led the traditional financial institutions or the 

informal capital market plays a vital role in the credit 

and saving mobilization efforts among the small holder. 

farmers in our society. Of recent,, various formal 

lending institutions have been -spen:ling some sizeable 

amounts on agricultural developments, however, it ia 

obvious that thry cannot alone. provide the funda that 

can'sufficiently tra:nsform the rural agriculture. 

As a result, alternative sources could be founi in 

informai· lend.ing organizations.. Most of these informal 

lending sources are located in the rural areas. They 

could be a formidable force in the financing of 

agriculture. According to Ukwu (1983) informal sources 

açcounted for 80% (from relations) and r2% (from :friendEf 
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money lem.ers) while the banking system and the 

co-operative contributed1 a mere 8% in :fina.ncing rural 

agriculture. The se informal lending institutions are 

usually formed among friends, co-workers, age grades, 

traders, farmers, relations and other identifiable 

groupa who can easily corne together ~o make regular 

eontribut ions. Oc cas ionally, the se informal institutions 

exist without speci.fic nimes. 

In these informal institut ions, a f:lxed sum· is. 

usually contributed by each members a~ agreed interlta1 

for an agreed period and the total contributions :f.or 

each period: is loaned to members in an agreed order. 

Sometimes, it may be an individual lender who posaeaaing 

excess loanable funds or with access to the sa.me ia, 

w.d.lling to lend them to needy persans. at a fee. 

The loans: from the above non-institut iona1 sector 

are usually made di.rectly t_o the borrower by the lender 

and are prevelent in areas= where im ividuals are quite 

familiar with the share confidence in one another. 

In other · words, the lender knows the borrowing farmers 

and can reasonably vouch sa:fe for the borrower' a 

integrity. 

The relative ease of obtaining loans devoid of 

administrative delays, non-insistance by the lemers 

on collateral from the borrower· and the flexib111 ty built 
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into repayment programmes have made the non-institutiona1 

sources_ notw.ithsta:nd ing the ir exhorbitant interest charges, 

extremely popular among the small-holder :farmers-,, who 

incidentally form over 70% of the farming popu1ation. 

(Abe,. 1991) •. From the foregoing, there seems re~.ons 1ro 

believe that irrligenous credit association could. be an 

invaluable instrument for agricul tural and rural. devel.opment 

(Nweze, 1985). 

In spite of this unique services, 1oan beneficiariee.· 

f'rom, inf ormal. sources defaul t in repayment due to natura1 

hazards aS well as health problems. These among others, 

cconstitute the greatest im;pediment to repayment, thereby 

increas.ing f'ann loan delinquency (osuntogu.n and Oludimu 11983). 

ThiS problem iS further agg:ravated by the diff'icu1ties: 

f'acing the f'armers themselves o These · according to Asabia 

(1981) include crop failure as a. result of' poor w:eather. 

death of livestock resulting .from. epidemics, ineonaistent . 

governnent agricultural policies which of'ten affect 

production equipmento At:imes problems may be created by 

the lenders. themselves who do not select credit worthy 

farmers thus def'aul t in repayment o In La.fias 

Chidebelu and Rz,ilce ( 198~) showed repayment rates of 

65% and 85% for loans obtained from relations~ and 

friends respectively, which implied def'ault. 

CODESRIA
-LI

BRARY



6 

However, evidence has shown that those f'ormalised 

:financial institutions, inspite o:f all emphasi.S, are 

grossly inadequate to meet the financial needs of the 

generality of the peoples in the various world econanios, 

partïcularly in the developing countries, where the 

services are not only inaccessible but also not 

sufficiently available to those who have access to them.. 

Theref'ore, the need arises to direct attentiona to the 

informal institutions that cater for the more populous 

small-holder f'armers o 

Problem Statement 

There have been series of' reports on farmers•· 

ïnahility t.o repay loans borrowed from i:n:formal sources. 
--J -

It occurs ev_en when the f'armers organise such lendi ... u.-· 
/ -, '""'t:) 

in:fbrmalJ institut ions among themselves especially the savings · 

an~-' :r:dit~pso In spite o:f. the stringent sanc:tiona 

imposed by most informal lending institutions such as. the 
./ 

conf isication of the borrower's properties arrl its aubsequent 

'-- ·-sale ~ other memb.ers ·of' the public who could afford the 

payment as ·well as oath taking. 

There still exist reports of loan defaulting among 

informal lend ing organisations. This default haa led to 

failures or even ceasation of most inf'ormal lending groupa 
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thereby hampering their operations .. T hiS situation 

not only retards the progress o:f a f'armer menrber, but 

also affects his star.dard o'f living, hençe this atudy~ 

whioh investigated the :factors a:f:fecting default rate 

in the inf ormal fînancial institut ions in Nsukka 

agricultural zone of Enugu State. 

Significance of the Study· 

There has.been reported· increase in the def'ault 

rate by loan be nef iciaries and this bas badly af'fected 

many informal lending institutions. The affects of this 

def'ault is that the ler.ders net returns are reduced 

beeause of loan arrears. T·hiS hinders the institutiona1 

activities especially in agriculture as the objectives 

ean no longer be achieved: 

Many f'acto:rs have been found · to be contributing 

to the low recovery rate. The aims and objectives of the 

inf'ormal f'ina.ncial organizations to .improve the welfare 

of the poor rural farmers ~ can only be achived if these 

factors. are curtailed or ent irely removed.. Such actions 

will incr.ease more fur.ds in circulation as loan aril more 

fanners will benefit. 

This study therefore has provided valuable information 

for the inf'ormal lenders, with the view to inlproving loan 

repayment conditions amongs them, by identifying and 

eliminating all these factors that work against the 
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operations of the organizations.. This will'-help 

:improve the borrowers and lende~s relationship as 

more people will. benefit. Moreover, the study will 

hel.p borrowers who are not aware of the exiStence of 

these informal lending institutions to benefit and 

improve on their repayment abilities. It will equally 

help any re searcher who may be doing similar atudy 

in the area. · For policy makers and the formalized 

financial institut ions, they may recognize them as 

contributors to agricultural cre~it mobilization and it 

will help them in planning and mod if i<n t ion of agricultural 

credit programmes in Nigeriao 

Definition of Terms: 

( 1 ) Factor: Meaning the reasons why farmers. fà.11 to 

repay thei'.r loans when due. They are the agents 

which farmer cor..sidered very important in their 

negative responses to lo.an repa.ymento 

(2) Default: Meaning the failure to properly account 

for money or properly entrusted to one•a·care 

(Oxford 1955). A farmer is defaulting if he 

delays or fails in honouring his repayment 

obligation to the lender when due. 
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(3). Informal Financial Organization: Meaning 

voluntarily formed groupa or individuals, 

who formed for the purpose of er.gaging in som-e 

kind of mutual-aid sche5ne through savinga, 

mobilization. This implies absence of coercion 

or com~ulsion; general lack of any kind of 

sophisticated organiza.tion structure; ·am use of 

:free-will and self determination in one's decision 

to associate for the purpose of savings. a.nd/or 

lerding. 

(4) Thrift: This according to strickland means the 

avoidance · of extravar.gance ard the practice of wise 

sperd ing ( Strickland 1934) o In this study,. thril't 

also means the art of refraining from, current . . , 

eonsumpt ion now, in order to have more to spend in 

future. It does not mean being st ingy. 

( 5) Fund:· This means a sum of money made available 

(or set aside) for a defined purpose. In other 

words, it is a pool o:f money specif ically mad.e 

avaµable for a known objective. 

Objectives of the Stu~: 

The ove:i-all purpose o:f the study is to investigate 

the various :factors that contribute to default am:ong 

loan beneficiaries in informal credit institutions in 
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Nsukka Agricul tural zone. 

The specific objectives are to: 

( 1) examine the typologies,. organisations and 

operations of the informal credit, institutions 

in the study area; 

(2) investigate the conditions for obtainiEg these 

loans; 

(3) investigate the factors, affecting loan default: 

and hence determine the default rate among 

bene:ticiaries; 

(4), assess how the meth'ods of fimncing influence 

borrowing and repayment of loan; and ascertain 

the recovering measures employed by these i.nstitutions. 

(5) make recommendations based on the findings. 

MNrH0:00.WGY O:b, 3TUDY 

SAMPLING PROCEDURE 

T'he field survey covered f ive local. goverment, 

areas that make,up Nsukka agricultural zone as. at the 

time of the study, Islmely: Nsukka, Isi-Uzo, Igbo-Eze, 

Igbo-Eti1;i and Uzo-Uwani, which were choaen purposiv&ly. 

A total of 100, and 10 questionnaires were 

, diStributed to the small scale farmers am the officials 

of the informal lend.ers respectively. Ten communit ies 

were selected at rar:rlom from the f ive local govermrent 

areas at two per each. Also 8 farmers and one official 
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were seleèted at random in each of the organiza.tions. 

The farmers comprised those who horrowed and those who 

did not borrow.. A list of informal organization which 

were involved in lerrling collected during the pnatest, 

was used in the selection. Only properly completed 

questionnaires were used for, the study. The im:proper1y 

eompleted ones, including those from farmers whose 'loans 

were not due for repayment, were d isoarded. It comprised 

_<6f those farmers who had fully repaid the pr,incipal and 

interest, partially repaid and not repaid at al1 but whose 

loans were due for repayment., 

Data Collection 

Primary data were collected from b,oth the off'icers 
1 

of the informal lending organiz,ations and the farmera; 

with the use of structured and precoded <11uestionnaires. 

Data from secondary sources came from, journals,,, 

research reports, texts, seminar papers am account 

records of the informal institutions. 

Analytical Techniques Used :, 

This research was purely des,cript ive. Use were 

made of simple averag~s; frequency distribution by 

number and percentages of respondents where necessary., 
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Also chi-square (X
2

) was used to measure the 

d iscrepancy which existed between the observed am 

the expected frequencies. The chi-square could be 

written using the notation. 

whe;t"e 

Co 
e 

0 = observed frequency 

e = expected frequency. 

LIMITAT IONS OF THE ST UDY 

The research work,: just like any man's 

emeavour was not without its constraints in tenns of 

limit ing factors. Some of them were as follows: 

' l!mnce: This imposed a lot of problem to the 

researcher especially as it involved a field work. 

Frequent calls made on the selected institutions meant 
(1 

a _lot of money on transports and sometimes. circumstantial 

patronages particularly in the meeting places. Due to 

this financial involvement the scope of the study was 

narrowéd to a particular zone. 

~: During the study,. the researcher was engaging, 

in other activi ties to enable him; sustain him·self in 

the school. This imposed problems as the researcher 

had to serve two masters at a t im,e. 
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Lack of Co-operati211: This was yet another of such 

constraints encountered. In the field of study one 

had to meet with very unco-operative elements. 

Sometimes, one identified somebody who indiœated bel~ 

in the informal f inancial organisation but -would decline 

outright to fill one' s que st ionna:ire or give one any 

aud ienee for interview. Also, some collected quest ionna:lres 

and kept them only to give it back after many point of caJ.l, 

when the search for another potential respondent begins 

once more. 

1'aucity of Literat~:- The topic of research had this 

problem to an extent • .Enough work has not been done on 

informal financial organisation thus not much for the 

literature review. 

Bias: This equally created some problems as the 

respondents sometimes tended to answer the way they fee~ 

the researcher wanted them to answer the questions. 

More so, there m ight have been some ,amb:i;j_uit ies in the 

way the questions were framed and that might have 

affected·the answers. 

PLAN OF REPORT 

This report is made up of f ive chapters. The first:. 

introduced the subject rnatter (:problem statement), 

the objectives of the study, stud-y are a and methodology 

adopted. The second reviewed. some related literature. 
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Chapter three examined the types of. informal f·inanciaJ. 

inat i tutiona, structures and operat iona while chapter 

four examined, the characterist.ics of the farmers .. and 

results of findings. The last chapter contained 

summary of work done, policy implication,. recomnrendation 

and conclusion. 
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CHAP.rER TWO 

LITERATURE REVIEW 

2.1 The Origin, Aims, 0rganization And Management 
of Informal Financial Institutions 

The history of .Agricul tural finance in Nigeria is as 

old as agriculture itself. Indigenous self-help organisa­

tions were discovered as early as 1930s in Nigeria as a 

basis for cooperation ard mutual assistance (G·reen, 1964). 

Seibel and Marx (1985) reported that in some areas, these 

savings organisations were a recent development, example 

are the Tivs in _Fenue State, but in others, they existed at 

least since 200 y~ars, example are the Yorubas. The 
' 

presence of these or~anizations were not felt earlier 

enough because the colonial administration failed to see the 

place of indigenous savings and credit institutions in the 

Nigeria econany, describing them as fraudulent, improvident 

ar.d lacking any redeeming features (Stricklazrl, 1934). 

In Cameroon, Bomnsa (.1990) found tmt within the 

period 1937 - 1959, indigenous Insurance societies, later 

; known as Af~ican Social Insu.rance Societies, were formed 

\ by members to sponsor their agricul tural activities. 

These societies carried out popular activities but were 

short lived as officials crippled them through m-al­

practices. He further stated that since 1963, other·forma.l 
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and informal savings ar.d loan societies came into bei~ 

through private initiative and played the role of 

mobilising and granting agricultural credit to farinera. 

These soci.eties include the Co-operative Credit Unions 

which started through the initiation of Missionary bodies 

and the reinforcement of Mutual Aid Societies {njar:gis·), 

a form of rotating credit and savings associations formed 

on ethnie~, age or on other basis of common boms amo~ 

members. 

Hossain, ( 1984) in his study highl~hted that; in· 

Asia indigenous credit organisations have long existed 

am there is i1;dication of the existence of a relatioilship 

betw:een formal and informal fina.ncial institutions in 

credit administration. In support of this ascertion, 

FAA/ APRACA ( 1981) reported that comm·ercial banks in the 

Asian and Pacifie region have already integrated 

traditional financial institutions in their financial 

int ermed iat ion. 

According to Nwa-.Ame {19S7), the earliest attempt 

geared towards providing credi t to the agricul tural 

sector could be traced t·o d if ferent forma of non­

institutional ( sector) bodies such as traditional money 

lenders, middle men, lar.dlord s and processors. T'he need 

arises in the rural societies- of developint; countries 
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due to inadequate services by institutional bodies 

for example for the mobilization of saving~ for the 

needs of farmers and for the utilization of such savint; 

productive ventures in the rural areaso ~his gave 

rise to the Traditional African societies that existed alli 

were found in many spheres of human er:deavour bef'ore the 

arrival·of modern forms of cooperative societies 

(Ifeyori, 1988). 

Ijere (1988); observed that these associations are 

self-help groups or organizations in their own right ar:d 

are the people's device for collectively tackling their 

socio-economic:problems since they are nee~oriented and 

posa.es simultaneous rew:i.rd and sanctions. Anderson 

(1965) maintained that in India, the informal financial 

institution not only provides capital in a traditional 

society, but also functions in a moral or technical order 

as school for participating in a more developed economy. 

Also in Bantu in South Africa, Kuper am Kaplin ( 1944) 

reported that the aims of these organiZations are to make 

contributions, create saving and small-scale capital­

which are used in their productive ventureso Fei and 

C'ha·Eg ( 1948) sta ted that this enhances group solidarity 

in an ord inary business relationship. 
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Due to the informal nature of the or~ization, 

there iS no sophisticated organisation or management. 

structure for them. There may or may not be permanent. 

leaders. (Ono, l900) .. "ln situation where l.eaders; ex:ls.1t. 

all indïgenous credit institutions are headed by a 

co.mmitt.ee consisting a chairman,: a secretary am a 

treasurer who are most often elected duri:ng·· end Cllf. year· 

meetings. They are not paid or remunerated exc·ept for' 

a f ew. gifts ( Nweze, 1'985). The se organisations are 

usually· very simplified sometiines requiri:ng; just CODl'ing 

together of a few people to make the usual. oontribution. 

The contribut i,on aJ3 found by Seibel and Marx ( 11934), and 

Ezilte ( 1984). is used to build up a furrl for loan which 

is then loaned to willing members by rotation or accord 1:ng 

to demal!ld.;. Where it involv:es an im ividua1 money-lellier, 

the sources. may be f rom personal. sav ings. or money bort'owed 

from: lbanks ( Obeta, 1 982). 

In some arrangements, there are no forma.l meet ingsi, 

a desig:nated collecter merely goes round at th~ appointed 

time and applies the proceeds as mutually agreed upon by 

members.: W.here meetings are to be held ,. such meetinge; are 

. usually rotated among members and the member1 who hos"ta 

a meeting automatieally becomes the chairman of the day 

(Udogu., r988) •. 
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As fou:rrl by Seibel and· Marx {1984) in~ study of 

!gala tribe of Be nue State, the number of members, may 

range between 10-300. In small societies, members. come 

from· one village or from, one clan~ in larger· ones, they 

may com·e from different villageso .Each society is 

organized in its own pattern and ~aving its OW?l pattern 

and having its own credit schemes. The accounti~ 

record concerning contributions, levies, fines, credit 

an:l interest charges are kept by the elected. treasurer. 

There is no written laws, rules or regulations to 

guide the operations of the older fiœncial units. 

The conventio·ns ,, are however known by members who keep 

to them and respect them like any writt·en laws. 

The frequency of meeting,, the day,, time and place 

as. well as the amount to be paid by ea:ch member are 

usually determined by general conaesua or by the 

inner leaders,. where they exist {Ono, 1980). 

The more recent organisation of the traditional 

organisation,. however,. now have writt.en guiding 

aonstitutions ,, a complete set of principal officers am 

even maintain bank accounts,, for example,, the social club·a,. 

the Ajo or daily contribution which is a variant of the 

"isusu"', and in fact almost all others. T'his, may "be due 

to the mproving standard of education arrl the rise in 

CODESRIA
-LI

BRARY



20 

literacy role. In the case of an ind iv idual leader 

who runs the informal financial institution, he takea 

all decisions independently on issues concerning the 

enterprise raneing from interest rate, to amount loaned 

among other things. 

The nature of these organisations are such that 

requires little financial management, aven with their 

new orientation. 

Conformity to the laid down rules arxi regulations 

as well as the general convention is ensured through the 

us,e of sanctions~. Any menber, for exampl:e, who defaulta in 

regular contributions is sanctioned, and sucm a person 

really finds it d iffîcul t to gain acceptance into any 

;, sucll informal group. 
t; 

!·.2 Souroes:_Qf Agricultural Credit. 

Farmers- can o btain cred it from many sources. 

This however, depends on the credibility of the fariner 

borrower. It could be from the unorganized sector and 

'/; the organized sector. The unorganised credit lending 
.·, 
:~;~ 

sources include the village shopkeepers, the lard ownera, 

the village money lenders, traders,, relatives am friands. 

Wb.ile the organised sector includes Co-operative, 

Development Banks and Commercial Banks (Adegeye and 

Ditto 1985) .. 
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: ~\! Accord ing to Ij'ere and Al.oka ( 1 988) the best; s.ource 
',:~i-·: ~J will deperxf upon the type c:>f credit disired and the 

' ~.~<i: 

irrlividual farmer' s circumstances. They further olaasttied 

the sources into institutions such as banks and iniividual.s 

ani relations.. However, it was indicated that a rel.ativ,e 

or friend is only willing to loan for short periods of 

time, although they are relatively less importan~ 

i:p. the short term lend ing field. From the other sources 

include the loan companies which flourish in most communit ies. 

These loan companies they argued may not be a satisfactory 

sources· of credit.'for farmers. Often they attract h:igher 

risk and customers suffer more losses. T·heir interest 

rates and loan costs usually reflect this fact. 

Chidebelu and Ezike ( 1985) in the study of Lafia 

.ADP, support this ascertion that Farmers obtain loans from 

many informal sources. Such as. relations, friends, money 

lenders, others include village heads and unguan hea,da. 

Nw:alie ( 1987) in his contribution argued that there is .. 

a hinderance, however, to farmers' accessibility to ba.nk loans 

and credit. This is rooted in the problem of poverty. 

Most of the farmers are so poor that they canno·t provide 

necessary collaterals and s ecuri ties which enable them 

obtain loans especially from banks. In order to 

alleviate the problem, these farmers, through the 

encouragement of government, organise . themselves into 
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\\ cooperatives as cooperative fe.rmers. In this way, they 
::, 

t! are able to pool their resources and contribute fund for 

,: 
1.( 

subsequent lending to needy members. But the unfortunate 

thing is that a greater number of these farmers are poor 

such that their aggregate contributions rarely meet the 

financial requirements of members. 

Obiechina ( 1'985) asserted that traditional sources. 

of credit such as village money lerde~s, "esusu" 

clubs and loans from friends/relatives, have been found 

inadequate in scope and form. Village money lemer, ha 

maint ained, have· been des cribèd as ''loan sharks" who apply 

unwrit-tren terms· and regulations to extort exorbitant. 

interest rates from the ir clients. "Esusu" clubs am loana. 

from friends/relat ives have been used aJ3 humane and lea.s 

exactine; alternatives to obtain informal credit:. Howaver,, 

he stated that the problem with the "esusu" clubs is that 

they are organised to provide cred it only to memb:ers on a 

rotational basis, and they are constrained like the other 

s.ources of inforrnal cred it by the level of available 

loara.ble fund at each tirne period a On the other hand 

he explainéd that the formal credit for agriculture and 

commerc'ial banks provide the answer to the short, comings 

of the traditional or inforrnal credit systemo But 

requirements for credit approvals, ineffective measurea. 
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\ to d istribute and monitor the uses ani recovery of loan 
/;;, 
/;,'. 

;;', fu:rrls have militated against the mass adoption of thia 

form of credit. 

Murty ( 1988) expressed a similar view that although 

the Federal Governnent has d:ec·id.ed to increase the share 

of the commercial banks' loan~ and advances to the agricultural 

· ;,; sector from 12 to 1" 5 percent, the procedure for obtaining 

this loan has too many f ormalities which a sm.all peasant 

cannot fulfil. He further stated that the banks are not 

intere sted in g iv ing the loans to small farmers as they are 

interested to ensure the repayment of the. loano In a survey 

·,!,-· 

recently carried out by the Central Bank of Nigeria and 

World Bank, (1986), in four different states reported that the 

fanners were constrained to obtain credit frœL institutional 

organisations am even those who currently obtained the loans 

were not fully satisfied. Of the number surveyed, orù.y 14•3 

percent obtained loans from formal institutional credit~ 

showing the low percentage of credit given to the needy 

small farmers •. 

Aneke_ (1981) and Miller, (1975) in argueing for the 

informal f inancial institution' s role reported that the 

informal sources const itute an important .source of credit 

for farmers in rural Nigeria, accounting for over 35 percent 

· 1( by value of loans in rural areas .. 
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.Among other contributors Ijere ( 1981) imicated that 

the amount from JI isusu JI contributions used :for agriculture 

varies according to the cooperative demanda of the non­

agricul tural sector; personal ne eds and the level of 

agricultural production. He reported that 30% in Nau 

Clan while 25% was reported in Ukanatu Local Goverœrent: 

Area of Cross River State (llio, 1980). 

The Role of Credit in Agricultural Development. 

The import'ance of credit in Nigeria cannot be over­

emphasized, especially as greater percentage of the farmers 

are small holders • .Agricultural credit is used to promote 

economic development. and to increase output and improve 

the economic well heing of the rural people (Belshaw, 1,975). 

This is necessary especially as there cannot be viable 

agricultural programme without adequate finance. More 

finance enable s the f armer pay for more inputs, acquire 

modern technologies and thus expani his farm. Moreover, 

if there should be meaningful attempt to transf orm rural 

farming, change in traditional techniques and organisation 

alone sho~ld not be brought ïnto focus rather the 

farmers growing capital outlays and increasing demand :for 

œred it should be taken into coD3 id erat ion ( Oluwasa:nmi and 

Ala.o , 19 64) • 
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Credit makes it possible for farmers to take advantage 

of new machines, good seed, fert ilizer, live stock and 

labour, which enable the farmer to organize arrl operate 

his farm in a more profitable basis (Murray and Nelson, 

1961)0 Agubuzro (1985) reported that credit is a vital 

element in agricultural transformation without which the· 

farmer can hardly do anything on the farm. It contributes 

;, to farmers social welfare, enba.nces production, helps in 

capital formation and continuity of incom,e. For the 

agricultural sector to be ·rla'Vitalised, the author accepta 

that the farmer needs money to pay for hired labour, buy 

implements, purchase fertilizer/pesticides, procure 

improved seedlings and hire tractors, in conjunction Wi th 

.:;., ..• 
r. 

' 
·, 
A 

others. Still on welfare, S.ingh and Ramarma (1981) opined 

that the credit improves the overall welfare of the farmer 

especially in technology thus increasing income and 

employment on Emall and large farms in Western région 

of Hyderabad district of India. 

Olayide (1980) assessed the importance of credit 

from slightly different perspective. He saw the role 

of credit as it affected the pattern of distribution of 

agricultural incarne and ex:penditure and the seasonal rature of 

farming. He pointed out that farmers' incanes and 

expenditures were seaso:nal and that expenditures were 
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incurred during the growing season While most farm· incomes 

were received during sales of output. usually, once C!>'~ twice 

a,nnually. He contemed that since most of the farmers were 

poor, that they could ~reet their production expensee. only 

by means of credit~. He recommended that, as a production 

incentive, the short-term production credit for less than 

12 months was the, most mportant for small fa:irmers ..• 

Adegeye and Ditto ( 1 985) made an add it ional contribution 

that the agricultural credit t.o snall farmera can help in 

breaking poverty cycle. Credit as they recorganised. iS 

requ:ired to purchase :improved technology which is vital 

for increase~ output am overall expansion of the farm. 

The :improved t echnology to be purchased include·s improved 

seeds, fertilizer, herbicides and pesticides, as well as 

agricultural machinery and equipment,, as farm expansion 

takes place. They argued - tha t the role of agricultura.1 

credit is not restricted only to agricultural production; 

consùmption cred it,. especially to snall farmers is necesaary 

if .only because it helps to make farmers more productive in 

te:rms of t.he ir labour input. Howev·er, 'the authors warned 

that cred it to small farmers in. the absence of the li:mwledge 

and use capability of technology can even prove hannful 

since the farmers can become heavily indebted and be uœble 

to pay back. 
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Discussing the role of cred_it as it inf'luences. farm~ 

expenditure ih the Republic of Germany, Ringer (1988) 

infered that it increases the volume of agricultural inputs, 

rise in terms.of feedstuff, fertilizer, pesticide and 

insecticides. 

~ 2.4 Types of Informal Financial Org::dnisation 
~~ 

It is not easy to completely identify all the varioue 

types of the informal financial organisations. For one thing-, 

as the name implies,, these organisations are informal in nature 

and there are no laws laid-down to ·guide their formation am 
operation (A.rderner 1953, Reining, 1959). As a result, when one, 

two or more people are capable of coming together for the 

common purpose of mutually aiding each other in rina.ncia.1 terme 

or for the ,urpose or ~nteming cred it to outsiders, through 

some periodic contributions, an ini"ormai financia.L o~gan1sation 

emerges. Ono ( 1980) idèntified 12 of such system in his work 

as follows: 

1 " I susu ( esusu, ·osu·su, susu) group. 

2. Fi:œnee through slavery, human labour, child and 

marriage. 

3.. Age Grade Associations. 

4. -Y illage Administration Contr:i,but ions. 

5.. Village Rural nevelopment_ Schemes. 

6. Men' s Revolving Loan Associations o 
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7. Married Women' s Associations 

8. Family Fund Pools. 

9. Extended Family Cooperative Furxi. 

10. Town Unions. 

11. Local Money Lenders and 

1 2. Social Clubs • 

.Bach of these groups has its variations and the number of 

such variations vary from locality to locality. 

Of these 12 types given ab ove,. the most popular and most 

widespread of traditional institution prevalent in almost all 

the nooks and corners of the world particularly in the 

developing countr ies are tho se engaged in sav ings,. loan and 

mutual scheme. As concluded by the author, these schemes are 

integrated in a system referred to in local parlance a,a: 

:isusu in Igboland. 

2. 5 The Role of External Factors 

2.5~1 Risk and Uncertainty in Agriculture 

The farmer normally faces two eventualities whose ou.t­
comes affect his production and marketing decisions. T·hese 

are risks and uncertaint ies. Risk refers to situation, where 

the probability of occurence of outcomes is either known 

or can be estimated while uncertainty deals wi th situations 

where the probability of occurence of an outcom-e is neither 

known nor can be estimated. Agricultural production iS subject 

to large variations du.e to factors completely beyond the 
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control of the farrner: lack of rainfall, pest invasion, 

floods and other natural phonomena which are capable of rducing 

output. to a level well below that planned by farmers,, while 

exceptionally favourable conditions can cause production 

to be w~l above the planned level (Onyenwakur 1986). 

The author categorized. the risk arrl uncertainty to include 

production/technical uncertainty that is the use of certain 

canbination of input which will always result in a fixed 

and known quantity of outputo Price or market uncertainty,, 

that :ia .. both the inputs which the fanner uses and the output. 

whieh he produees are both subject to wide fluctuations in 

\i ;; pricres~. Govel!nment. Institut ional uncertainty which involvee 

changes in. governnent policies, programmes, rulea. and 

regulationo Indiv idual-generated uncertainty which iS 

individuals and their changeable natureo 

These result to the primary consideration of eoœn,ereial.. 

'}:j:l.nks as well as of al.l inf onnaJ. lenders in the risk involwed in 

making loano Olie ( 1980 J o bs erved that. commereial banks just 

like the land.ers. perceive the agricultural sector as lad.en 

with risks, largely as a result of inherent nature of 

agricultural production. The risks ~ outlined include 

crop failu:te, insect and pest attack, outbreak of·- d:iaeaaea,, 

etc. often beyomd the immedia~e control of the farmer 

clouds the prospects-fo~ repayment •. Lenders make oniy loa.na 

they feel are sure to be repaid, howeverr the certainty of 
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· 1 repayment varies. Some loans are pra.ctically riakl.ess:,, SODlle 

involve a small amount of risk and! some are moderately riaky­

( Johnson,: 1982.). 

This assertion has been supported and class.ified into 

three broad categc;ries .. by Ray { 1 981) as follows: natural risks., 

which include drought ,,· flood;,. weed, thunierstonn, erosion,. 

diseases, and pests; social risks which inc:li.ude hazards such 

as thefts, wars, change in social structure,. tec:hnology,, fire 

outbreak. Finally, eeonanic risks whicn. involve fluctuations 

in prices. due to demand and· supply of product; over period of· 

time and unexpected depreciation of imlèstment. 

Warren tl §:1. ( 1989) has a different· view that riak 1.S.; 

partly as a result of other busines.s risks, such as product-ion, 

pri~e,, health, obsolescence and innovation riska.:. He advised 

· that. lenders should check risk bearing ability measure 

whether the farm operation can withstand finanoial loss.ea 

ü w.ithc;,ut be ing forced into liquidations or insolvency l!lef ore 

approving loan. 

In United Kingdom, Coward ( 1987) noted that. 

agriculture ~a.ces: significant risks related to weather 

and disease. These risks and uncertainties .. ac.cording 'tio 

him greatly influence the cred it repayment of many loan 

beneficiaries.,. 
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2.5.2 The Nature of Agriculture 

The nature of agr·icul tural production among- Nigerian 

rural fa.nners_ mak.es. it. rather di:fficult for external 

f financing.. Obo ( 1}81) stated that they are cmaracterized by 

small and fragmented holding which in most; cases, are :not 

economieally viableo F·armers often prodUC.'8 enough ::fooo. t:o· 

feed the f anrily with a little left for the market amd the:f..r 

m·ethod of f arrming whieh haS not gone much beyor:id the 

tradit ional stage. Mechanizat ion he said is: not practis,ed 

on a large seale and improved· variet ies of crops and 

livestock are not widely used. 

Contributing to the same p:uoblem,. Belshaw ( 1965),; opi:nedi 

that. the characteristies of peasant farming· whiah affect-. 

credit repayment was. that. the fa:nming, entenl)riSe waa more CDf 

a social unit and las.s of a business .. than in developed 

countries and often a cDnsiderable proportion of produat,ion 

are for suhsis.tence.. All thes.e do not make provision for 

eomm,erc:ial. agriculture am therefore farmers who g:o on c:redit:. 

aften default in repayment. 

Ruozi · and Erzegouesi ( 1'987) expressed a d:ifferent 

view when they analysed the fluctuations in yiel.d a.a: it 

affects prices in America. They conclud'ed that the 

unsteady nature of agriculture has put many farmers. and: 

cooperat,ives into serious financial crisis resul ting into 
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bankruptcy,. This lead to decrease in agricultural produce 

which makes farmers unable to service their debt s. 

2.6 The Role of Client. 

The client whether the farmer loan recipient or the 

credit institution someti.mes contribute to loan d·efault 

through one or a combination of the following factors: 

loan diversion, late approval and disbursement~ poor. 

coordination of credit with other· agricultural services, 

poor loan size, low return from eredit use, and genera1 

attitude of farmers to credit. 

2.6.1 Ioan Diversion/Non Productive Use of Credit 

Production credit is concerned with the way money is 

employed by the borrower to result in an increase in his 

net income. When credit is used in this way the borrower 

will have funds to repay the loan when it is due and still 

have a margin left over to improve his standard of liv'ing. 
', 

Cred it could also be use to meet the usual family living 

expenses ar.rl emergencies~ However, such use of credit for 

consumption purpose makes loan repayment difficult since the 

money is nGt used to increase the family income~ 

In Nigeria loan diversion to non-productive uses iS 

very widespread among farmers, resulting in high rate of 

loan deliquency and defaults (Onyenwaku 1986). 
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'i 2.6.2 La.te Approval ard Disbursement of J.oaœ._ 

') 

Sometimes ,credit institutions may fail to approve 

loans in time anq. as a result, the proceeds in cash or in 
' 

kind 'may reach the farmer too late for the ir specified use. 

This results in loan diversion to other uses. Besides,. 

shortage of loanable funds result in long delays in loan 

"disbursement even after loan approval. The late approval 

and d isbursement of loan to farmers as reported by ODYenwaku 

(1986) may be due to the rigid ar:d t ime consuming procedure 

for processing lo?,n applications coupled with a shortage 

of well trained credit personnel. 

According to research findings in Oyo State in 

South Western Nigeria by Fabiyi {1982), 58 percent of 

the farmers applied for loan between September and 

December of the year preceding the planting season and 

disbursement W:ts Inade in May/June to 52 percent of the 

applieants while the rest rece ived payment in April. ThiS 

shows that the period of application to provision of fum _ 
ranges between four to nine months. Though the loan was 

· needed for etirly maize, the period of planting passed before 

the loan was made available to the farmers. They further 

showed that 87 percent preferred January and '13 percent 

" .. l pref erred February for d isbursing loans. This is to ensure 
: ,:~; 
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timeliness, thereby to enable them to utilize the loan for·· 

various cultural practices necessary before the commencement 

of rain .. 

Poor Coordination of Credit with Other 
!iricultural Services~ 

Agricultural credit among othecr things iS involved in 

increasing agricultural production. Therefore, in providing 

credit to farmers, it is necessary to consider other services 

needed by the f armer.. As Onyenwaku ( 1986) maintained that: 

for credit to be effective it must be accompanied by and 

coordinated with a minimum of other services. such as,. 

agricultural extension services to teach farmers how to use 

the credit profitably,: a farm supply system that ensures that 

other fàrm inputs are available to the farmer at the right : 

time, in the required amount and of the proper quality and 

a marketing organisation which provides a conven.ient, stable 

and profitable outlet for the farmer' s products. W.'ith proper 

coordination and management, the loan beneficiaries will 

realise reasonable prices arrl be able to repay the 

bo:crowed fupd. 

i: 2.6.4 l!Qan Size in· Relation to Need Indi·ça.t~ 
]2.y_Farm ers. 

Deterinining the right amount of credit to be given·to 

a farmer-borrower is a problem to the credit institutions 

because granting too little or too much credit may do a 
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farmer more harm than good. Loans which exceed the farmere 

capà.city for re:payment might put hi.In: into debt while 

insufficient crcd'it does not allow him to employ imiproved 

practices to-mak:e rational use of his resourcea. 

Osuntogan and Olud imu (1,981 ) reported a oase where fanners 

are given inadequate loan becaus.e the amount. wa..s ~culated 

based on the hectares which the f armer or group want to 

cultivateo- T:his method is beneficial in cost considerat,1:on 

aS well as in providing some means of evaluating ::f.armera. 

but in most cases,. farmers receive cons-iderably 1888; than 

the amount expected ~ if they are given any thing at all.: . 

Fabiyi (1982) in the reported research~ above. 

showed that from'. 1976 to 1980 farmers in Oyo State applied 

for a total loan of :N536, 250 .00 and were given ff56, 170 .oo 
which represents 10. 5 percent of the loan expected. Ij:ere 

~ ~ (1987) reported that out of the respondents who 

received loan in Orba, 60 percent had up to N80, r3.3 

percent had between !1"51 and ill100 ,· 16. 2 percent had l!Ietween 

;î!i101 and ill150 while only one respondent received about 

H200 as loan from esusu society. This low ratio 

percentages of loans granted to the percentage of loan 

application expected Fabiyi ~ s!l. complained have serioue. 

implications for the agricultural. financing operat.ion am 
has greatly reduced its effectivenesa over the years ... 
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When a borrower rece ives credi t below his needs ,, the loa.n 

becomes a probl~m rather than a bless.ing. Such a loan 

programmes are volunerable to high rates. of default which 

is a signif icant hinde:M.ne:e to a credit institution•·s 

survival and a major constraint towards attaining an 

efficient schemeo 

2.6.5 Low Retu.rn From the Use of Credit. 

In making use of any credit facilities,. the econom·ic 

benefit from the use of a loan may not be enough to paye 

for the princ:ipal and the accrued interest on a loan due 

to several factors... Sane corrtributors like Adegeye et al - -
( 1.985), and, Onyenwaku ( 1986) outlined, lack of profitable 

technology which the f armer can use, lack of knoliledge, 

skill and energy to put the loan to good use, poor market.· 

conditions for farmer's output and poor weather and other 

natural causes over which the :farmer has little or no 

control. All these reduce profit, worsen the farmer •a, 

fi:nancial position and increase default. 

206.6 General Attitude of. ~ers to Credit. 

The.attitudes of Nigerian farmers to credit have 

been described as highly discouraging by many authors. 

As.abia ( 1981) saw their att.itudes as._ a most serious 

problem facing agricultural lending~. which result to the 

CODESRIA
-LI

BRARY



'î 

37 

high rate of loan deliquency, arising largely from 

delibrate refusal to payback loans. This, he said may 

even occured when the farzner has, a good net return. 

Gillette ~nd Uphoff (1973) see it from a di:fferent 

perspective by saying that a typical Nigerian farmer is a 

member of an extended family which inf'luenaes .. his b.ehaviour 

and decision makingo The clan,. tribe, society, governnent 

and religion all influence the behavioural pattern which 

iS reflected in the decision mak;i.ng process of iniividual 

farzners ~ These have effect on his attitude towards. 

work arrl division of labour,. towards time and thrift, 

towards credit and iniebtedness, towards governnent in 

g-e:neral are all critical factors imluencing the farmer's 

use of credit and his willingness to repay. Discuss,ing this 

attitude to credit,. Bauman ~ ~ (1966) _unierstood their 

poor behaviour from cultural point of v iew. He pointed out 

that when these farmers obtain loans especially through 

one of the governnent institutions, the farmers regard the 

loan more as a gift than loan and repayment of the 

loan was a ·11ttle or no concern to him. 

2.6.?. Co:rrlition for Borrowing .Among· Ienders 

Loan conditions among len:lers have been described 

by many writers as contributing factor to default rate in 

the Nigerian Agricultural Financing. Ruozi and Erzegouesi 

( 1987) James ( 1988) showed that in order to make loana, 
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laniers, require ~ecurity that will reduce their risk or 

losso, With security, lem.ers have two sources of loan 

payment, the cash flow ability of the borrover to service 

the debt and if that source fails for some reason, the 

collateral value of the security. These collaterals . 
include, houses, farms, machines and trees, crops 

while some request for gaurantors... These rules James (.1988) 

said creat loopholes for defaul ters as some prefer loos,ing 

these collateral than paying back the loans. 

Coward (1985) observed that security require.m,ents 

provides yet another obstacleo He reported that loans 

amounts based on the value of security are unrealisable 

in case of small farmers. 

One other important condition which creates problem 

is ~he high interest rate charge by the lenders. Chidebelu. 

and Ezike ( 1985) reported 6 percent to 100 percent among 

ir.digenous credit sources, Seibel arxl Marx (1985) 

report 60-100 percent and Eze (1990) stated that high 

interest rate tended to consume up the farmers profit 

leaving him-with very little or·margil'.}al profit, if al\Y• 

Such a high rate of interest tends to agg.r-evate or encourage 

h·igh rate of loan delinquencyo 

Owan ( 1982) in his paper saw h:lgh int erest rate at 

75% as net a limiting factor for taking loan as many still 

go for the loan.. He believes that there are other factors. 
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outweighing the advantages of low interest rate that push 

farmers to these informal sources. The reasons he gave are;: 

accessibility and short distance, simple procedures,, no 

problem with security as the money lender ia prepared to 

accept what the borrower prefers, usually land or farm 

cropo Others. are minimum overhead cost in numerous visit 

to lem.er, entertairment of credit supervisors and pa.yment 

of suret ies •. 

Onyenwaku (1981) also made an important contribution 

when he wrote that the money lend.ers generally charge 

exhorbitant rate of interest because of the risks imrolved, 

and in some cases the farmers who pledge their crops, 

land or houses have lost them due to their inability to 

pay the high rates of interest. He however, pointed out 

that the merchant s and produce buying agents generally 

make loans available to selected farmers but these are 

on corn. itions which limit the farmers' freedomi of 

selling and buying in a market of their own choice aDi 

at the time most opportune to then. It is ala.o a 

precondit;Lon of loan that the farmer either buys from 

or sella his ])roducts to the marchants sometimes at a 

predetermined but in variably lower prices. 

2 .6 .. 8 Forms of Ioan pisbursement and Repayment 

The forms which lenders provide loans an:1 forma_ 

borrowers make repayment whether cash, kind or both :have 
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some effect on the use and recovery of these loans. 

Many cred i t institut ions: in Nig-e ria prov ide cred i t in 

aash form perhaps because it is more convenient and 

chea.per... This cash payment contributes to the mis-

management of loanso To elaborate this Fabiyi et a1 --
( 1982) opined that if cash is released at a t ime when the 

planting date and time for· various cultural operat.ions .. 

have passed,. it encourages conversion of praiuation credit 

into consum,ption credit which the farmers find dif:ficul11. 

to repay.. He suggested that provision of c~edit in kiDi to 

minmize diversion' of funds, would make the farmers. not t10 

convert the credit into other none agricultural V·entures .• 

However, Ogunronbi (1974), in a study ca.rried out in 

Western Nigeria, observed that farmers resale inputs 

supplied in kind on cred it to obtain cash°' He therefore,. 

supported loan in form of cash arguing that providing 

in-kim cred,it învolved purchasing am distribution of the 

input and if there is any laxity, the inputs get to the 

beneficiaries late or not at all and thus a lot of harm 

done to the farmers and the credit agency am the result 

of sucll credit is inability to repay the loan. 

Berko ( r986) focused attention on the terms of 

repayment and showed that loa·n default was quite low 

during the Norwegian Church Agricultural Project 

(NORCAJ?) i:rarolved in Agricul tural development ~in Ikw.o. 
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He reported that loan default was becaus.e 1oans were 

reP3,id part1y through yams, rice and partly through cash. 

In this way, credit was linked with marketing a.rd this 

f'acilitated not only the grant ing of loana but also the 1r 

repayment. Hem~e, out of the short-term loans of . aboU:t 

:B25,000 .oo given in ki:al and cash, about 90 percent of 

these were recovered at the end of every season. This 

left about 10 percent default rate. 

2.6.9 Loan Managemeni_ 

In every developing country where the 1evel of 

edueation am skill are low, credit management haa 

always been a problem. F.A.O. ( 1964) examined thè 

need for credit management and noted that new app.roach 

to agricultural credit should consist of supervised 

cred it com:bined witn agricul-tura.L enterprise am cool)8ra­

,:;1ves. Such gu:idanc:e will open opportunity to smal.l 

farmers without tarigible assets for security needed by 

credit policies., At a close eooperation, the land.ers. 

will be more. eager to issue credit. This o:ould: res.ult 

in the achievement of much needed agricultura1 development 

of any nation. It further 'noted that aupplying o~ cap!tal 

to farmers without showing them how to effectively usé it: 

often result in an over i:ndebtedness of farmers ~nd large 

loss es for the cred i t institut ions. 
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Earl aril Horald ( 19 54) advised on a better way of 

managing credito They comp1ained that when a loan falls 

due before the most profitable time of sale,. incom.e 1s. 

lowered either by marketing an inferior product or by.- the 

cost of refinancing the loan... Their comment is; that the 

due date of a loan must not force premature sale of a 

product. For this reason, the farmer should allow for 

some margin of safety when arranging the length of the 

loan to parallel the t ime it takes to recover the 

borrowed capital investment. 

Further contribution by Johns.on ( 1982) showed that most 

farmers can eas.ily pay the interest on borrowed œpita1 but; 

they often find it hard to pa.y the principal.... He suggested 

that good financial management improves repayment capacity 

am uses. as much credit as is profitable thus raising œt. 

income. He maintained that to improve repayment capacity, 

planning repayment to coincide with income. extend.illg 

repayment t ime,. planning and running the business to minimise 

overhead cost thus raise net incane and stressing en:terpri.B.:e 

with quic~ turnover is important o While emphasiai~ on the 

importance of good cred it management, Igben( 1972) foum 

that the non-existence of imividual enterprise with the 

knowledge, skill and energy to put the loan to goocl use 

appears to be one of the major causes of poor loan repayment. 
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This is the case hecause without good returns, such 

enterprise cannot realise enough income to a:f:fect the 

p::r;-incipaJ_ and the accrued interest. 

Among other contributors are King ( 1976) Okorie · 

(1983) and Nwoke (1986) who complained that the major 

problems with loan management is the diversion o:f loan 

fu:nds to nom-prod,uct ive uses. as well as fromi illiteracy 

which is highly prevalent among farmers. 
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CHAPl'ER T~ 

'.' ·:·· ·'' 

TYPOLOG Y OF INF ORMAL F INANCIAL 
ORGAN IZA,T ION. 

There are many d if:ferent types of informaJ. fiJ'tl.ncial 

organizations in Nigeria and Nsukka zone in particu.lar. , .) 

One thi:rig to be noted about these typologies of mutual. 

crnntribut ion am cred it institut.:iL«:ms is that. there is no 

clear-cut line of demarcation among them. These organiza-
standardized 

t ions have no / rules and regulat ions guid ing their 

~tructures,. organizations and operations. All involved: one 

kind of financial contribution or the other. As a result~ ··· 

opinions have continued to vary among various authorities. 

on the best way to classify the informaJ. financial. 
. \ 

/' 

institution. For example while the FAO ( 1964) took a pùrely 

tradit ional view point in identifying basiœlly two typea:. 

of credit societies namely: "rural thrift and credit society"·~ 

·Adegeye (1978) adopted entirely different approach by 

lumping, generally,. credits and thrifts seperately am ea.lling 

them - "co-credit" and "Co-thrifts". 

Irre·spective of the approach adopted in classifying 

them, the fact remains t hat there exists diff erent types, 

of thrifts and credit associations in the traditi0na1 

societies who organiSe one kind of financial. mutual aid 
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scheme or the other to mobilize savings. The study 

therefore.,· was centered on ten v:la.ble informal lendèrs 

OIÙY• 

3.1 ... t Man's Famil.y Meeting_Qr Association 

This group is an association of male folles with blood 

relàtionship. They live within a geographical area am 
meet on regular bas is mostly every month to d is.cuss the 

welfare of every member and the entire family. Suoh 

meetings serve a lot of purpose, including financial' aida, 

settle family s:quabbles among relatives. Many of th& 

engage in various socio-economic activities to irirprove their 

welfare. They are common in several are as of Igboland, 

especially among Ohaozaka people in Imo State.' (Nweze 1986). 

In Nsukka agricultural zone many exist and have achieved a 

lot such as. sponsoring relations in different institutions 

and granting loans to members _when needed. 

3.1.2 Isusu (Revolv.!.ng Contribution) 

This is an informal financial organisation fou:oi 

to be very common among the farmers in the various 

eommunities and is the most wide spread.. It is an 

~s.ociation of people for the purpo se of c·ontributing 

fixed sum of money at regular internals to meet the members'' 

various needs.. Such members have trust and con:f idence in 
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themselves, and mostly living in the same locali ty. 

One persan is usually nominated by the groupas the 

Co-ord ina t or .. 

This type of informal financ ial arrangement 

differs from others in the following ways: 

(i} The contributions revolve among members. That is,. 

where there are·six members contributing· fif'ty 

Naira (~50) each per month, after each months; 

contribution, one of the members takes ito This 

goes in rotation until all have benefitted from, the 

contributions. A more general rame such as savinga.: 

and credit associations seems more acceptable since 

it covers both the rotating aro non-rotating types 

(Seibel and Marx, 1984). 

( ii) Membership in the ones surveyed iS relatively very 

small ranging between 4-30 persons. Each memberi 

chooses when he/she wishes: to receive the money 

de pend ing on hiS or her farming programmes •. 

3 .1 .3 Christmas Thrift Furrl 

Thiij is the informal financial organisation foum 

to be very common among the rural farmers a:rrl other al1ied. 

workers.. As the name indieates,. this type of savings 

scheme has as its primary objectives, saving toward1s 

Christmas festivitieso 
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Christmas thrift furrl among the persona 

surveyed usually ~tarts in January of every year 

with the f irst round of contribution,. while the la.st. 

contribution of the year ccm·es up in October. Thi.S; 

is to enable members get their money back in November 

for all the ne cessary purchases for the a:hristmas 

Celebration before priees of items begin to rise. 

Also in the November meeting all money loaned out are 

returned with their interest. 

3.1 .4 Farmers.' Association 

This association comprises farmers within a local.ity. 

It is found among f armers of different crops a~ anima1 

productions. The· formation eut a'eross ail age groupa 
1 

of farmers who can meet the financial obligations .• 

They usually hold their meetings monthly. Farinera. 

who make up the membership have no s_pecial. relationship · 

except that their farming activities. are centered in 

an area. Such association give loans to members both in 

kind and casho Atimes they do rotatory farming amo~ 

their mem1?ers,. and membership is open to aey i:nterested 

farmer .. 

Town Union • 
. -

Town unions are organisations formed by pers.ans: 

from the same town, community, clan or local governnent 

area who reside in a place far away from their home place. 
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It may be in urban or rural areas and usuallly meet. on 

regular oasis to discuss iSsues about general welfare of 

members and home. They equally aediate among quarelling 

members. and bring to order any deviat ing member. S,ince 

they operate in Urban areas far away from·, home,. town 

unions have their 'parent' or national body at han·e which 

eoordinate the ac.tivities of the union branches scattered 

in the urban areas. It embraces all. ages, sexes, and 

prof ess .. ion prov id ed. from the def ined are a. 

3 .1. 6 Social Club.s: 

Social Clubs are post-civil war phenomenon in 

Igboland. T.hey arose as a means to hasten the resuscita.tion 

of social life which waS· lost during the civil war. This 

search for renewed social life was expected because the 

Igbos, like his Yoruba counterpart am other ethnie groupa 

in Nigeria cherish social life very mucho 

They serve as a traditional form of insuranoe which 

provides financial compensation or support to members. when 

the need arises. Members are usually of diverse i?Iteresta~ 

sex, ages, status, and faith •. 

3o,1 •. 7 ~ied Women Association. 

The group is made up of women who are married 

within a specific geographical location. It is the only 

organisation that membèrship is mandatory to all man-ied 

women within the scope of coverage. Their ams are to 
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participate in the community developme nt, give financial 

assistance to their members and maintain strictly the 

norms of ·the people. Every married women is qualified 

to be a member. They exist from generation to generation 

and have officers that coordinate their activitiea. The 

eldest wcman aut anat ically be canes the cha:irperson. 

3.1.8 Village Administration Constitution. 

As the name implies,. it is an association 

eompr ising maleS of mature age within a community or 

locality. The administration is ent irely for every 

member except for very few decision that can be taken 

by the off icers,, espec ially in the stud ied area ... 

They engage in various big projects like village 

halls and roadso. Their sources of finance are through 

levies,. fines and interest that accrue from their loan 

scheme. Such associations have no time limit as the 

administration is always handed over to subsequent 

generations. They are common in many communities with 

developmental orientation •. 

3.1.9 4ee-Grad~ 

Age grade is a voluntary social organisation made 

up of inlividuals, men arrl women, born in a space o:f one 

to four years and united by their common will to protect 
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and' preserve the traditions of their community and 

to promote:, the development of the community according 

to the needs of the people (Niukwe, 1971). In the 

study area, age-grade is a very progressive association 

that has participate greatly in community developmento 

They form the bulk of the associations in the study area. 

They are found in many parts of Igbola:rrl includ ing 

Njikoka, Idemili in Awmbra State and Ehalumona in Nsukk:a 

Local Governnent Are a of Enugu State. Most of their 

proj ects are implementated through levies. This 

institution equally grant loans to members who need 

financiaJ. assistance at little or no interest. 

3.1 .10 Money Lender 

Money lend ers are inl iv id uals, who, posae ss.ing 

excess. loanable fums or with access to the sam.e, are 

willing to le:nd them to needy persans at a fee (Ijere, 1986). 

They grant loam:r to any intero~:ted persan who can be 

guaranteed except that their activitiea are confined to 

few known localities and persons. 

They do not discriminate against any sex,. age, 

tribe or profession. Moreover, their loan i.S 

characterised by t imeliness,. regularity ani ease of 

delivery in the place and amount desiredo- T'lieir 

transaction is based on cred ibility and ab ili ty to repay. 

They give the highest loan per individual among· the 
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informaJ. lend.ers' as f ound in the study area. 

3 •. 2 Organizations and Operations. of the 
Informal Lending Organisations. 

The organization suggest a division of respoœiblities: 

and funct ions<> Informal institut ions otherwise called 

self-help organization are designed to suit their respective 

funct ions arrl pe cul iar c ircum stances.. Each of the 

organizat ion formed has a def ined aims and objectives even 

though there are similarit ies among many of these informal. 

organizat ions. 

The men' s :family meeting usually has the oldest 

member of the extended family as the leader or head of the 

group~ Other functionaries such as treasurer, and 

secretary could be elected or appointed as the case may 

beo- In certa:i,.n situations,. the oldest man could assume the 

roles of a chairman ar:d the treasurer. Membership iS life-

1 ong and. qualification is attai:rment of adulthood,. which. 

goes s:i.multanously with the initiation • 

The isusu/thrift groups are normally headed by a 

committ-ee consisting of a chairman or president,. a 

secretary and a treasurer who are normally elected 

at the beginning of each session. Normally their mo:mey 

is put in a safe or box with the treasurer keeping the 

box/s,afe while a co-treasurer keeps the key to the sa:fe/box. 

CODESRIA
-LI

BRARY



52 

The elected treasurer keeps records relating t.o contri"'."' 

butions, levies and fines, credit and interest charges 

while the chairman·presides over meetings. These officera 

may or m~y not be remunerated depending on the arrangement. 

This form of informal f inancial arraI1Bement :i,s so typicaJ.. 

of the traditional financial organizationso The arra:ngemerxt 

is so informaJ. that non-members hardly recognize their 

existence. It is often kept as a top secret among the membera· 

unlike the other informal groups ,. which are well knowri by 

non-members. 

Christmas thrift funds normally, have·three elected key 

officers com•prising the Chairman, the Secretary and the. 

Treasurer. Meetings are held monthly presided over by the 

Chairman. 

These groups are guided by written constitution which 

provided for the activities carried out in the current year. 

The members agree upon the minimum a:rd maximum amount to be 

eontributed ea.ch t :i.me they attend.ed the monthly meetings. 

Between these lower arrl upper limit s an.y member can decide 

on how much to contribute. Attendance is compulsory for 

every member while absentee from the meetings attract fines. 

The fines ra~ed between One Na.ira and Five Naira depending 

on membership .. 

CODESRIA
-LI

BRARY



/. 

/ 

53 

For the farmers 1· groups, the offices of the 

Chairman,: Secretary and Treasurer are through election. 

They usually hold monthly meetings presided over by the 

chairman.. The association iS open to hoth s.exes except 

that only males show interest and registered with thE111. 

They are guided by the· unwritten constitution initiated byr 

the members to suit thano- The term of off iee is inieterm'dnate. 

However, it depends on the trust membel"s have on the 

execut ives. The primary interest of this grou.p is to aasist membc 

both in ltind and cash as their need arises. 

Town Unions and Social Clubs are more s.ophist icated than 

family meetings, isusu, christmas fun:l and fazmers associations. 

However, social clubs are required to register with the State 

government s through the Social Welfare offices, in the locall 

government ar83.S which came un:ler the Ministry of Sociai 

Welfare, Youths, Sports and. Cultures. The criteria uaed in 

admitting members into Town Unions and Soc·ial. Clubs include 

marital status,. place of origin,,. sex and socio-economic, 

chàracteristics of the iniividuals. Their organizationa]. 

set-up are sµch that the general assem:bly stands above all 

other arms of the group.. They elect off icers to run the 

affairs of the organisations and corrluct monthly meet;ings.;. 

Off icers include the Chai!man,Vice-Chairman,, Secretary-

. General, Financial Secretary 11. Treasurer and Publicity 

Secretary.. Within the hiararchy of each club or union~ 
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committees such as finance,. projects~.burials,. ceremonies 

etc. are set up and cha.rged with the execution of the va.rions 

functions .. of the club. (Onumoru,. 1980). The hou.se also 

appoint Patrons who over-s.ee the act iv i t ies. of group ard 

act as the • father' of the club,. Such appo intments 1s 

life-long except where the·person opts out or the association 

may decide to drop such a person for none performance. 

The marr ied women groups ani the v illa.ge administration 

constitution are closely related in their aimS am objectives. 

except in sexo They all engage in community development, 

maintain the norms of the society. Officers of· thes,e groupa 

are normally nominated with the oldest person as the chairman 

or chairperson. However, most of the ir act ivities are decided 

by the general assembly. Other offices are Secretary,. Pu..bJ..ic 

Relation Officers otherwise called the town criers. The po~ 

of the Treasurers may or may not be different f'rcm the 

Chairman,. as much of their funds are. either loaned o·r 

entrusted to the Chairman. T'heir dif:ference f'rom the fand;ly 

meeting is that menbership are people without a:ny b1ood 

relat ionship. 

The organization of age grades falls in I.ine with t:he 

general pattern of most traditional self-he1p organizatioW:1:. 

Officers. are elected annually. They are usually 1thos,e 

who mus·t be trusted inligens and capable of coordinating· 

the act ivities of the group. Other qualit ies. usuaI.ly 
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A distinguishing characteri.Stic of age grade organizatiom 

is the division of community into a. nwnber of age grades .• 

They execute many proj ect in the community such as, the v·illage 

hall, and rural electrif icat ion<> 

Money lenders are in:lividualist ic in nature in the 

s.ense that the propretor is the sole organizer and ta.kas; 

decision al.one on the organization and management of the 

institut ion<> Atimes the manager employ;s the servie.a of 

relatives or few workers who help in the collection of 

loaned moneyo. 

5.3 Contributions and Funds Management. 

The contribution arrangement a.mong the organizat ions 

studied vary from one plaee to the other. This, however,. 

depend on the type and functions being perfo:rmed. In 

every organization except money lenders contributions are 

m:ade weekly or monthly depending on the decision of 

members. Amount contributed may depend on the ine.-ane leveJ.· 

and target. of the group. Funds are built. through levies, 

regular contributions, fines, interest from loaned monies, 

and investments. At the end of the cycle, the contribut.ions 

are shared equitably among members, in the case of s.avings 

clubs. In rotating clubs, the total a.mount coll.eet.ed during 

the meeting is handed out to one members according to an 
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agreed order. Others contribute money anl save it for 

executing project and the smooth running of the groupa 

especially the age grades. Sometimes the money is loaned 

to ne edy mem bers prov ided such loans meet the approv.al 

of all at a fee. The over-all activities of these 

organizations are guided by the bye-laws as may be 

decided by the general assembly. 
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CHAPrER FOUR 

PRESE:NTATION AND ANALYSIS OF RESUIŒ:S 

4 .. 1 F arm ers ,. · Char a et er ist i es. 

f The farrners' background information are necesaary 

because they influence the management of loans. Thus., the 

sex composition, age diStribution, marital statua, level of 

education and farming experience are shown in t;able 1. 

Among the 00 respondents 65 (81 .25~~) are males. while 1 5 

(18.75%) are females. Sorne organizations are homogenous 

either males or females completely. ThiS iS becauae of the 

rature of such organizat ion. In farmers association, 

fam:ily fumd.pool, village administratio:n constitution, money 

lender az:d age grades,. males dc:minate becauae men are b'etter 

at organiaing· them. The married wanen association bas, o~ 

women ~ members .. 

The ages of the respon:lents ranged between .20 am 
69 yearso- The highest proportion of .respona.ents. had the 

ages between 40 and 59 years (65%) while those with a:gea . 

between 20 and 39 years were about 28.75%. · Tho,se 

with ages of· 60 years and above had the le~t p.t"'CD.portion. 

T'he greater number of the respondents. 71. (88.75~ 

were married while nine (11.25%) were single, seperated, 
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divorced or widowed o The situation is attributed to 

the conditions for membership of most organisations. 

Only very small proportion (18075%) had no fo.rmal; 

eduéitiono While,. 33.75%, 35% and 12 .. 5% of the 

respor.dents had pr5mary,. secondary and post secondary 

education. ThiS was as a result of -the type of 

0rganizations surveyed especially the relatively young 

age grade associations whose members were edud3-ted. 

A, good proportion of the respondents. 34 (42.5%) 

had farming experience of between 11 and 20 years while 

32 (40%) had above 20 yea.rs.. About 18% had les.s. than 1:0 years 

f arnring exp er ie nc·eo 
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Table I Distribution of Respondents according to their Back~round Characteristics 

Among the Informal Financial Organizations Surveyed . 

:haracter- !Classifi- ! In ormal F1nanc1a Organiza ions 
' 

1 cation IIsusu i X~as 
' f 1 

,. r 
f . 1 t 

sation 

Sex 
:omposition 

Age 
Range 
(Years) 

Marital 
Status 

î 
! 

1 
i 
1 

' ! 
; 

! 

F'or':lal 
Sducatio::-10.:::..' 
:..evel 

Farmin:; 

Sxoerience 
(years) 

Social·'. CO · o 1 "Cl l1J l 1) ' ' Sub ' Grand S.. u .-= •.-1 = /~ 1) • • ! : = +l 
S.. Cl 

; Fund Club 1) 0 () s:: 0 ,.; •ri = () >. 4l "tl Total Total e CO s.. ci,'" .... "Cl ,.; S.. .a> 0 : ,.; ,,-1 ro ., 'Cl C) al 
' S.. fil ::s tt'I +l e s:: o S.. E ro ( r-1 E S:: s:: s:: tt'I S.. 

al ci: .-= S.. al ci, ::, 0 m 0 CO , ,,-1 'Cl o 0 1) < C, • ! î . ri. 00 r:;i .f:z..l'a.P. ::t: :3: ci: t::,:. < c:., ::E i...:i 

1 6 7 ' 7 8 5 8 l 
8 8 8 6C Bo Male ' -

1 
1 ! ...... . _, . 

!(7.5) (8.75)1 (8.75) (10) (6.25 (10) (0) (lo)· (10)' · (10) (81.2~; ! 

Fer.-:ale 2 l ; 1 - 3 - ~ / - . \ - - 1 C: (lOO) 
(2.5) (1.25). (1.25) (0) (3.75) (p) (10) (0) l (0) (C) (18.~~: 

! ! 

l 2 , 1 1 3 4 5 1 6 2; 
(lo25) ·c205); (lo ) (0) ((3.75) (5) (6.?.5) (0) '(1.25) (7.5) (28.-::: 80 20-39 

7 7 7 . 3 3 3, 7 5 --=·2:-----.5~2=------.(,...l-OO_,)_ 

40-59 (8.,75) <7-5) (8.75) <8075);(3.75) 0.15) (3.,75) cs.75) ·. (6.2;)· c2.s) <65: _.....;...; ____ .....___ ....... _.;-'---,;...;;__.;.._.,_.;__..;......,,l,---'+-', -'--_-----.....--,-1"-'---------'-'"-'---~ . ..,,.l.,;_;. __ 2 _____ ._--,-__ --:::5--------

60 & above (0) (0) (0) (L,~5)! (0) (1.,25) (0) (1.25) (2.5) (C) (6.2;' 

1 2 2 l 9 
Single 

3 
(3. 75) (1. 25) (0) (0) :( 2., 5) (2o5) (0) (0) (1.25) (C) (11.2!:: 80 

1:2rried 5 7 
(8.75) 

8 
(10) 

8 
(10) 

6 
(7 .. 5) 

6 8 7 7----7=1 _____ (_1_0_0_)_ 

( 6. ) (7.5) (10) (10) (3.7:; (C) (88.-~: ------------2 3 l 15 .. 
;:one (0) (0) (0) (2.5) (5) (3.'75) (2.75) (0) (18.:: 

3 .1 2 1 5 5 ~-2----'"'="2=7--------
80 

Prirr.ary (3o?5 (0) (1.25) (5) (5) (2.5) (1.,25) (6.25) (6.25) (2.5) (33-7:: (100) 
---..a.----'--::'.2-----r'---.....,5=--------------,---2~--.....-,3,,.;;-;.----...,3.,-.-----~--------2--"-- 5 ------,.2.;...-------_;._--'-

S eco ndary (2.,5) (7.5) (6.25) (0) (2o5) (3 .. 75) (3.75) (0) (2.5)_ (6.2~) (35.C('' 
Post 3 2 2 - 1 l - - 1 10 

Seconàary ;0-75) ,(2.5) {2.5) (0) (1.25) (1.25) (O) (0) (2.:25 (1-2.; 
·. ; l : - 2 1 2 - 2 4 2 - 14 

Less than 101(1.25) ;(O) (2.,5) (1.25) (lo25): (0) (2.5) (5) (2.25) (C) (17.;~ 80 
--~--'""',------,..;......j--:3-'----=-:,2~---~-:5~...:...,,.,~5.....;;.;~ .... I _!,.;;-,,.7--~..:.3.;..:..----.:.:;:.4-=-------!.-4'j--:-·--·-----,-::-l--------.i;,-,4,........--r-----
-l_l_-_20 __ --+-I --:0::----+l (~3,_.•.:...:75:;..:);.._.;.(,-2 • ...::.5-=-)~(:...-6-=-. 2...;;;5...:..)_, ~(b:-._2.::;..5.:...) i,...; ...:..(8~0~7..::;..5.:.-.) ~(.::..,3•::...:7~5..:..) ___ (=5-=-) __ _,.;(5=-')_, (_J._.,.....2..;:...·5-'-)-.....:(_!+2_. __ ;_; _ _,,_.. __ (l_O_O __ ) _ 

1

1· 7 1 5 4 2 ; l 
1 

1 3 2 7 32 
::ore than 20(8.75) 

1
(6.25) (5) (2.5) · (1.25) ! (1.25) (3.75) (0) (2.5) (3.75) (40) 

••• •• 
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4.2 ·Anmt.al Income of Res~ondents 

The respondents 13.ources of income ine:luded fa:rm. · 

and none f arm which made up the anmt.a1 income as shown 

in table 2o. 

· Table 2 shows that about 9% of the· farmers. had 

farm income of below :N1000.oo. About 53% which. 

oonstitùted the majority of the farmers had fann· incomes 

between if1 1000.00 ani iî2999.00 .. Also 26.25% had between 

B3000 oOO am. ,}iT4999 .00 while those ranging from, B5000 .oo 
and above were 11.25%. 

For the none-f arm incomes 6. 25% of the respondenee 

had less than :N1000 .oo while about 22. 5% had between 

w1000.oo and w2999.oo. About 52.5% had between 113000.00 

and ,}iT4999 .oo. The none-farm incanes indie.ated · b,y the 

respondents are from trading 58% artisans 31% and civil 

service 9%. 

· In general only 1 .25~~ had less than ~lOOO .oo as 

total anmt.al income, while about 8 o 7 5% had bet ween 

B1000 o.00 ani B29 99 •. 00. Others were 55% who indicated 

betw:een :lî300Ô .oo and :1l49 99 • .oo and 3 5% had li~OO .oo 

and above .. 

i 
· l 
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Table 2: .Per~entage Distribution o:f Res:e_onients 
A,ccording to their Farm, None-faI]l and 
Annual Inc2m·~ 

one- arm Total 

Income 
Range (N) 

Farm Income 

Fre­
quency % que ncy 10 equency 1o 

Inconi:e ount. r.-n me 
Fr;:d_- cr1.. Fr - 111. 

:,,-----t:---+-- --"'------~----

00-499 

500-999 

' 1 ·1'1.25 1 1.25ll i, 

' 6 11.5 ' 4 5 1 1 ' 1025 
} 1 ' 1 ' 

99 

99 

1000-1999 

2000-2999 

3000-3999 

4000-49 

5000-59 

(,()OO am 

Total 

above 

-

11 .25 l 1 

9 26 ' 32. 5 I 29 

' 7 5 6.25 1 5 1 8.751 t 
12.sf 

1 

2 2.5 1 16 13 t 
t 100J_ -

80 100 00 80 1 

125 {31.251 6 7.5 3 i 
1 1 8 l 22 0 5 l 1 2 15 l 4 t 
/ 12 115.00\ 16 a, ! 15 1 

4~3 ïh!! Farmers' Farm Sizes. 

A total o:f 203 .32 ha of farm 1am was put into use 

5 

1·a. 75 

36. 25 ' 

18.75 

16.·25 

1·00 

by the informal loan beneficiaries - with a mean o:f 2.65ha 

per respondent during the 1990/91 cropping season. T.his 

result agreed_ wi th the findings of Mellor ( 1966), Nwoke 

(1.986) and Diehl (1982). They imependentlyreported 

farm size range of O .4-2. 5 ha among ·anall holder farmers, 

in Southern Nigeria. 
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Table ~: Distribution of Res__yondents According . 
to farm Sizes LUring..1!12 Survey Period 

Farm: 3-ize Number of Percentage( %) Range(ha) Respondents. 

0 o-1 - 1.0 7' s.75 

1 .1 - 2.0 22 27.5 

2 ... 1 - 3.0 26 32.5 

3 .1 4.0 12. 1 5.00 

4.1 - 5.0 9 11. 25 

501 - 6.0 4 5 --
Total 80 100 

Sane Field data 1991 

Fro:rm table 3 we could deduce that most of the farmere.. 

farmed. on fa.rm s:ize range of between 1ha - 3.0ha. (60%) •. 

This would net only encourage then to invest but would 

induce better enterprise combinations am hence be in 

position to offset whatever debt incurred during 

prod uct iono-

4 .4 Nature of Fa:rming Activities. 

Table.4 shows the types of farming practiced by 

the respondents in the studied a.rea. 
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Table 4: Distribution of the Farmers According 
to Their Types of Farming. 

Type of Fanning No % -
Mixed Farming 35 43 .75: 

Food Crops Farm ing only 29 36.25 

Food and tree Crops Farming 1 6 20.00 

Total 80 roo.oo 
Source Field data 1991 

-

Mixed farming 43. 75% is more common in the area,. 

According to the respondents, some keep goats, pige, 

sheep and eattle ( west African dwarf) while others have 

backyard poultry at suhsistence level and these practices 

help a lot. Farmers sell these animals during farmi:ng 

S;eaSon and IDOI:l8Y realised is used to h:ire labour,, buy 

se .. edlings and other inputso. Also manure c.ollected are 

used as subsistitute to compound fertilizer. N·ext iS 

food crops farming 36 .25% which the farmers admit"ted 

n.elp in feeding the faroily while 20% engage in food and 

tree crops: •. 

4o.5 Farm.ers Reasons for not Borrowing From Inf'ormal 
Fin9.ncial Organisation~ 

Only _8 respondents or 10% of the 80 respondents 

ind. iœted that they had· no Ioans. from1 the informel. 

organisations within the period urrler study.. Table 5 shows: 
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reaaons admitted for not borrowingo Multiple reasons 

were given for not benefitt:ing from sucm loans .• 

About 63% of the 8 non-beneficiaries. imiœ.ted that they 

had no need for the loan. Others i:m.cluding ~% coneidered 

the amount. too small for their needs and 37 .5% im iœted 

f ear of misuse, About 25% each gave reasona Qf af'raid ef 

crop failure and high interest rate·s while 12.5% each 

represented farmers who had no willing lenier and did not 

belong to any lending organisationo 

Table 2! Distribution of Respondents According t.o 
their Reasons for not Borrowing ·trom th~ 
Informal Organisations 

Reasons ! Freauencv % --
( 1 ) No need for the loan 

1 
5 62.5 

( 2) Fear o:f Misuse 3 37.5 

(3) Afraid o;f Crop Failure 2 25 

( 4) 'High Interest Rates 2 25 

( 5) No lender was willing 1 12. 5 

( 6) Not a member of any informal 
or ganis at ion. 1 12.5 

(7) .Amount is too anall for any 
business 4 ~ 

*Multiple responses were recorded o 

Source - . Field· data 1 991. 
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4.6 Coniitions Fulfilled Before Obtaining Loans 
From Informal F inancial Organis~io.n. 

As presented in table 6 below, 22.2%.provided coJJ..aterals 

before they were granted loans. Such collaterals indici:ated by 

the fanners included, tree crops, fann implements, household 

and electrical appliances, and land. Others are 55.6% who 

indica ted prov id ing guarantors. only, 1 • 4% irrl ieated oath 

taking. Acaording to the respondent, he was asked to collec1t 

the money from a shrine, after appealing to the oracle as 

directed by the Chief pr iest. However,. 20 o.8% had their loans 

based on goodwill. 

For those who in:luced the officers either by gift in cash 

or ki:nd before loans were granted to them none gave anything, 

thus 100% affered nothing t o obtain loans. 

On feasibility studies as condition for obtaining loans, 

5.6% indiaated they presented, while the majority 94•4% did 

not present any. The feasibility studies were required where 

the borrower's allocation of loan was based on hiS/her need. 

Such included the things the borrower wanted to buy, the cost: 

and what he/she expected to realiseo For ex:ample a man who 

borrowed from his age grade to produce soya beans waa. askedl 

by the officers to present how possible he could grow it in 

their area. This was because they were in doubt whether he 

could get money to pély ba.ck the loan collected ·both in cash . O: 

and kind. 
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Table 6: 
66 

Distribution of Borrovers according to Conditions Fultilled 
Before Obtaining Loane 

Provided inducement of officers Provided Feasibility studies 

Provided Collaterials 

Provided guarantors 

Oath taking 

Others ( goodwiU:) 

Total 

Yes 

Frequency 

16 

4o 

l 

15 

72* 

NO 

% . Frequency 

22 .. 2 

1.4 

20.8 

100 

1 ... 

0 0 

Frequenc;r . % 

16 22.2 

4o 

1 

15 

72* 

55.6 

1.4 

20.8 

100 

Frequency 

... 

3 

1 

4 

Source: Field Survey 1991. 

IVV -----~-------------·--'---..:..::..:... ____ ~ I~'. 
! .. } , 1 
li 

Yes 

1.4 

No 

Fre,quency 

16 

37 

1 

14 

% 

51.4 

1.4 

19.4 

94.4 
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4.7 Time Taken for Obtaining Loan by th§....Earmer!_ 

The le?\gth of t.ime spent between the date of; 

· aPPlication an:l disbursement of loa.n in important to a 

fariner. This is because farmers demairl the loans for 

specific useso In table 7, 69.4% of the respondents 

spent betw.een 1 day an:l 7 days, 5. 6% spent between 8 day:s · 

and 14 days (2 weeks). Other categories are 2.8% whièh 

spent 15 to 21 days (3 w.eeks) while 22.2% spent 22 to 

28 days (4 weeks). Most respoirlents fall into the 

1 - 7 days. lending period because of the time of their 

meetings~ They hold their meeting either weekly or 

four market days or even those who hold their monthly 

normally ask: loan beneficiaries to meet the treasurer · 

at his spare time to collect the money ... 

Table 7: Distribution of Far:mer Aceording to. 
Time they Spent to Obtain L:iag§. 

Time (days) Frequency % 

1 - 7 50 69.4 

8 14 4 5.6 

15- 21 2 2.8 

22- 28 16 

1 

22.2 

Total 72 t00 -- ----
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Table 8: Months of the Year wans ~ Mad§. 
ard were due 1@.Q.ng__j;_4e_ Informa!._ 
Orga.Qi§,.a~ions. 

Time % of wan No o-.f 1 % of 
Year 

~r::-:; wans 
Made E2.ch Made :&:!. ch Loanë, Dle Ioans due 

Period Period Rl.ch Period each period 

Jan-Feb 11 15. 3 5 6.9 

Mar-Apr 23 31.9 ·1 10 r3.·9 

May-June 10 13.9 7 9.7 

July-Aug. 14 19.4 9 1:2.5 

Sept-Oct. r2 1 6. 7 8 11 .1 

Nov.-Dec. 2 2 .. 8 __ L --
2 00 0 2 ·o 

Source: Field Survey, 1 991 • 

About 61 % of the loans were received during the months. 

of January to June which correspom with the cropping 
' 

season in the study area.. As expected too,, the "duei•! dates:· 

for 57% of the loans came after the peak harvest period 

of September to December when cash is availab~e f'rcom s;alea., 

of most crops .. 

Repayme·nt of the ent ire loan along wi th the interest 

when the loan is due was provided for in 60 loans 

or 83.3% of the total while in 12 others, interest payments; 

on loans were collected at different times .. 
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4.8 Cl&Ssification of According to the 
'.Üypes of Loan Obtained. 

Table 9 shows that 70 farmers (97.2%) of the 

res.pondents have short term: loans whîle 2.8% indi~te 

medium. term and none has above 5 ye ara. This may 

imiaate that. most borrowers use the l·oan for projects. 

that have life span of 1 - 2 yearso This has. its 

implication in both agriculture ani the f'armers. income. 

For instance, the none involvement of' the farmera in 

tree crop production would lead to decrease in the 

production. of sucm cash crops as oil palm. cocoa,. 

rubber etc. that are essentià.l for industrial development. 

Table 9: Distribution of Farmers Accord ing to 
the Terms. of Loans Obtained 

Type of Loan Frequency 

Short term ( 1 - 2 years) 70 

Medium term ( 2 - .s? 2 

Long term (above 5) -
Total 72 

Source: Field data 1 991. 

4.c.9 Distribution of Organizations Surveyec'L 
According to Their Interest Rate Ranges. 

" 
97.2 

2.8 

-
1!00 

,,;'r 

Seventy percent of the informal organ~ationà studied 

charge interest rate of between 1% and 10%. 'rhis rate 1a 

CODESRIA
-LI

BRARY



,, 
f. 

·,, 
j 
'/ 

',;j' 

70 

not only cheap, but. it ia al.se assumed to b.e within· 

the rea.ch o:f most memberso Yet borrowers do not 

repay in time am this tend to af:fect the operatiôns ·· 

of the organisations. 

' Table 10: Show~. the Interest Rates Char.g:es of 

1: 

5 .. 1 

10 .1 

1 5.1 

-

-

the Organizations According to 
Interest. Rapges. 

er month Fr 

5 3 

10 4 

1 5 2 

and above 1 

Total ·.o 

4 .. 10 Borrower's Views About the Varü:m.~ 
~1.terest Rate 

30 

40 

20 

10 

00 

Table 11 shows the borrowers views as they f'eel 

about the interest rates. This is important in the 

study area be cause borrowers pref erred to pay less 

interest. Most of the resporxients 54% considered -the 

interest rate cha;rged as moderate. · These are farmera who. 

obtain loans from, the organization they bel.o.ng. Hovever 

borrowers from.money land.ers considered their chargea 

very high as w.ell as those who obtained loans fronn 

organizations other than theirs. 
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Table 11: 

7t 

Shows the Respondents Accordi;np:· t-o 
the Intere·st Charged by the I.endil]& 
Institutim 

Farmers, Response Frequency 

V-ery High 10 

High 17 

Moderate 39 

Low 6 

T'ot::-iJ 72 

Source:. Field data 1 991. 

4 .. 11 Purposes of' Borrowing 

% 

13.9 

23.6 

54.2 

a.3 

100 

Farmers who borrowed from the informal lending 

organizations used credit for a wide range of farm1 aDi 

no~farm purposes as shown in table 12. The uses to 

which these loans are put might have contributed to the .. , 

level of repayment among the borrowers. 

About 35% used the loan in paying for hired labour 

ard this constituted the largest single use of œredit 

jUdged by the number· of borrowers, using c:redit lror~:t-Yfe, 

pu~pose. ·The amount of funds respondents used for 

this purpose is also an indication of farmers} prior1tt1.es 

for the use of such loans. This proportion of credit 

used for labou'r related purposes is attributed to labour 

shortage which éould have resulted from widespread 

' '. 
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expansion of labour intensive food crop production. 

Also movement of able-bodied men and women affect; 

labour availability in the study area. 

Other farm uses of credit were for the purchase of 

fertilizer and seeds which constituted s.4~; of the t.ota1 

responses. Altogether, a total of 31 borrowers or 43.1 % of all 

loans were used for agricultural purposes, while the remaining · 

which constituted the major ity was. used for other· .non-farm 
'· 

purposes. 

It follows therefore, from the above that these 

informal lending organisations fill the gap created 

by the insuff iciency or outright non-existence in soma cases:• 

of formal financial institutions~ 

Table ·12: Distribution of Respondents who Borrowed 
from Informal Fi}bancial Organi~ations for 
Different :Fiirposeso 

Total. Item/Use Frequency Responsef~ 
H:ire Labours 25 34.7 
Eu.ying Fertilizers and Seeds 6- 8.4. 
Pay Sc ho ol Fe es 1 1 f5.3 ·' 

Trade 5 6.9 
Settlement ·of Medical bill 7 9. 7' 
Build/repairs houses 1 1. 4, 
Social Obligations 10 13.9 
Purchase of houlshold goods 4 5 •. 6 
settlement of p!:§.Vious debt '3 ~.J. 

' Total 72 1:00 
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4.12 Borrowers Performance ar.d Produce Utilization 

Assertaining pe~formances in terms of production·and 

income became necessary b.eœ.use they can determine whether 

the borrower can repay the loan or not. About 51.4% 

constituting the majority imicated good production and 65% 

imiœ.ted having recèived higher income. However, 5.'5% 

imicated that they had excellent production while 8.4% 

iui ica.ted low production. The se performances. must. have 

resulted from the borrower' s external environnent such as. 

weather, cost of labour and management abilit 1es.;~ For the 

borrowers who had excellent performence 75% had higher 

:i:ncomes. 

Table l 3.i. Distributio11.._9f B-2!:!:Qwers According t.Q. 
their Production and Income Performance 

-
I ncome_m.!Qrmanee :roduc~ ioÎ Performa~ee 

. • /C· Hi2her No Charuze LoW1 r 
Response Freq. % Freq % Freq. % . Freq·. % -
Excellent 4 5.5 3 75 r 25 - -
Good 37 51 o-4 23 62.1 13 35.1 1 2.T: 

Fair -21 34o7 6 22.2 20 74 1 3.71 

Poor 4 - 8.4 - - - - .4 1:00 

Total 72 100 32 44.5 34 47..2: 6 a. ":5 

S·ou.rce: F1eld Survey 1 991 • 
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The farmers had .various uses into which they put. 

their products.. In table 14 are the uses iniiœated by 

then. The importance of this utilization is to know 

wliether the farmers realized enough income for the 

repayment of the loan. About 88.9% or 64 respondenta 

accepted that they consumed part as food~ while 80. 6% or 

58 ~espondents said they sold part to get some money. 

Others included 65.3% who stored for future use and 34.7 

who were generous am gave out some as gifts to friands and 

relatives o Only 12o5% accepted they sold all they produœd 

to get money while 609% indicated they conaumed all produc·éd· · 

as food in the family. Farmers who indicated they sold âl.l · 

to get money were those who sold their crops in land before 

harvesting. 

Distribution of Respondents According 
to Produce Utilization. 

Utilization Method *Freauency 

Consumed 

Consumed 

Sold all 

Sold part 

Gave some 

Store for 

aJ.l as food 5 

part as food 64 

9 

58 

out as gift 25 

Future use 4T 

*Multiple responses were recorded .• 

Source: Field data 1991. 

*% 

6.9 

88.9 

12. 5 

S> .• 6 

34.7 

65.3 

CODESRIA
-LI

BRARY



,\ 

·' 

75 

Table 14 indicates that most of the respondents 

have consumpt ion and commercial mot ives of production 

though the formrer tends to domi:mte. This situation not only 

affects their repayment ability,. but also affects their 

1 iv ing standards • 

Concepts of Borrowers on Re payment 
Arrangeme~t. 

Table 1' 5 shows the farmers feelings about the 

repayment arrangement which about 9.7% considered e~cellent 

while 45~8% considered good. Borrowers who indicated the 

repayment. arrangement above were members of the organisations. 

They benefit both by o btaining loan andi. Sb.are of· the,.' til~reâ:t 

that accrued to the organization~ ~es:e:Yœtegories who 

considered them fair and poor borrowed :from money lend.ers 

am. the institution which they are not members. Further 

more their loans were due for repayment when their for!ir 

produce were not ready for harvest and subsequ.ent a.ales:. 

Table 12_: Distribution of Farmers Views on . 
Repayment .Arrapgementso 

Farmers Response Frequency % -
Excellent 7 9.7 

Good 33 45.a· 

Fair 17 23.4 

Poor 15 20.8 

T c:t.sl · 72 1;00 
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4.14 Loan Distribution and Repayment Level 
Among the Informal Lenderso 

Tab_l.e 1'6' shows number of the loan beneficiaries, 

the amount given a~ the repayment level in the ten 

informal lerrl ing organisations surveyed •- Also in· 

the table are the percentages for total loan given 

by each organisation and the average amount per 

borrower,. from 1 987 to 1990. The :number of bene:ficiaries 

ranged between 61 farmers· from town union that had the 

least and 223 farmers from. social clubs that had the 

largest numbero. A grand total of 1166 farmers 

benefited from the institutions within the period 

reviewed. 

On the average amount granted per borrower, 

the Money Isnder had the highest of about 5733 and 

Christmas Furrl had N364 •. 3 while Men• s Family Meeting 

and ( isusu) Thrift Group had as low as if95.5 am 
:N"130 •. 3 respectively. 

ot4ers were the recovery rates recorded by 

the various institutions. Town Union recorded the 

hjghest of about 9 5.8%, Money Lem.ers, Christmas 
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Fund and Men' s Faroily Meeting had 93 .?o;~, 92.3% 

and 90.3% respectively. However,, the Village 

Administration Constitution otherw ise called the 

Community Development Committee (C:.DC) and Age Grade 

had 68.5% and 76.S<Jlo respectively. Even though these 

institut ions were seen to have had d ifferent 

recovery measures, what mattered most was the 

seriousness of the mernber in im.plementing them .. 

Those who had low recovery claimed that the officials 

did not invoke the constitution as at when required. 
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Table 16: Loan DiSt-ribution am Repa.;yment of Inf ormal Lem.ers From 1987 to 1990 

--
.. 
. ' 

Il'lformaJ/ Lending Organisà.t ion 

---:...., 

Men' s Family Meeting 

lsusu/T1*'ift Group 
~ 

Christmâs Funi 
;:.-:::, 

Fàrmers 'Association _, 
··:s, 

Town Union 

Social Club 

M 

V 

a.rried Women Association· 
_ .. ' 

illage :-:idmihiStra.tion Constitu-.. ~ion 
,_ 

-

Age Grade 

M oney J4'bd er --

Grarrl Total -- -

Total Total AJilount Perce~ 
Number of o:f Loan tage of 
Loan Given Disburs ed ( !!î) Total 

Loan(%). 

-~-- ... J • ...._._ 

, 212. 20,240 7 .14 
l • 

l 145 18,890 6.66 

106 38620 13.62 

\ 
84 17960 6.33 

1 
61 13710 4.83 

223 58364 20.58 

67 10255 3. 61 

1 01 14722 5.19 

75 23450 8.27 

92 · 167435 . 123. 77 

l!166 100 283646 -
Source: Field data 1991. 

- - -

' 
1 ; 

! ·~(;~~·; 

Average Total 
am.ount I Junoung of 

per Loan Die 
borrowex for repay 

(li) (~, 
<4. --...-------
95. 5 173© 

130.3 16400 

364.3 t 32751! 

213.s 15200 

224.8 12330 

261.1 15189 5 

152 19249 

145.8 l 10842 

312.7 17437 

733 60215 

263.39 243679 

• 
Total 
amount 
Lean 
repaid 

-
15680 

r4084 

30235 

12440 

11805 

45388 · 

' 
8272 

7431 

13396 

56445 -
21 5176 ---

t 

Repa.y­
·ment 
level(%) 

90.3 

85.9 

92.3 

a1.s 

1 95. 8 

87.46 

89.4 

68. 5 

76.8 

93.7 

86.1 
CODESRIA

-LI
BRARY



79 

4.15, Loan Repa.yment 

ftesented in table 17 is the loan repayment 

performance of the respondents. About 8.3% of the 

loan beneficiaries did not repay their loana at all,. 

23.6% made partial reJ?ayment while the majority of 

68.1 % had full repayme nt. 

Table 11: Distribution of Borrovrers Accoril'lJi!: to 
;t.heir Level of Repayment. 

' Repayment Frequency " Level 

Zero repayment 6 803 

Partial repayment 17 23.6 

Full repà yment 49 68.1 -
Totâl 72 100.00: 

Source : Field Suzy ey 1 991 • 

-

A further investigations for reasons why there were 

variations in repayment revealed as. follows: 

4.r5 •. 1 Reasons for Full Repaymeni_. 

Of the 49 respondents that fully repaid their loans~,,. 

34o7% {17) ,· repi id to e:rable them obtain another 

loan,, 20.,,4% indieated fear of being called debtor, and 

18.4% indicated did not want to face any flll'bar-ament.. 

Others represening 12.2% wante.d to maintain their social 

status, 8.2~6 felt it was due for repaJDDent while 6 •. 1% 

iniicated that they loaned out the money to other people 
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and collected at maturity ar:d used same to repay to the 

parent lender. 

Table 1'8: Represents • Reasons by Borrowers 
for their Full Jlepayment. 

Rea.sons. l Frequency 

To enable me obtain another loan 117 

I Fear being called a debtor 10 
' . .. 

I did not want to face any · !l'llbttrass--
ment 9 

To maintain my social status. 6 

I felt it was due f_or repay. 4 

I reloaned it to another person and 
collected at maturity to repay. 3 

'· 

Total !2 

4.15.2 Reasons for Zero/Partial Repayment. 

% ,.,,,.,.,,.,,,, 

34,.7· 

-20.4 

11a.4 
12.2 

8.2 

6.1 

]·00 .00 

According to the borrowers 39.1% (9) accepted that: 

their reason was because of financial problems in the 

family, 21 .8% ( 5) said production failure due to weather, 

pes.t, disease and poor storage and r7.4% (4) .irrlicatèd they 

had poor market resulting from low priee. Also 13% (3) 

irrlic:1:ited poor disbursement and ~epayment arrangement while 

8.7% (2) indicated they had no ffi:ajor reason except tha.t.th,ey>· .. 

belong to the organisation arrl therefore could take the 

CODESRIA
-LI

BRARY



·loan as. their own share of the money. These result 

to arrears of loans thereby hindering the o.peratïons; 

of the organizat ion. 

Table 19: Gave for· 

Reasons Frenuencv ~ _____ _;.;:;.;;;.;;==------------....::.;;..~==-.a-----,.-
(a) F irti.ncial problem in the family 

(b) Production failure due to 
weather, pest disease and poor 
storage. 

(c) Poar market resulting from low 
Price. 

(d) Poor disbursement and repayment 
Arrangement 

-(e) No reasons but regard the loan as 
my share of the organization which 
I belong. 

9 

5 

4 

3 13 

2 8.7 

_______ T __ o __ t __ aJ....__ ____________ --:...---:2:..'3"'------=-·_.1..::'00~,:.=0~0-

4.16 Methods of Financing am Repayment Level 

There were different kindS Of loans obtained by 

the borrowers as presented in table 20 •. These methods 

had no s ignif icant effe et on the repayment levels of the 

loans obtained. Of the 75% who obtained their loans in 

cash 87% had repaid, and 13% had not repaid. How:ever, 

2.8% who obtained loan in kind 50% had repaid am ~% 

did not repay while out of 22.2% obtained loans both ·in/~, 
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caSh and kind, out of which 87 o 5% had repaid arrl 1 2. 5% 

had not repaid. These showed that farmers. divert their 

loans to other unproductive uses and sell out loans 

obtained in kind as believed by many people. 

Table 20: Dis tribut ion of Barrowers Accord ing to 
the Kind of Loan Obtained and Repayment Level 

K 
1 

inds <Qf 
. (i) 2.D.. ~ni,t:::-~ Jl)l11il?" 

Cash 

Kind 

Cash/Kind 

Total 

1 

Repayment. Level 

Yes No 

. Frequency oi ;o Frequ~ncy % li'requency 

54 75 47 87 7 

2.· 2 .. 8 1 80 r 
1 6 22.2 14 87 .5 2 -
72 100 62 86.1 10 

Source : F ie ld Surv ey 1 991 

4 .17 Recovery J\1easures BhlPloyed by the Lending 
I ns t it ut ions : 

% 

1 3 

:() 

1 2 .5 

1 -:s. q 

Despite all the strict measures and sanct,ions imposed 

by lenders, many borrowers st ill defaulted. Sorne of thes e 

measures s eemed to be more effective than ot hers .while some 

were employed at extreme cases where the defaulter prolonged 

his indebtedness. 

Presented in table 2'1 are such measure, adopted by the 

surveyed organisations.. About 80% of the lenders aSk 

guarantors to pay 1::ack 70%, 60% and 30% inpound propertiès, 

chare;e double inter est and take over the collateraJ_ respect ively .. 
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Also, 10~{ indicated that such defa0;l ters were sued to 

the Igwes. These measures applied to both members and 

none-members of the organisations. Moreover, these 

measures were im~lemented art. various stages as d iscovered 

duri11g the studies.. However,, for the money len:ler who 

claimed he had no t :irae, accepted that his only: measure 

was taking over the collateral offered, which ranged from, 

household properties,. important documents, tree crops, 

~and and machines. 

Table gi_: Distribution of Recoveri Mea_§__qre~ 
In:formal Lenders. 

_l'i.Cj .. Pe. \!.1:S:: s Freauencv 

Ask guarantor to pay 8 

Sieze properties 7 

Charge d ou bl e interest 6 

Takeover the collateral offered 3 

Sue to I2::we' s Cabinent 1 

Source: Field Survey 1991. 

*Multiple responses were recorded. 

*% 

80 

70 

60 

30 

10 
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4.18 [ru;:mer' s Views on Factors Associated 
with Lo.an Default 

Table 22 is a comparative analysis of farmers •· 

level of agreement over various factors tbat contribµte 

to loan delinquencies .. The majority of the fanners 

represent ing 867b agreed that they should be no tif ied when 

the loan was dueo. Fifty eie;ht percent ind icated poor 

storar;e and 75~1~ short duration of loan as. responsible for 

low productivities. and hence loan delinquencies. Others 

who agreed were about 73 .61l both family fina'ncial problems 

and poor farm incarne, 62.5% h:igh interest rate especially 

among those who borrowed from money lerrlersr 68% poor 

savings and 90.2~b subsistence production. 

On the other hand, some 90% disagreed that why 

they d id not repay is because it was not necessary or 

be cause they belonged to the institut ions. Others who 

disagreed were 58.37'f, 88.9%,. 87 .5% and 5506%, that repa.id 

when they had money, institution did not demand it, no 

action was taken agai:nst earlier defaul ters and collaterals 

can re pay respect ively o 

Therefore the failure of the farmers to repay their 

loans may be attributed to so many factors both internal 

and external, that act coll ect ively to prevent such 

repayment .. 
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'I'able 22: Farrners' Views on Factors 
Kssociated with Default -

Factors Associated with 
Default. Agree 

Not Necessary 4 ( 5. 6) 

I repaid whe n I had money 22 (70. 6) 

Institution had no-t demanded it 6 ( 8.3) 

I should be notified whendue 62 ( 86 •. 1 

Lenders should accept farm 
(41 • 7) produce 30 

No action on earlier defaulters 3 ( 4.2) 

I be long t o the institut ion 4 ( 5 06) 

Nation disaster (disease) 18 ( 25) 

Stealing in the farm 1 6 ( 22. 2) 

Family financial problems 53 (73.6) 

Poor Storage 42 ( 58 .3) 

Late rece ipt of loan 32 (44.4) 

Short duration of loan 54 ( 7 5) 

Poor farm income 53 (73 •. 6) 

High interest rates 45 (62.5) 

Poor Savings 49 ( 68) 

The collateral can repay 5 ( 6.9) 

Used the loan outside farming 34 ( 4 7 o.2) 

Subsistence Production. 65 ( 90 .2) 

Neither 
Agree no 
DiSa,gree 

3 (4o2) 

8 (11.1) 

2 (2 .. 8) 

4 ( 4. 6) 

18 (2-5) 

6 (8 .3). 

3 (4 .. 2) 

2T (37.5) 

20 ( 27 .. 8) 

1 2 (16.7)· 

20 ( 27 .8.) 

18 (2 5) 

10 ( 13 o9) 

11 (15.3) 

1 ( 1 • 4) . 
1 6 (22.2) 

27 ( J7. 5),. 

1 2 (16.7) 

1 (t.4) 

Disagree 

68 

42 

64 

6 

24 

( 90 .2 

(58.3 

(88.9 

(803) 

(33 0 3 

) 

) 

) 

63 ( 87. 5 

) 

). 

) 

) 

65 

21 

36 

7 

10 

22 

8 

8 

26 

(90 .2 

(37.5 

( 80) 

(9 a,7) 

( 13 o9 

(3006 

( 11 .1 

) 

) 

) 

(11.1) 

(36.1) 

7 (9.7)· 

40 (55.6). 
--

26 (36 .. r} 

6 (8.3),: 
--- ........ $9 
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CHAPrER F IVE 

SUMMARY, RECOMMENDATIONS AND CONCWSION 

5.1 SU1I1Illary And Conclusion 

The consistent failure of farmers to·repay the 

loans obtained from informal financial institutions create 

problems both for the borrowers and the inf ormal lenders o 

As a result of thiS,, there is the need to investigate the 

causes of such problem loans, hence the study of the 

"Factors. Affecting Default Rates in the Imormal Financial 

Institut ions in Nsulcka Agricultural ione ". 

The study looked into the follow ing obje et ives; 

namely to: 

( 1) examine the types of organizations and their 

operations in the study area; 

(2) investigate the conditions as reciuired by the 

informal lenders before approving loans; 

( 3) investi.gate the various' factors. affecting loan 

default and also determine the default rates> 

(4) assess how the method of financing influence 

borrowing and repayment of loan and ascertain the 

recovery measures employed by the institut·ions; 

( 5) make re commendat ions based on the firrl ings. 
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In order to achieve the stated objectives,. data 

were collected from both pr:imary and secorrlary s ourees .. 

The primary sources included the two sets of questionna :Ires 

administered to the farmers and the organizations in the 

area of study. While the secondary sources. were from the 

organization' s record books and publications., To achieve 

a better result these questionnaires were administered 

through personal contact with the persans conc·erned. 

This approach was useful as more information were given 

by the farmers. 

To analyse the data collected in the Field, 

descriptive statistics and Chi-square were used. 

A total of 80 respondents were sampled at rand.am 

among the Farmers for this study. The ages of the farmers­

were between 20 and 69 years. About 89% of the respondents 

were qJ.HTr:Jl.ied:. while 11 "25% were si~gle.. For the educational 

attairnnerit,. 18075~~ never had any formal edudition and the 

remaining 81 025~0 had formal education betwieen primary and 

post secondary institutions. Also about 17.5% had less 

than 10 years farming experience while 82.,5% had above 

ten years. 

The respondents had two major sources of incarne 

which includ.ed f'a:tma and none-farm incarne. The non-fann 
. J 

incarnes were mainly from trading and civil service j,obs .. 
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For the farmers, they were all small scale holder 

farmers with their average farm sizes of 2.5 hectares. 

Mixed farming is predominant in the area with 43075% 

of the total respondents and the rest in food and tree 

· crops .• 

Eight ( 10%) of the respondents had no loans out of 

which maJority 62.,5% of the members gave the ir reasons 

that they had no need for the loans while the rest gave 

various reasons such as fear of misusing the money. 

The informal financial organizations are organised 

in line .with the pattern of income streams of the .. savers 8 • 

More .the names are given ac~ording to the purpose they serve. 

The meetings are held either weekly, monthly or in four 

market d ays .• 

Of all the informal financial organizations surveyed 

the type which is organised in such a way that a respected 

,j and trustworthy member keeps contribution from all member 

was fourrl to be very common among the farmers. These 

l 
J 
i 

l 
! 
·.l 

1 

monies are left in the custody of the chosen honest, person 

until the agreed t ime when the amount.s are d istributed to 

individuals accord ing to how they were agreed on the sharing 

arrangement or used for'other purposes, as may be wished by 

members... Most of them are open to any person who w.i.shes to 
'., 
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Join except few who are stratif ied based on blocxl 

relationship, sex ar:d aee. The services re:ndered are 

almost similar ranging from encouragemen~ of saving 

down to extend ing cred it to both member arrl non-members 

at interest rates. 

The performances of these informal financial 

oreanizations were found to be relatively satisfactory 

though there are some problems hirrlering their smooth 

ope~ations. Sorne of the farmers belong to many of the 

organizations and because of their poor resources find it 

difficult to meet the financial obligations of these 

organizations. However, the rotatory credit associations 

were found to be helpful in the savings mobiltzations 

efforts of members. The arrangement has immensely aided 

members (who would, otherwise, have not been able to secure 

loans from the bank) obtain the needed fu:rds for their 

various needs. 

As for the co:nditions fof getting the loans, majority 

of loans 51 .4% were through the provision of guarantors 

while 22. 2%, 19 .4% and 1 • 4% pr ovided collaterals, others 

(goodwill)and oath taking respectively. 

T ime spent in obtaining the se loans are relatively 

short as most of the loans are made on the spot demand or 

scheduled for the next meeting dayo For instance, about 
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69 .. 4~~ of the loans are made between 1 day and 7 days of 

approval. 

Also March to April has the highest number of loans 

made per month while November to December number of loans 

due for repaymento This iS attributed to ~he period when 

:f armers need loans for plant ing and later in the year when 

they sell their produce. Majority of the farmers representing 

97.2% obtain their loans on short term bases while 2$8% 

has medium term and none has long term loans. T·his showS 

that most of the loans from: inîormal sources are short 

term and for short duration projects$ 

On the interest rates, it ranged from 1 to 20% per 

month within the area.. About 70% of the organization 

gave loans at interest rate of between 1 - 1 ûc/o. The 

:f1..,.r1fl.f"OJt8, 'w.j~ew on the interest rate charged was accepted by 

majority 54.2% as moderate and 23.6% complained of high 

interest rate. Members of this organizations do not see 

the interest rate high as they participate in fixing 

it and equally benef it from the interest rate that may 

accrue from i t °' 

The purposes for which the respondents borrowed 

comprised both farm and non-f arm uses. Only 43 .. 1 % of 

the total loan was used in hiring labour and farm inputs. 

Others were used for the resporrl ents '' needs outs ide f arming, 

1 5 .. 3~~ for paying schooL fees, 13.9~~ for social obligations 
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whïch comprised burial, naming and marriage, ceremonies .. 

The remaining representing 6.9% used it for trading 

accord ing to the borrowers, to keep them bus y when the 

peak of farming season W-ls over 9 While others used it to 

sa:t:isfy other financial needs .. 

On the borrower perfoI1Ilance and produce utiliz.ation 

5.51~ perfo:rmed excellently,. out of which, 75% and. 251& 

had higher and no change of income respectively. About 

51 ,.47:, had good performance. Others representing '34.7% 

had fair prcxluction while 8.4% had poor production 

perf ormanc·es .. 

Despite the performances of the borrowers in terms 

of production am income, all of them did not utilize the 

produce properlyo About 89% eonsumed part of their 

products of food 80.67~ sold part and 65.3~/o stored some 

for future use. Other uses were 34.7%, 12.5%, '6.9% who 

gave some out as gift, sold all arrl. consumed all as food 

respectivelyo The utilization of these produce would 

go a long way to determine the repayment of the loans 

as those who sold all would have more money to repay 

their loans. 

Loan repayments were completely in cash.. About 

55% considered such ar:re.ngement good while the rest feel 

that repayment in kind may be helpfulo 
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The amount of loans given varied accord ing to 

the organization' especially many made use of their 

money only at the end of the year. Social plubs gave 

out more loans than other organization studied, for 

instance about 223 members benefited between 1;988 to 

1990 though this did. ;not imply that they gave out the 

highest amount of loan. The study however,. revealed that. 

money lender who -was the sole enterprenuer .. gave out 

the highest amount of W733 per borrower. 

Among these organiza t ions,. loan repayment lev el 

V,aried as each borrower gave reasons for either full 

repayment or zero/partial repayment.. Farmers, who had 

full repayment only did so because they considered such 

repayment primary to other financial problemso 

Method of financing agriculture among the informal 

f inancial institutions included cash 75%,. kind 2.,8% and 

oash/kind 22 .. 2'.J~o Those who had cash and ~ind loans 

were seen to have equal level of repaymento Therefore 

what matters in repayment is not method of financing but . 
borrowers willingness and ability to repay. 

Of all the recovery measures adopted by the 

organizat ions, repayment by the suretees v.a s most 

l effective (80%). The se guarantors repa.id quickly 
1 

l in order not to be associated with debt or 
t 
i 

'j any sanctions,. especially as such pena.lties meant for 
! 
·1 
.1 
l 
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1 the defaulters eq\ilally applied to the guarantors. 
i 

j The repayment level among the loan beneficiaries was 
j 
:\ high as up to 860.1 ~f. Those who repaid had various 

l 

:J 

l 
l 

1 

l 
1 

1 

reasons such as to qualify for another loan or to feel free, 

with the organization while the remaining who did not repay 

gave su.ch reasons as family financial problems and failures 

in their product.ionc,, Because of these diff erence in 

repayment caused by various factors, fa.rmers views on the 

factors. that cause these default:, varied. Someffactors that. 

are considered :important by one farmer may not be a 

necessary factor to another ... 

CONCLUSION 

In conclusion therefore,. there were many d.efaulters 

among the farmers who benefited from the informal financial 

institutions.,. This may be attributed to many factors which 

may be caused by the farmer himself or any other· external 

faetors, such as weather, market. fluctuations, and governn·ent 

policies. h'venthough interest rates,.. repayment arra~ement 

and amount of loans may have effect on the default rate, 

the farmers attitude towards suah loans greatly determine 

the repayment level. 

5.2. Policy Implications and Recommendations 

Defaults among loan beneficiaries. of the informal. 

financial institutions have continued to create problems 

for the organizationso It reduces the len:ler net returns, 

CODESRIA
-LI

BRARY



94 

thereby termi.nat ing such organizations earlier than 

scheduled, or since the organiza.tions can no longer 

achieve their objectiveso The results. of this study have 

exposed some of the major causes of these loan problems 

and the implications they have in financing agriculture~ 

, These include: 

( 1 ) Sorne f armers be long to this mainly to benefi t from 

their loan scheme and not that they have the 

interest of such organization at least. Moreover, 

these financial resources are not enough to meet the 

f inancial requirements or demands of these organizatioiis. 

The implications are that such farmers borrowed 

and never paid back, and since they cannot meet up 

they continued defaultimgo Therefore it becomes. 

mecessary that farmers should peg the number of 

organizations they belong to,. their financial 

capabilit ies o 

(2) The Provision of Credit - This is based on the 

availability of capital and not on the need of the 

farmer:il> It did not give room for proper utilization 

of fund. Sorne of thes e funds received were too small 

that the farmers cannot use it in any reasonable or 

viable project. The~ implication is that the f'armer 

used the money in any other thing probably not 

profitable. Therefore it become necessa.ry that 
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goverrment should register their organization and 

give them. yearly capital allocation for on-lending 

to the ir members.. This will make i t easier for the 

f armers to borrow large runount as well as increase 

production among them. 

(3) Since many of these beneficiaries default.,. it. becomes 

necessary that government should assist these organi­

zat ions in recoverying these loans by giv ing them legal 

backings especially as many farmers fear court action 

they will always prefer to pay back their loans, than 

face the court actiono 

(4) Due to the vital roles of the informal organizations ,. 

it beccmes necessary that government should recognize 

them as co-fin-3.ncier and integrate them with the 

formalized financial organization.. Organizing 

leadership training for the off icers will help for 

better management of the organization ~d economic 

development in general. 

(5) The conditions fulfilled before obtaining the loan 

as well as the repayment arrangement as demanded 

by these organizations are not to the best wishes of 

the farmers .. A situation where a fanner was required 

to prov ide guo.rantor or collat eral made the farmer 

relax their efforts since they considered that the 

guarantor or collateral can repay.. Also trie farmers 

should be allowed to repay their loans with the farm 
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produce rather than cash onlyo This will help 

the farmers produce at any time of the year 
< 

and 

at any quantity, since he iS not affraid of price 

f ailureo 

5.3 Sugge s t ions for Further Studies 

This study surveyed only. ten informal fi:n:tncial 

institutions and therefore cannot claim to have 

exhausted all organizations,. and their operations. 

Because of that a lot of other information needed about 

the organization may not have been exploited especially in 

the study area. Therefore there is need to further­

studies on: 

(1) Otber organization that may be found in al'rl outside 

this area and compare their activ it ies. 

( 2) The performances and viabilities of these organizations 

in financing other projects. 

(3) The actual deterrni:n:tnts of the savings aroount of 

m embers of the informal i.inancial sector •. 

(4) The workabilities of financing agriculture through 

the informal lend.ers by the formalised institutionso 

(5) Find. a lasting solutions to some of the problems that 

hinder the progress of the informal le,nders. 
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. APPENDIX I 

UNIVERSITY. OF NIGERIA, NSUKXA 
FACUII.rY ûr, AGRICUJJ.rUH.E 

DEPARTMnNT OF AGRICULTURAL ECONOMICS .. 

Dear Off icers of Informal Organization, 

I am a postgraduate student of the above n9.med 
department. I am: currently engaged in studying the 
f ttc·tors affe cting de faul t rate in the informal 
financial institutions in Ns.ukka Agricul tural Zone 
of E.nugu State. 

Could you please help by completing the at:tached 
_questionnaire relevant to the completion of the ~tudy. 

The data provided would be handled with the 
strictest confiden~ and will be used solely for research 
purposeso Please note that you are not required to write 
your name. 

Thanks for c.o-operation .. 

Eze, B. S. 
Research Studento 
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l QUJ!.;STIONNAIRB. 
l 

.; 

! Please fill in the blank spaces or tick as 

! 

l 
1 

i 
l 
1 
! 

i 
1 

! 

1 
.J 
1 

1 

l 

1 

1 

l 
1 
1 

l 
i 
1 
l 

appropriate. 

( 1 ) What is the nam e of your organisation? .••••••••••• o. 

( 2) 

( 3) 

(4) 

( 5) 

(6) 

( 7) 

(8) 

(9) 

(· 1 0) 

( 11 ) 

••••••••••o•••••••••••••o•••••••••••••••c,•••••••••e& 

What is the mme of your Community and Loca.1 

Government Area? 

What type of post do you have? • o. o ................. . 

How do they get the po st.? by 

(i) election ( ii) Volunteer ( iii) nomination 
( iv) Others ( specif y). 

vfho are the members of your organization? •••••••.•••• 

....................................................... 
Does your organization give loan for agricultural 
operations? ( i) Yes ( ii) No 

If yes how much can an individual ohtain at a tfule? 

O•••••••o••••••••eooe••••••••o•••ce••••••••••••••eoo•ct-

What determines the amount of loan approved for an 

irrl iv id. ual? •••••• o •• o •••••••• o ••••••••••••••••••••• o • 

What are the f orms you d isburse the loan? 

(i) in cash (ii) in kind 

How long does the loan last 

( iii) both cash and kind .. 

before it is'repaid? 

oe•oo•oeo•o•e•o•s•• •••"•••o•o•••o•••&•••••••••••••••• 

'dhat nieasures do you adopt in recovering your money 

if the beneficiaries fail to pay back when the loan 

is due? 
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(12) Which of the measures prove to be the most efrective? 

Ooo •••• •••o•ooee•••• •o •0••01 ••ne•••••••••••••••••••• 

(13) In What forms do the farmers repay their loans? 

(i) in cash (ii) in kind (iii) both cash and kindo 

( 14) What is your interest rate per Naira? o •••••••••••••• 

( 1 5) What is the total amount of loan disbursed from 

1 987 to 1 9 S}()? •••••••••• • ••••• • • • • •• • •• • • • • • • • • • • • • • • 

( 1 6) What is the total amount of loan repaid so far? 

o•••••••••••••o••••••••••••••••••••••••••••••••••eeo• 

( 1 7) What are the other act iv it ies of your org:anizat ion? 

o••••• •••o••••• ••••••••o•••• ••••• •••••••••••••••• •••• 
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A.PPENDIX II 

UNIVERSITY OF NIGERIA, NSUKKA 
FACUillY OF AGH.ICUlfrURE 

DEP.ARTMENT OF AGRICUllrURAL ECONOMICS 

Dear Sir/Madam, 

I am a postgraduate student of the above na.med 
department.. I · am currently engaged in studying the 
factors affecting default rate in the informal 
financial institutions in Nsukka AgriculturaJ. Zone 
of Enugu State. 

Could you pleas e help by complet ing the attached 
questionnaire relevant to the completion of the study. 

The data provided would be handled with the 
strictest confidence and will be used solely for 
research purposes. Please note that you are not 
required to write your name. 

Thanks for co-opera t ion. 

Eze, B.S. 
Research Student • 
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Please fill in the blank spaces or tick where 
appropr iate .. 

(1) Community: ••••••••••••••o•••••••••e•••••••••••·~· 

( 2) Local G.overnnent Are a: ••••••••••••••••••••••••••• 

(3) Sex: Male ( ) Female ( ) 

( 4) What is your age? ( i) Le ss than 20 ( 
(ii) 20-30 ( ), ( iii) 30-39 ( ) 
(v) 50-59 ( ), (vi) 60 arrl above 

) 
,( iv) 40-49 
( ) . ( 

( 5) How many years d id you sperrl in formal school? ••••••• 

(6) Marital Status: ( i) Single ( ) ( ii) Marr ied ( ) 

( 7) How long have you been farming? •••••••••••••••••••••• 

(8) ':/hat type of farming do you engage in? 

( i) Crops ( specify) 

( ii) Animals/Livestock (specify). 

( iii) Mixed farming (a and b) specify) 

) 

(9) V/hat is the Bize of your farm in hectare/number of animals? 

•••••••• 0 •••••••••••••••••••••••••••••••••••••••••••••• 

( 10) How do you utilize the farm produce? 
Give percentages according to useage. 

Crops 

,\ 

Yam 

Cassa 

Maize 

va 

Rice 

Oil palm 

Pigs 

Chickens 

goat 

Others 

1 
' 

Proportion Used · For. ~~·-
Consumpt ion Sell Store for 

planting 

1 
1 
1 
1 

' f 

-
·-·· . ' . ·····-

G,ift 
' 

Others 

l 
' 

1 
l 
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1 

.. ·: ~ .~ . 

1 1 1 

( 11 ) 'dhich associations do you belo:ng to? Name them •••• 

eo••••o•••••~-•i•••••••••••••••••••••••••••••••••••••• 

(12) Have you ever taken loan from the organisation? 

( i ) Y es ( ) ( i i) No ( ) 

(13) How much did you obtain as loan in naira and at what 

( 1 4) 

( 1 5) 

(16) 

(_1 7) 

( 1_8) 

· ( 1 9) 

.' :·( 2'2) 

interest rate? •.................. . · .............. o •• 

How much d id you pay back at the eni of the month? 

O o e • • • a e a e e e e e a e a a • e a e e a e e a a a a e a a e a • e a a • a e e a a e e e a e e O 0 

How long d id it take you to obtain the loan? •••••••• 

\'lhat month of the year did you obtain the loan? 

' ........................................... • ......... . 
','fhen is the loan due for repayment? ••••••••••••••••. o 

. If number 12 is No why did you not apply? Give reasons 

.... ~ ... ~ ................ 11••························· . . 

e • o e o e e a a e 9 a a O a e a e a e • a a a a e e • a • e a a e a e e e e a a a • a a e e a e e e O 0 

_ dhat are your other sources of loan and the iri.terest 

rate? • o •••••. • •••••••••••••••••.••••••• 

lfüat type of loan do Y.ou have? 

( i) ·Short terril (.ii) medium term. ( iii) long te:rm • 
. -~:' ' 

':/ha:t are· the .thing~ yotJ.. pledged. be fore -:you obtained 

· tJ:i.e loan? 

·. ·ci} :.prov.id :i,.ng -collate:ral only' ( sJ;ie c:i.i'y) 

· ·~(-ii-) ·: ~prciv id i:i)g· .f?~ort e.es . oni~ \ . 
. (iii) ._Q~th tf:iking' •. 
{iv}' .ôthers •. : 

Is-' thère ·.any .in:iucernent.· to the .. of ficials be_for,e. -y0µ~ :_ 
.- o-bta:in:'· tlle lo.ân? .. < . .. · ··;·\·: .. 

't;~·.· , 
"'. :;( 'i):,. :.: .it1i} ( ; <r}}\'·:· .:·_·. ~i~f::i.\ ~ /}~ ~,\: "'.-~ :~:.r\.:))J~: ' 
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( 23) If yes what are the inducements, state amount? 

(24) Did you present any feasibility studies before the 
loan was granted? 

( i) Ye s ( ) ( i i ) No ( ) 

(25) How was the loan d isbursed to. you. 

( i) Cash only 

( ii) Kind only ( specify) 

(iii) Cash and Kind. 

( 26) Do you cons ider the amount approved for you? 

1(1) 3uff ic ient" ( ii) Insuff icient. 

(iii) Just enoueh for your farm operationG . 
(~7) To what extent has your overall performane~ in terms of 

production output improved since you obtained the loan? 

( i) excellent. ( ii) good ( iii) fair 

( iv) po or (v) very poor. 

( 28) ',Jhat is your farm incarne position since you o btained 
the loan? 

(i) excellent (ii) good (iii) Fair 

( iv) Poor. 

(29) Do you have any other source of income different from 

farming? ( i) Yes ( ) ( ii) No ( ) 

( 30) Estimate your annual incarne .. 

( i) Farm incarne 

(ii) Non-Farm incarne. 

(31) How do you assess the interest rate charged by 
the lending organi_sation? 

( i) very high ( ii) h:igh { iii) moderate 

( iv) low (v) too low. 

( 32) How do you repay the loan? in 

( i) kind only (li:i) cash only ( iii) bath cash and kind., 

(iv) Others (specify)., 
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(33) When the loan repayment period matures, how do you 
intend to repay the loan, 

(34) 

(35) 

(36) 

(37) 

(38) 

(39) 

(i) Sell yoùr farm produce. 

(ii) Find money from any other source. 

(iii) Others (specify). 

Have you fully repaid the loan7 

( i ) Yes (ii) No ( 

If yes give reasons why you repaid. 

) 

• • • • • • e • • • • • • • • • • • • • • • • • • • • o • • • • • • • • • • • • • e • • • • • • • • • 

•••••••••••••••••••••••••••••••• 0 ••••••••••••••••••• 

If No give reasons why you have not fully repaid. 

• • • • • • • • • • • • • • • • • • • • • e • • • • • • • • • • • • • • • e • • • • • •'• • • • • • • 

• • • • • • • • • • • • • • • • • • • • • • • • • • • • & • • • • • • • • • • • • • • • • • • • • • • • 

Did you utilize the loan on farming only7 

( i ) Yes ( (ii) No (. ) 

If no how did you utilize the loan for the non-farm 
pur poses? 

• • • • • • • • • • • • ~ • • • • • • • • • • • • e • • • • & • • • • • • • • • • • • • • • • • • ~ • 

• • • • • • • e • e • • • • • • • • • • ~ • • • • • • • • • • • • •c• • • • • • • • • • • • • • • • • 

How do you assess the repayment arrangement of the 
organization? 

( i ) 

(iv) 

Excellent 

Poor. 

(ii) Good Ciii) Fair 
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1. 

2. 

3. 

1 
'! 

4. 

So 

60 

7o 

8. 

9. 

10. 

110 

120 

13. 

1 1 4 

Indicate your degree of agreement 
with the following statements. 

I do not consider it too necessary repaying 
the loan. 

I repay when ever I have money. 

The lending institution had not 
demanded i t .. 

The institution should notify me when the 
loa.n is due for repayment. 

The lender should accept farm produce for 
thé repaymerjto 

), ( ( , ?· t i .. Ç e 
I have not repaid balance no action has 
been taken against the earlier defaultors. 

I belong to the lending in~ti tution so no 
need to repay., ' 

Low rate of repayment is due to national 
dis aster .. 

Low rate of repayment is due to stealing 
in the farm. 

Low rate of repayment is due to family 
problems. 

Low rate of repayment is due to no storage 
facilities. 

Low rate of repayment is due to 
late receipt of the loan. 

Lo·.J rate of repayment is due to 
short ducation of the loan. 

• -
l...i (J) 
01 CJ 
~ 1..-1 

>< a (lJ >, (lJ 
...-4 !..l ru (J) ~ (lJ 
0, (lJ UJ 4 011...i 
C QJ QJ .c ,,-f CT C en 
0 aJ Cl) ..L.J Cl rr:, 0 rr:, 
1..-l l..i l...i (1) U) 4 UJ 
.µ CT (Jl ,,-f Li ,,-f ..jJ ,,-f 
u, <( <( Z 0 Cl tf) Cl 

' 

; 
,. 
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1 

(l) 
GJ 
!...1 Q) 
tn (1) 
~ s.., 

>, tn Q) >, (lJ 
.--l 1-1 rd 0) r-1 (lJ 
CJ) (jJ Vl 1-1 O'l 1-1 
C (1) (lJ .c •.-l O'I C: O'I 
0 (jJ (1) ..iJ Q rO 0 rel 
1-1 1-1 1-1 (lJ U) 1-1 U) 

..iJ CJ) CJ) ' •.-l 1-1 •.-l .jJ •.-l 
u1 ~ ~ z 0 Q t/l Q 

1.4. Low rate of repayment is due to 
poor returns from farm produce. 

Low rate of repaymr~nt is due to 
high interest rate. 

16 .. Low rate of repayment is due to I 
poor s avi ng'., 

17. Low rate of repayment is due to 
the fact that my collateral can 

1.8. 

19. 

pay for the loan. .,,. ~',;':U;,~. 

~/;. t... \. l f; ..?r', 
::·>--- - I~ '"t,. . 

...... " ~ \ I used the money in other .: .:..·,: . ,· 
enterprise outside farming. :· -:· l '\ :, \ 

! " f \ 
., . 

!6{ 3 ~ 
, O~lCE ·::1: 

~ i ·-Low rate of repayment is due to -.. ; 
l. , \ 

,/ f,; / subsistence· production. \~\ \l '"' '.• ~.' ,,.:.: ., •: 

.. ,, 
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