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The need for this work was to analyse the‘ different
factors that contributed to the default rate in the
Informal Financial Organizations. The main;objectives ‘
were to examine the structure and operations of the
institutions; corditions for obtaining these loans;
various factors responéible and determine default rate;
ard assess how methods of financing, influence borrowing
and rep,ayment as well és fecovering measur;es,'employ'ed by
the institutions. |

Nsukka agricultural zone of Emugu State was studied,
The sampie included ten officers of the informal lenders
ard 72 beneficiaries. Data were collected ‘using
P /ques‘bionnaires; ‘

‘l‘he results showed that majority of the beneficiafies
were males who were middle aged between 40-59 years. Most
of them were married and educafed. The default rate cut
accross all the institutions. The findings also showed
the informal institutions as an important sources of credit,
however, %her;e were default in repay.'m_ent.' It also showed
-that thg farmers had positive attitudes towards loan’
repéyme‘nt ésPeciall;')r as they did not want ‘bc; be dropped

out of the institutions.
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There were high level of repayments among the
informal lemders. Method of fimancing did not determine
borrowing and repayment.

The farmers were of the opinion that the causes
of default is poor management potential, and requested
for better training and increase in loan size ard
durations. The work also showed that these informel
fimncial organization could be instruments fof
agricultural and rural development as a result of their
inherent capabilities to build up the sgvings potenfial

of the people.
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CHAPTER ONE

INIRODUCTION

Backeround 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
ad justment like the Nigerian econamy. Agriculture
provides food, raw materials for imlustries, materigls
for shelter, employment for the people armd market for
industrial goods.

Despite its importance, agriculture in Nigeria is
characterised by low farm incomes, low level of capacity
‘to satisfy the food and fibre need of the countrye. |
It manifests the typical symptoms of a peasant agriculture.
" The production technologies are still primitive. The farms.
are dominated by small scale farmers who are responsible
for about 90% of total production (Olatunbode, 1990).
These farmers in an attempt to improve their production
ecapacities resort to adopting new technology such as
improved seeds. They equally take agricultural loan.

Such credit involves obtaining control over the use of
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money, goods and inputs hoping to pay back in a
future date.

In Nigeria, credit has been playing an important
role in the development of agriculture. Agricultural
credit helps to improve farm output and economie well
being of the farmers. Small farmers hold the key to
Nigeria's agricultural development, but they usually
operate under serious credit constraints. These lmns
are usually cléSSified into short term, long term and
med ium terme.

Agricultural credit in Nigeria can be categorised'
into two, viz formal and informal sources. The formal'
sources include co-operatives societies, Agricultural
cred it banks, Commercial banks and credit corporations
established by lawe. The informal sources. include family
members, friends, merchantS,'money lenders; and esusu
clubs (Fanoriyo, 1979).

The formal credit systems have been unsuitable to
suit the particular need of the farmer in his socio-
economic set-up. The form-filling and the need for bank
officials to visit their farms, coupled with the fact
that the loan is not normally forthcoming until after
most of the works on the fﬁrm would have been done,

discouraging small farmers (adeyeye and Dittor 1985).
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A great majority of the rural dwellers, the
illiterates and the low income earners, who constitute
60~-80% of the population of this developing country
hgve virtually no access to the services remered by
the formalised fimancial institutions. It then follows
that a scenario whereby efforts are concentrgted on
studies. of the formalised institutions that cater only
for 20-40% of the population at the expense of the
informal institution is not satisfactory (Udogu, 1988).V

The informal financial institutions which is also
ealled the traditional financial institutions or the
informal capital market plays a vital role'in the credit
and saving mobilization efforts among thé small holder.
farmers in our society. Of recent, various formal
lending institutions have been -spermdling some sSizeable
amounts on agricultural developments, however, it is
obvious that 'thgay cannot alone, provide the funds that
can sufficiently transform the rural agriculture.

As a result, alternative sources could be fourmd in
informal lending 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

accounted for 80% (from relations) and 12% (from friemds/
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money lemnders) while the banking system and the
co~operative contributed 2 mere.B% in financing rural
agriculture. These informal lending institutlions are
usually formed among friermds, co-workers, age grades,
traders, farmers, relations and other identifigble

groups who can easily come together to make regular
contribﬁtions. Occasionally, these informal institutions
exist without specific remes.

In these informal institutions, a fixed sum is
usqally contributed by each members at agreed interMal
for an agreed period ard the total contributions for
each period is loaned to members in an agreed order.
Sometimes, it may be an individual lender who posSsessing
excess 1oanablé funds or with access to the same is
willing to lenrd them to needy persons at a fee.

The loans’'from the above non-institut ional sector
are usually made directly to the borrower by the lender
ard are prevelent in areas: where individuals are quite
familiar with the share confi&ence in one another.

In other words, the lender knows the borrowing farmers
and can reaSonably vouch safe for the Borrower's
integrity.

The relative‘ease of obtaining loans devoid of

administrative delays, non-insistance by the lenders

on collateral from the borrower and the flexibility built
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into repayment programmes have made fhe noﬁrinstitutional
sources notwithstarnding their exhorbitant interest charges,
extrémely popular smong the small-holder farmers, who
incidentally form over T70% of the farming population .
(Abe, 1991). From the foregoing,there seems reasons to
believe that indigenous credit association could be an
invaluable instrument for agricultural and rural development
(Nweze, 1985).

In spite of this unique services, loan beneficiaries
from informal sources default in repayment due to natural
hazards as well as health problems. These among others,
constitute the greatest impediment to repayment, thereby
increasing farm loan delinguency (Osuntogun and Oludiﬁu 1983).
This problem is:further aggravated by the difficulties:
facing the farmer§ themselves. These-  according to Asabia
(1981) include crop failure as a result of poor weather,
death of livestock resulting from epidemics, inconsistent
govermment agricultursl policies which often affecft
production equipment. Atimes problems may be created by
the lenders . themselves who do not select credit worthy
farmers thus defavlt in repayment. In Lafia,

Chidebelu and Rzike (1985) showed repayment rates of
65%'and 85% for loans obtained from relations, and

friends respectively, which implied default.,
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However, evidence has shown that those formalised
financial institutions, inspite of all emphasis, are
grossly imdequate to meet the financial needs of the
generality of the peoples in the various world econamics,
particularly in the developing countries, where the
services are not only inaccessible but also not
sufficiently available to those who have accéss to them.
Therefore, the need arises to direct attentions to the
informal institutions that cater for the more populous

Small-holder farmers.

Problem Stgtement

There have been series of reports on farmers'
inability to repay loans borrowed from informal Sources.
pact ‘
It occurs %ign when the farmers organise such lending
1nformal)1nst1tutlons among themselves eSpecially the savings-
and cred it "groups. In spite of the stringent sanctions
imposed by most informal lending institutions such as the

conf isication of the borrower's properties amd its subsequent

" "sale to other members of the public who could afford the

payment as well as oath takinge.
There still exist reports of loan defaulting among
informal lending organisations. This default has led to

failures or even ceasation of most informal lending groups
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.thereby hampering their operationse. This situation
not on;y retards the progress of a farmer member, but
also affects his stamdard of living, hence this study,
which investigated the factors affecting default rate
in the informal financial institutions in Nsukks
agricultural zone of Enugu State.

Significance of the Study _
There has been reported increase in the default

rate by loan béneficiafies ard this has badly affected
many informal lending institutions. The effects of this
default is that the lerders net returns are redueed
because of loan arrears. This hinders the institutional
activities especially in agriculture as the objectives
ecan no longer be achieved:

| Many factors have been found: t0 be contributing
to the low recovery rate. The aims and objectives of the
informal finmancial organizations to improve the welfare
of the poor rural farmers, can only be achived if these
factors are curtailed or entirely removede. 'Such actions
will increase more furds in circulation as loan and more
farmers will benefit.

This study therefore has provided valuable information

for the informal lenders, with the view to improving loan
repayment corditions amongs them, by identifying and
.eliminating all these factérs that work against the
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operations of the organizations. This will help
improve the borrowers and lender's .relationship as
more people will benefit. Moreover, the study will
help borfowers who are notvaware of the existence of
these informal lending institutions to benefit and
improve on their repayment abilities. It will equally
help any researcher who may be doing similar study |
in the area. For policy makers and the formalized
financial inétithti&ns, they may recognize them as
contributors to agricultural credit mobilization and it
will help them in planning and modification of agricultural
credit programmes in Nigeria.

Definition of Terms:

(1) Pactor: AM‘eaning the reasons why farmers faill to
'repay their loans when due. They are the agents
which farmer considered very important in their
negative responses to loan repayment.

(2) Default: Meaning the failure to properly account
for money or properly entrusted to one's care A
(Oxford 1955). A farmer is defaulting if he
delays or fails in honouring his repayment

obligation to the lernder when due.
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(4)

(5)

9

Informal Fingncial QOrganization: Meaning
voluntarily formed groups or individuals,

who formed for the purpose of engaging in some
kind of mutugl-aid scheme through savings
mobilizatione This implies absence of coercion
or compulsion; general lack of any kind of
sophisticated organization structure; 'and use of
free—will and self determination iﬁ one's decision
to associate for the purpose of Savings and/or
lerding.

Thrift: This according to strickland means the
avoidance of extravangance ard the practice of wise
sperding (Strickland 1934). In this study, thrift
also means the art of refraining fromzcurrent
consumptién now, in order to have more to spend in
future. It does not mean being stingy.

Fund: This means a suﬁ of money made available
(or set aside) for a defined purpose. In other
words, it is é pool of money specifieally made

available for a known objective.

QObiectives 6f the Jtudy:

The over-all purpose of the study is to investigate

the various factors that contribute to default among

loan beneficiaries in informal credit institutions in
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Nsukka Agricultural zonee.

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 obtaining these

| loans;:

(3) investigate the factors affecting loan default:
ard hence determine thé default rate among
beneficiaries;

(4) assess how the methods of fihancing influence
borrowing and repayment of loan; and ascertain
the recovering méasures employed by these institutions.

(5) make recommendations based on the findings;

METHODOIOGY OF STUDY

SAMPLING PROCEDURE

The field survey covered five local govermment.
areas that make up Nsukka agricultural zone as at the
time of the study, m2mely: Nsukka, Isi-Uzo, Igbo-BEze,
Igbo~Etiti and Uzo-Uwani, which were chosen purposively.

A total of 100, and 10 questionnaires were
‘distributed to the small scale farmers and the officials
of the informal lenders respectively. Ten communities

were selected at random from the five loecal govermment

‘areas at two per each. Also 8 farmers and one official
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'wére selected at random in each of the organizations.
The farmers comprised those who borrowed and those who
did not borrow. A list of informal organization which
were imvolved in lending collected during the pIE.testv
was used in the selectione. Only properly completed
questionmnaires were used for the study. ’fhe improperly
“completed ones, including those from farmers whoSe loans
were not due for repayment, were discarded. It comprised
6T those farmers who had fully repaid the principal and
interest, partially repaid and not repaid at all but whosé
loans were due for repaymente.

Data Collection |
| Primary.c}ata were collected from both the officers
of the informal lending organizations and the farmers.
with the use of structured and precoded q:ixestionna:lreS.

Data from secondary sources came from ;jOurnavlsl,;

research reports, texts, seminar papers and account
records of the informal institutionse.

Anglytical Techniques Used:

This research was purely descriptive. Use were
made of ’si‘mple averages; frequency distribution by

number and percentages of resporndents where necessary..
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Also chi-square (XZ)_was used to measure the
discrebancy which existed between the observed and
the expected frequencies, The'chi;Square could be

written using the notation.

X2 {O - e22‘

e
where
O = observed frequency

e = expected frequency.

LIMIT ATIONS OF THE STUDY

The research work, just like any man's

em eavour was not without its constraints in terms of
limiting factors. Some of them were as follows:
Finance: This imposed a lot‘of problem to the
researcher especially as it involved.a field worke.
Freduent calls made‘onlthe selected institutions mean§
a lot of money on transports and sometimes circumstantial
Patronages barticularly in the meeting places. Due to
this financial imnvolvement the scope of the study was
" parrowed to a particular zZone.
Time: During thé study, the researcher was engaging
in other activities to enable him sustain himseif in

the schoole. This imposed problems as the researcher

had to serve two masters at a time.
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Lack of Co—operation: 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 indicated being

in the informal financial organisation but would decline
outright to fill one's questionnaire or give one any |
aud ienece for interview. Also, some collected questionnaires
and kept them only to give it back after many point of ecall,
when the search for another potential respondent begins

once more,

Paucity of Literatures The topic of research had this

problem to ahAextent. Enough work has not been done on
informal fimanéial organisation thus not much for the
literature reviewe

Bias: This equally created some problems as the
respordents sSometimes temnded to answer the way they feel
the researcher wanted them to answer the questions.
Moreso, there might have been gome ambiguities in the
way the questions were framed amd that might have
éffectea'the answers.

PIAN OF REFPORT

This report is made up of five chapters. The first
introduced the subject matter (problem statement),
the objectives of the study, study area amd methodology
adopted. The second reviewed some related literature.
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Chapter three examined the types of informal f'inancial
institutions, structures and operations while chapter
four examined the characteristics of the farmers and
results of findings. The last chapter contained
summary of work done, polic-y implication, récomm-endation

and conclusione.
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CHAPTER TWO

LITERATURE REVIEW

2,1 The Origirn, Aims, Organization And Management
of Informal Financial Institutions

The history of Agricultural finance in Nigeria is as
old as agriculture itself. indigenous self-help organisa-
tions were discovered as early as 1930s in Nigeria as a
bagsis for cooperation and mutual assistance (Green, 1964).
Seibel and Marx (1985) reported that in some areas, these
savings organisations were a recent development, example
aré the Tivs in Benue State, but in others, they existed at
least since 200 years, example are the Yorubas. The
presence of these organizations Were not felt earlier
enough because the colonial administration failed to see the
pléce of indigenous savings énd credit institutions in the
Nigeria econamy, describing them as fraudulent, improvident
ard lacking any redeeming features (Stricklarmd, 1934).

In Cameroon, Bomnsa (1990) found that within the
period 1937 - 1959, indigenous Insurance societies, 1ater
known as African Social Insurance Societies, were formed
by members to sponsor their agricultural activities.

Thése societies carried out popular activities but were
shért lived as officials crippled them through mal-

practices. He further stated that since 1963, other‘formal
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and informal savings arnd loan societies came into being
through private inifiative and played the role of
mobilising and granting agricultural credit to farmers.
‘These societies include the Co-operativeVCredit Unions
which started through the initiation of Missionary bodies
and the reinforcement of Mutual Aid Societies (njangis),
a form of rotating credit and savings associations formed
on ethnie, age or on other basis of common bomds among
members.

Hossain, (1984) in his study highlisghted that in
Asia indigenous credit organisations have long existed
ard there is irdication of the existence of a relationship
between formal and infarmal financiél institutions in
cred it administraztion. In support of this ascertion,
FAA/APRACA (1981) reported that commercial banks in the
Asian and Pacific region have-already integrated
traditional financial institutions in their financial
intermediatione.

According to Nwa-sme (1987), the earliest éttempt
geared towards providing credit to the agricultural
secfor could be traced to different forms of non-
institutional (sector) bodies such as traditional money
lenders, middle men, landiords and processors. The need

arises in the rural societies of developing countries



17
due to inadequate services by imnstitutional bodies
for example for the mobilization of savings for the
needs of farmers and for the utilization of such saving
productive ventures in the rural areas. This gave
rise to the Traditional African societies that existed and
were found in many spheres of human endeavour before the
arrival of modern forms of cooperative societies
(Ifeyori, 1988).

- TIjere (1988), observed that these associations are
self-help groups or organizations in their own right and
are the people's deviee for collectively tackling their
socio-economic’problems Since they are need~oriented and
possSes Simultaneous reward and sanctions. Anderson
(1965) maintained that in India, the informal financial
institution not only provides capital in a traditional
gociety, 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 and Kaplin (1944)
reported that the aims of these organizations are to make
contributions, create saving and small-scale capital-
which afé used in their productive ventures. Fei and
Chang (1948) stated that this enhances group solidarity

in an ordinary business relationship.
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Due to the informal nature of the orgamnization,
there is no sophisticated organisation or management .
structure for theme. There may or may not be permansnt:
leaders (Ono, 1980). "In situation where leaders exist,
all indigenous credit institutions are headed by a
coomittee consisting a chairman, a Secretary anmd a
treasurer who are most often elected during - end of &ear'
meetings. They are not paid or remunerated except for
a few gifts (Nweze, 1985). These organisations are
usually very simplified sometimes requiring just coming
together of a few people to make the ﬁsual contribution.
The contribution as found by Seibel and Marx (1934), and
Ezike (1984). is used to build up a fumd for loan which
is then loaned to willing members by rotation or acecording-
to demand. Where it involwes an individual money-lemder, |
the Sources may be from personal savings or money borfowed
from bteanks (Obeta, 1982). |

In some arrangements, there are no formal meetings,
a designated collector merely goes round at the appointed
time and applies the proceeds as mutually agreed upon by
members.. Where meetings are to be held, such meetings are
‘usuglly rotated among menibers and the mem’ber,! who hosts
a meeting automatiecally becomes the chairman of the dsy
(Udogu, 1988)..
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Aé found by Seibel ard Marx (1984) in a study of
Igala tribe of Benue 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 come from different villages. Each society is
organized in its own pattern and having its own pattern
and having its own credit schemes. The accounting
record concerning contributions, levies, fines, credit
ard interest charges are kept by the elected. treasurer.

There is no written laws, rules or regulations to
guide the oberations of the older fimancial units..

The conventions, are however known by members who keep
to them and respect them like any written laws.

The frequency of meeting, the day, time and. place
as well as the amount to be paid by each member are
usuaglly determined by genéral consesus or by the
inner leaders, where they exist (Ono, 1980).

The more recent organiSétion of the traditional
organisation, however, now have written guiding
constitutions, a complete set of principal officers and
even.méintain bank accounts, for example, the social clubs,
the Ajo or daily contribution which is a variant of the
"isuéu"; and in fact almost all othérs. This may be due

to the improving standard of education and the rise in
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literacy role. 1In the case of an individual leader
who runs the informal financial institution, he takes
all decisions indeperdently on issues concerning the
enterprise ranging from interest rate, to amount loaned
among other thingse.

| The nature of these organisations are such that
requires little financial management, even with their
new orientation.

Conformity to the laid down rules amd regulations
as well as the general convention is ensured through the
use of sanctions. Any member, for example, who defaults in
regular contributions is Sanctioned, armd such a person
really finds it difficult to gain acceptance into any
such informal group.

2.2 Sources: of Agricultural Credit.

Farmers can obtain credit from many sources,
This however, depends on the credibility of the farmer
borrowers. It could be from the unorganized sector and
the organized sector. The unorganised credit lending
sources include the village shopkeepers, the lamd owners,
the village.money lenders, traders, relatives ard friends.
While the organised sector includes Co-operative,
Development Banks and Commercial Banks (Adegeye and
Ditto 1985)«
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According to Ijere and Aloka (1988) the beat source
will deperd upon the type of credit disired and the
individual farmer's circumstances. They further classified
the sources into institutions such as banks and individuals
and relations. However, it was indicated that a relative
or friend is only willing to loan for short periods of
time, although théy are relatively less important
in the short term lending field. From the other sources
include fhe 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 higher
risk and customers suffer more losses. Their interest
rates and loan costs usually reflect this fact.
| Chidebelu and Bzike (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 unguah heads.

Nwalie (1987) in his contribution argued that there is
a hinderance, however, to farmers' accessibility to bank loans
and credit. This is rooted in the problem of poverty.

Most of the farmers are So poor that they cannot provide
necessary collaterals and Securities which enable them
obtain loans especially from banks. In order to

alleviate the problem, these farmers, through the

encouragement of govermment, organise themselves into
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cooperatives as cooperative farmers. In this way, they
are able to pool their resources and contribute fund for
subsequent lernding to needy members. But the unfortunate
thing is that a greater number of these farmers are poof
such that their aggregate contributions rarely meet the
financial requirements of members., ' |
Obiechina (1985) asserted that traditional sources
of credit such as village money lerders, "esusu"
clubs and loans from friends/relatives have been found
inad equate in scope and form._ Village money lendier, he
maintained, have:been described as "loan sharks"™ who apply
unwritten terms and regulations to extort éxorbitant
interest rates from their clients. "Esusu" clubs amd loana
~from friends/relatives have been used as humane and less
exacting alternatives to obtain informal credit. However,.
he stated that the problem with the "esusu" clubs is that
ﬁhey are organised to provide credit only to memb®ers on a
rotational basis, and they are constrained like the other
Sources of informal credit by the level of available
loamble fund at each time period. On the other hand
he explainéd that the formal credit for agriculture and
commercial banks provide the answer to the short comings
of the traditionsl or informal credit system. But

requirements for credit approvals, ineffective measures
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to distributg and monitor the uses amd recovery of loan
funds have militated against the mass adoption of this
form of credit. |

Murty (1988) expressed a similar view that although
the Federal Goverment has decided to increase the share
of the commercial banks' loan® and advances to the agricultural
sector from 12 to 15 percent, thé procedure for obtaining
this loan has too many formalities which a small peasant
cannot fulfil. He further stated that the banks are not
interested in giving the loans to small farmers as they are
interested to ensure the repayment of the loan. In a survey
recently carried out by the Central Bank of Nigeria and
World Bank, (1986), in four different states reported that the
farmers were constrained to obtain credit fram institutional
organisations and even those who currently obtained the loans
were not fully satisfieds Of the number surveyed, only 14.3
prercent obtained loans from formal institutional credit,
showing the low percentage of credit given to the needy
small farmersw

Aneke (1981) and Miller, (1975) in argueing for the
informal financial institution's role reported that the
informal sources constitute an important source of credit
for farmers in rural Nigeria, accounting for over 35 percent

by value of loans in rural areas.
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Among other comtributors Ijere (1981) imdicated that
the amount from "isusu" contributions used for agriculture
varies according to the cooperative demands of the non-
agricultural sector; personal needs and the level of
agricultural production. He reported that 30% in Nsu
Clan while 25% was reported in Ukanatu Local Govermment:
Area of Cross River State (Wo, 1980).

2.5 The Role of Credit in Agricultural Development.

The importénce 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. amd to increase output and improve
the economic well being of the rural people (Belshaw, 1975).
This is recessary especially as there cannot be viable
agricultural programme without adequate finance. More
finance enables the farmer pay for more inputs, acquire
modern technoldgies ard thus expand his farm. Moréover,
if there should be meaningful attempt to transform rural
farming, change in traditional techniques amd organisation
alone shoyld not be brought into focus rather the
farmers growing capital outlays and increasing demand for
eredit should be taken into comsideration (Oluwasarmi and

Alao, 1964).
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Credit makes it possible for farmers to take advantage
6f new machines, good seed, fertilizer, livestock and
labour, which emable the farmer to.organize and operate
his farm in a more profitable basis (Murray and Nelson,
1961). pgubuzo (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 sociai welfare, enhances production, helps in
capital formation ard continuity-of income. For the
agricultural sector to be -mrevitalised, the author accepts
that the farmer needs money to pay for hired labour, buy
impl ements, purchase fertilizer/pesticides, procure
improved seedlings ard hire tractoré, in conjunction with
others. Still on welfare, Singh and Ramamma (1981) opined
that the credit improves the overall welfare of the farmer
especially in technology thus increasing income and
employment on small and large farms in Western region
of Hyderabad district of Indiae.

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 income and expenditure and the seasonal nature of
farming. He pointed out that farmers' incames and

éxpenditures were sSeasSonal ard that experd itures were



26

incurred during the growing season while most farmxincomés
'ﬁere received during sales of output usually once or twice
anmually. He contended that‘sihce most of the farmers were
poor, that they could meet their production expenses only
by means of credit. He recommended that, as a productidn
incentive, the short-term production credit for less than
12 months was the most important for small farmers.

Adegeye and Ditto (1985) made an additional contribution
that the agricultural credit to snail farmers can help in
bregking poverty cycle. Crédit as they recorganised is
required to purchase improved technology which is vital
for increased output amd overall expansion of the fahm.

The improved technolog& to be purchased includes imprOVGd
seeds, fertilizer, herbicides and ﬁesticides, as well as
agripultural'machinery and equipment, as farm expansion -
takes place. They argued - that the role of agricultural
credit is not restricted only to agricultural production;
consumption cfedit, especially to small farmers is necessary
if only because it helps to make farmers more productive in
terms of their labour input. waevér,'the authors warned
that eredit to small farmers in the absence of the knowledge
and use capability of technology can even prove harmful
sinece the farmers can become heavily indebted and be umable

to pay bvack.
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Discussing the role of credit as it influences farm
experd iture in the Republic of Gérmany, 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 Fimancial Organisation

It is not easy to completely identify all the various
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 and
operation (Arderner 1953, Reining, 1959). As a result, when one,
two or‘mbre people are capable of coming'together for the
common purpose of mutually aiding each other in finéncial.terns
or for the purpose or entending credit to outsiders, through
some peiiodic contributions, an informal financial organi8ation
emerges. Ono (1980) identified 12 of such system in his work
as follows:
1« Isusu (esusu, Dsuéu, susu) group.
éo Finance through slavery, human labour, child agnd

marriage. | ‘

3e Age Graae Associations.
4. Village Administration Contributions.
S5e¢ Village_Rural Development Schemes.

6. Men's Revolving Loan Associatiohso
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7o Married Women's Associations
8. Family Fund Pools.
9. Extended Family Cooperative Furd.
10. Town Unions.
11« Local Money Ienders and
12, Social Clubs; |
Rach of these groupé has its variations énd the number of
such variations vary from locality to locality.

O0f these 12 types given above, the most popular and most
widespread of traditional institution prevalent in almost all
the nooks ard corners of the world particularly in the
developing countries are those engaged in savings, loan and
mutual schemee As concluded by the author, these schemes are
integrated in a system referred to in local parlance ag
isusu in Igbocland.

2¢5 The Role of External Factors

2.5.1 Risk gnd Uncertainty in Agriculture

The farmer normally faces two eventualities whose out-
comes affect his production and marketing decisions. These
are risks and uncertainties. Risk refers to situation, where
the probability of ocecurence of outcomes is either known
or can be estimated while uncertainty deals with situations

where the probability of occurence of an outcome is neither

known nor can be estimated. Agricultural production is subject

to large variations due to factors completely beyond the
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control of the férmer: lack of rainfall, pest invasion, “
floods and other natural phonomena which are capable of rdu;ing
output. to a level well below that planned by farmers, while
exceptionally favourable condifions can cause production
to be well above the planned level (Onyenwaku, 1986).
The author categorized the risk amd uncertainty to include
production/technical uncertainty that is the use of certain
combination of input which will glways result in a fixed
and known quantity of output. Price or market uncertainty,
that 1S .both the inputs which the farmer uses and the output
whieh he produces are both subject to wide fluctuations in
rices. Govermment Institutional uncertainty which involves
changes in. govermment policies, programmesS, rules and
regulation. Individual-generated uncertainty which is
ind ividuals and their changeable natureor

These result to the primary consideration of commercial
. 1nks as well as of .all informal lenders in the risk imolwed in
mgking loan. 0Olie (1980) observed that commercial banks just
like the lenders perceive the agricultural sector as laden
with risks, largely as a result of inherent nature of
agricultural éroduction. The risks : outlined include
crop failute, .insect and pest attack, outbreak of diseases,
etce often beyomd the immediate control of the farmer

clouds the prospects forx repayment. ILenders make only loans

they feel are sure to be repaid, however, the certainty of
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repayment varies. Some loans are practically riskless, some
imvolve a small amount of risk and some are moderately risky
(Johnson, 1982). |

This asseftion has been supported anmd classified into
three broad categeries by Ray (1981) as follows: matural risks.
which include drought, flood, weed, thunderstorm, erosion,
diseases, and peéts; social risks which include hazards such
as thefts, wars, change in social structure, techmology, fire
outbreak. Finally, economic risks which involve fluctuations
in prices due to demand and supply of product over period of
time and unexpected depreciation of inviestment. |

Warren et al (1989) has a different view that riak is
partly as a result of other business risks, such as production,
mrice, health, obsolescence and innovation risks. He advised
‘that lenders should check risk bearing ability measure
whether the farm operation can withstand financial losses
without being forced into liquidations or insolvency before
approiring loane.

In United Kingdom, Coward (1987) noted that.
'agriculture faces: significant risks related to weather
and disease. These risks and uncertainties. according to
him greatly influence the credit repayment of many loan

beneficiaries.
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2e502 The Nature of Agriculture
The nature of agricultural production among Nigerian

rural farmers makes it. rather dif ficult for external
finaneing. Obo (1981) stated that they are characterized by
small and fragmenfed holding which in most cases8 are not
economieally viable. Farmers often produce enough food to
feed the family with a little left for the market and their
method of farming which has not gone much beyord the
'traditional sStage. Mechanization he said is not practised
on a large scale and improved varieties of crops and
livestock are not widely usede. _

| Contributing.to the same pnbblem, Belshaw (1965).op1ne¢
that the characteristiecs of peasant farming which affect:
credit repagyment was that the faming enterprise waﬂ-mbre of
a social unit and less of a business than in developed
countries and often a considerable proportion of production
are for subsistence. All these do not make provision for
commercial agriculture and therefore farmers who go on credit
often default in repaymente. | ‘ |

Ruozi and Erzegouesi (1987) expressed a different

view when they analysed the flgctuations in yield as it
affects prices in America. They concluded that the
unsteady nature of agriculture has put many farmers and

cooperatives into serious finmancial crisis resulting into

1
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bankruptcy, This lead to decrease in agricultural produce

which makes farmers unable to service their debtse.

2.6 The Role of Client.

The client whether the farmer loan recipient or the
credit institution sometimes contribute to loan default
through one or a combination of the.following factorss
loan diversion, late approval and disbursement, poor.
coordination of credit with other agricultural services,
poor loan Size, low return from eredit use, and general
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 living.
Credit could also be use to meet the usual family living
expenses and emergencies. However, such use of credit for
consumpt ion purposé makes loan repayment difficult since the
money is net used to increase the family incomes
In Nigeria loan diversion to non-productive uses 1is
very widespread among farmers, resulting in high rate of

loan deliquency and defaults (Onyenwaku 1986).



33

24642 late Approval ard Disbursement of Ioans

Soﬁetimesvcredit institutions may fail to approve 1
loans in time ang as a result, the proceeds in cash or in
kind may reach the farmer too late for their specified use.
This results in loan diversion to other uses. DBesides,
shortage of loamable funds result in‘long delayé in loan
"disbursement even after loan approvale. The late approval
and disbursement of loan to farmers as reported by Onyenwaku
(1986) may be due to the rigid arnd time consuming procedure
for processipg loan applications coupled with a shortage
of wéll trained credit personnel.

According to research findings in QOyo State imn
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 wes made in May/June to 52 percent of the
applicants while the rest received payment in April. This
shows that the period of application to provision of fumd
ranges between four to nine months. Though the loan was
- needed for éarly maize, thé period of planting passed before
the loan was made available to the farmers. They further
showed that 87 percent preferred January and 13 percent

preferred Februafy for disbursing loans. This i3 to ensure
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timeliness, thereby to enable them to utilize the loan for-
various cultural practices necessary bhefore the commencement
of raine. . |

2e6e3 Poor Coordination of Credit with Other
Agricultural Services.

Agricultural credit among other things is involved in
increasing agricultural production. Theréfore, in providing
credit to farmers, it is necessary to consider other servipes
needed by the farmer. 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 profitabiy, a farm supply system that ensures that
cher farm inputé are available fo the farmer at the right -
time, in the re@uired amount and of the proper quality and
a marketing organisation which provides a convenient, stable
and~profitab1e outlet for the farmer's products. With proﬁer
coordination énd management, the loan beneficiaries will ;
realise reasonable prices ard be able to repay the

borrowed fund.

2e6.4 Loan Size in Relagtion to Need Indieated
by Farmers.

" Determining 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 ma& do a
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farmer more harm than good. Loans which exceed the farmers
capacity for reﬁayment'might put him into debt while
insufficient cred’it does not allow hiﬁ~to employ improved
practices to-make ratlonal use of his resourceS» |

Osuntogan and Oludimu (1981) reported a case where farmers
are given inadequate loan because the amount was. ecalculated -
based on the hectares which the farmer or group want to
cultivate. This method is beneficial in cost consideration
as well as in providing some means of evaluating farmers,
but in most cases, farmers receive considerably less: than
thelamount expected, if they are given any thing at alle. .

Fabiyi (1982) in the reported research, sbove,
showed that from 1976 to 1980 farmers in Oyo Sféte applied
for a total loan of ¥536,250.00 and were given ¥56,170.00
which represents 10.5 percent of the loan expected. Ijere
et al (1987) reported that out of the respondents who
received loan in Orba, 60 percent had up to ¥80, 13.3
percent had between ¥51 amd §100,'16;2 percent had between
¥101 and H150 while only one respondent received about
¥200 as loéh from esusu society. This low ratio |
percentages of loans granted to the percentage of loan
application expected Fabiyi et al complained have Serious
implications for the agricultural financing operation and’

has greatly reduced its effectiveness over the yearS.
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When a’borrower receives credit below his needs,, the loan
becomes g problem rather than a blessing. Such a loan
programmes are volunerable to high rates of default which
is a significant iinderance to a credit institution's
survival and a major constraint towards attaining an
efficient scheme. '

2.6.5 Low Return From the Use of Credit.

In making use of any credit facilities, the economic
benefit from the use of a loan may not be enough to pay
for the prineipal and the acerued interest on a loan due
to several factors. Some comtributors like Adegeye et al
(1985), and, Onyenwaku (1986) outlined, lack of profitable
technology which the farmer can use, lack of knoﬁ[edge,'A
skill and energy to put the loan to good use, poor market.
corditions for farmerYs output and poor weather and other
natural causeS over which the farmer has little or mo
control. All these reduce profit, worsen the farmer's
financial position and increase defaulte.

2,646 General Attitude of Farmers to Credit.

The sttitudes of Nigerian farmers to credit have
been described as highly discouraging by many authorse.
ASabia (1981) saw their attitudes as a most serious

problem facing agricultural lending, which result to the
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A high rate of loan deliquency, arising largely from
delibrate refusal to payback loans. This he said may
even occured when the farmer has a good net returne.
Gillette and Uphoff (1973) see it from a different
perspective by saying that a typical Nigerian farmer is a
member of an extended family which influences. his behaviour
ard decision making. The clan,. tribe,' society, govermment
and religion all influence the behavioural pattern which
is reflected in the decision making process of individual
farmers. These have effect on his attitude towards.
work and division of labour,. towards time and thrift,
towards credit and indebtedness, towards governnént in
general are all critieal factors influencing the farmer's
use of credit and his willingness to repay. Discussing this
attitude to credit, Bauman et al (1966) understood their
poor behaviour from cultural point of view. He pointed out
that \f.rhen these farmers obtain loans especially through
one aof the govermment institutions, the farmers 'regard the
loan more as a gift than loan and repayment of the
loan was a little or no concern to him.

24647« Cordition for Borrowing Among lenders

Loan conditions among lenders have been described
by many writers as contributing factor to default rate in
the Nigerian Agricultural Financinge. Ruozi amd Erzegouesi

(1987) James (1988) showed that in order to make loans,
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lenders require security that will reduce their risk or
loss.. With security, lerders have two sdurces of loan
paymenf, the cash flow ability of the borrower to service
the debt and if that Source fails for Some reason, the ‘
collateral value of the security. These collaterals
include, houses, far@s, machines and trees, crops ‘
while some request for gaurantors. These rules James (1988)
Saijd creat loopholes for defaulters a8 some prefer ldoaing
these collateral than paying back the loans.

Coward (1985) observed that security requirements
provides yet another obstacle. He reported that loans
amounts based oﬁ the value of security are unrealisable
ih case of small farmers.

Oné other important condition which creates problem
is the high interest rate charge by the lenders. Chid ebelu
and Ezike (1985) reported 6 percent to 100 percent among
indigenous credit sources, Seibel and Marx (1985)
report 60-100 peicent and Eze (1990) stated that high
interest rate tended to consume up the farmers profit
leaving him with very little or marginal profit, if any.
Such a high rate of interest tends to aggrevate or encourage
high rate of loan delinguency. |

Owan (1982) in his paper saw high inmterest rate at
75% as not a limiting factor for taking loan as many s8till

go for the loan. He believes that there are other factorsa
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outweighing the advantages of low interest rate that push
farmers to these informal sources. The reasons he gave ares:
accessibility and short distancé, simple procedures, no
problem with Security as the money lender is prepared to
accept what the borrower prefers, usually land or farm
crop. Others are minimum overhead cost in numerous visit
to lender, entertaimment of credit supervisors and payment
of sureties..

Onyenwaku (1981) also made an importanf contribution
when he wrote that the money lenders generaglly charge
exhorbitant rate of interest because of the risks imvolved,
and in some cases the farmers who pledge their crops,
land or housés have lost them due to their inability to
pay the high rates of interest. He however, pointed out
that the merchants and produce buying agents generally
make loans available to selected farmers but these are
on comditions which limit the farmers' freedom of
seiling and buying in a market of their own choice and
at the time most opportune to theme It is alaso a
precondition of loan that the farmer either buys from
or Sells his products to the merchants sometimes at a&
predetermined but in'variably lower pricese. -

2468 Forms of Ioan Disbursement and Repayment
The forms which lenders provide loans and forms

borrowers make repayment whether cash, kind or both have
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some effect on 1;he use and recovery of these loanse.
Many credit institutions in Nigeria provide credit in
cash form perhaps because it is more comvenient and
cheaper. This .cash payment comtributes to the mis-
management of loans. To elaborate this Fabiyi et _%_l’
(1982) opined that if cash is released at a time when the
planting date and time for various cultural operations
have passed, it encourages conversion of production credit
into consumption credit- which the farmers find difficult
to. repay. He suggested that provision of credit in kimd to
minimize diversioniof funds, would make the farmers not to
corwert the credit into other none agricultural ventures.

However, Ogunronbi (1974), in a study carried out in
Western Nigeria, obsServed that farmers resale inputs
supplied in kind on credit to obtain cash. He therefore,
supported 1dan in form of cash arguing that providing
in-kind cred it. involved purchasing and 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 amd the result
of such credit is inability to repay the lqan.

Berko (1986) focused attertion on the terms of
repayment and showed that loan default was quite low
during the Norwegian Church Agricultural Project
(NORCAP) irwolved in Agriculturalvde\'relopmvént',in Tkwoo.



! 4y

He reported thaf loan default waS because loans were
rep2id partly through :;rams, rice and partly through cashe.
In this way, credit was linked with marketing and this
facilitated not only the granting of loans but also their
repayment. Hence, out of the short-term loans of about
N25,000.,00 given in kind and cash, about 90 percent of
these were recovered at the end of every season. This
leﬁt about 10 percent.default ratee.
2.6.9 Loan Management

In.évery developing country where the level of
~education and skill are low, credit managEmehx has
always been a probleme. F.A.Os (1964) examined the
need for credit management ard noted that new approach
to agricultural credit should consist of supefvised
cred it combined with agrmcuiw.ra.L enterprise and coopera-
vives., Such guidance will open opportunity to small_‘
farmers without tangible assets for security needed by
credit policies. At a close cooperation, the lenders
will be more eager to issue credit. This could result
in the achievement of much needed agricultural development
of any mtion. It further noted that supplying of capital
to farmers without showing them how to effectively use it
oftén result in an over indebtedness of farmers and large

losses for the credit institut ionse.
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Barl ard Horald (1954) advised on a better way of
: managing credit. They complained that when a loan fglls
due before the most profitable time of sele, income is.
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
ﬁroduct. Fof this reason, the farmer shbuld allow for
some margin of safety.when arranging the length of the
loan to parallel the time it takes to recover the
borrowed capitai investment.

Further contribution by Johnsom (1982) showed that most
farmers can easily pay the interest on borrowed capital but
they oftén find it hard to pay the principal. He Suggesied
that good financial management improves repayment capacity
ard uses gs much credit as is profitablé thus raising net
income. He maintained that to improve repayment capacity,
Planning repayment to coincide with income, extending
repayment time, planning and running the business to minimise
overhead cost thus raiée net income and stressing enterpfiae
with quic_k turnoveij is important. While emphasisimg on the
ﬁmpbrtance'of géod cred it management, Igben(1972) found |
that the non-existence of individual entefprise with the
knowledge, skill and energy to puf the loan to good use

appears to be one of the major causes of poor loan repayment.
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This is the case because without good returns, such
enterprise cannot reglise ehough income to affect the
Principsl and the accrued interest.

'Among other contributors are King (1976) Ckorie
(1983) and Nwoke (1986) who complained that the major
Problems with loan management is the diversion of loaﬁ
funds to.non-productive uses as well as from illiteracy

which is highly prevalent among farmers.
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CHAPTER THREE

31 TYPOLOGY OF INFORMAL FINANCIAL
ORGANIZAT ION.,

There are many different types of informal firencial
organizations in Nigeria and Nsukka zone in particular;w@ggV
One thing to be noted about these typologies of mutual
contribution ard credit %nstituhi@ns is that.there is no
clear-~cut line of demarcation among them. TheSe organiza-

gtandardi zed ,
tions have no / rules and regulations guiding their

Structures, organizations and operations. All involved: one
kind of financial contribution or the other. As a result, *
opinions have contimed to vary among various authorities
on the best way to classify the informal fimancial SRR
institution. For example while the FAO (1964) took a purely
traditional view point in identifying basically two types |
of credit societies namely: "rural thrift and credit society".
Adegeye (1978) adopted entirely different approach by
lumping, generally, credits and thrifts seperately amd ealling
them - "co-credit" and"Co—thrifts". |

Irrespective of the approach adopted in classifying
them, the fact remains that there exists different types
of thrifts amd credit associations in the traditional

societies who organise one kind of financial mutual éid
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Scheme or the other to mobilize savings. The study
therefore, was centered on ten viable informal lenders
onlyg

3elel Man's Family Meeting or Association

| This group is am association of male folks with hblood
relé,tionship. They live within a geographical area and
meet on regular basis mostly every month to discuss the
welfare of every member ard the entire family. Such
meetings serve a ldt of purpose, including financial aids;
settle family squabbles among relatives. Many of them
engage in various socio-economic activities to improve their
welfare. They are common in several areas of Igboland,
especially among Ohaozaka people in Imo State.’ (Fweze 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 meeded.

341.2 Isusu (Revolving Contribution)

This is an informal financial organisation found:
to be very common among the farmers in the various
communities and is the most wide spread. It is an
association of people for the purpose of contributing
fixed sum of money at regular internals to meet the members"®

various needs. Such members have trust and confidence in
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themselves, and mostly living in the Same localitye
One person is usually nominated by the group as the
Co-ord inator..

This type of informal financial arrangement

differs from others in the following ways:

(1)

(ii)

Se1e3

The contributions revolve among members. That is',
where there are six members contributing fifty
Naira (¥50) each per month, after each months:
contribution, one of the members takes it. This
goes in rotation until all have benefitted from the
contributions. A more general r2me such as savings
and credit associations seems more acceptable 8ince
it covers both the rotating anmd non-rotating types
(Seibel ard Marx, 1984).

Membership in the ones surveyed is relatively very
sSmall ranging between 4-30 personS. Each member
chooses when he/she wishes to receive the money
depending on his or her farming programmes.

Christmas Thrift Furd

This is the informal firancial organisation foumnd

to be very common among the rural farmers and ‘other allied

workers. As the name indieates, this type of savings

scheme has as its primary objectives, saving towards

Christmas festivities.
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Christmas thrift fund among the persons
surveyed usually starts in January of every year
with the first rourd of contribution, while the last.
contribution of the year comes up in October. This
is to emable members get their money back in Noyember
for all the ne cegsary puréhases for the Christmas
Celebration before prices of items begin to rise.

Also in the November meeting all money loared out are
returneq with their interest.
3e1e4 Farmers' Agsociation

This association comprises farmers within ‘a locality.
It is found among farmers of different crops an@ animal
productions. The formation cut ?,brosa‘ all age groups
of farmers who can meet the financial obligationse.

They usually hold their meetings monthly. Farmers
who make up the membership have no Special relationship -
except that their farming activities are centered in
an areae Such association give loans to members b6th in
kind and cash. Atimes they do rotatory farming among
their members, and membership is open to any interested
farmer.

3;1 -5 Qown Un:j_.g)n.

Town unions are organisations formed by persons
from the same town, community, clan or loeal goverrment

area who reside in a place far away from their home place.'



48
If may be in urban or rural areas and usuallly meet on
regular basis to discuss issues about general welfare of
members and home. They equally mediate gmong quarelling
members and bring to order any deviating member. Since
they operate in Urban areas far away from home, town
unions have their 'parent; or national body at home which
coord ingte the activities of the union branches scattered
in the urban areas. It embraces all ages, sexes, and
pProfession provided from the defined area.
3e1e6 Bocial Clubs:

Social Clubs are post-civil war phenomenon in
Igbolande They aroSe as a means to haéten the resuscitation
of social life which was lost during the civil ware This
search for renewed social‘life was eipected because the
Igbos, like his Yoruba counterpart and other ethnic groups
in Nigeria cherish social life very muche.

They serve as a traditional form of insurance which
provides fimancial compensation or support to members. when
the need arises. Members are usually of diverse inmterests,
Sex, ages, Status, and faithe.

3617 Married Women Associatione.

The group is made up of women who are married
within a specific geographical location. It is the only
organisation that membership is mandatory to all married

women within the scope of coverage. Their aims are to
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participate in the community development, give fimanecial

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 activities. The
eldest woman automatically becomes the chairpersone.

3e18 Village Administration Constitutions

As the name implies, it is an associlation
compr ising males of mature age within a community or
loecalitye The administration is entirely for every
member except for very few_decision that can be taken
by the of ficers, especially in the studied area.

They engage in various big projects like village
halls and roads. Their Sources of finance are through
levies, fines and interest that accrue from their loan
schemes Such associations have no time 1limit as the
administration is always handed over to subsequent
generations. They are common in many communities with

developmental orientation.

3e19 Age-Grades
Age grade is a voluntary social organisation made
up of individuals, men ard women, born in a space of 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 (MWukwe, 1971). In the
study area, age-grade is a very progressive association
that has participate greatly in community development.
They form the bulk of the associations in the study area.

They are fourd in many parts of Igboland including
Njikoka, Idemili in Ammﬁra State and Ehalumona in Nsukka
Local Govermment Area of Enugu Statee Most of their
projects are implementated Ithrough levies. This
institution equally grant loans to members who need
financial assistance at little or no interest.

2e110 Money lender

Money lenders are imdividuals, who, possessing
excess loanable fuhds or with access to the same, are
willing to lend them to needy persons at a fee (Ijere, 1986).
They grant loans to any interested person who can be
guaranteed except that their activities are confined to
few known localities and personse

They do not discriminate against any Sex,. ages
tribe or profession. Moreover, their loan is
characterised by timeliness, regularity and ease of
delivery in the place amd amount desired. Their
transaction is based on credibility and ability to repay.

They give the highest loan per individual among the
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informal lenders' as found in the study areae.

5.2 Qrganizationg and Operations of the
Informal lending Organisations.

The organization SuggeSt a division of respomsiblities:
and functions. Informal institutions otherwise called
self-help organization are designed to suit their respective
functions and peculiar circumstances. Xach of the
organization formed has a defined aims and objectives even
though there are similarities among many of these informal
organizations.

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, ard
secretary could be elected or appointed és the case may
bee In certain situvations, the oldest man could assume the
roles of a chairman and the treasurer. Membership ié life~

long and qualifieation is attaimment of adulthood, which.
goes simultanously with the initiation.

The isusu/thrift groups are normally headed by a
committee consisting of a chairman or president, a
secretary and a treasurer who are normally elected
at the beginning of each session. Normally their momey
is put in a safe or box with the treasurer keeping the

box/safe while a co-treasurer keeps the key to the safe/box.
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The elected treasurer keeps records relating to contri-
'bu.ti'onS, levies and fines, credit and interest charges
while the chairman presides over meetings. These officers
may or may not be remunerated depending on the arrangement.
This form of informal fingncial arrangement is so typical
of the traditional financial organizations. The arrangement
is so informal that ion—members hardly recognize their
existence. It is often kept as a top secret among the members
unlike the othef informal groups, which are well known by
non-members.'

Christmas thrift funds normally, have three elected key
officers comprising the Chairman, the Secretary and the.
Treasurer. Meetings are held monthly presided over by the
Chaii‘man. |

These groups are guided by written constitution which
provided for the activitiés cazjried out in the current year.
The members agree upon the minimum and maximum amount to be
contributed each time they attended the monthly meetings.
Between these lower and upper limits any membei' can decide
on how much to contribute. Attendance is compulsory for
every member wﬁile absentee from the meetings attract fines.
The fines ranged between One Naira and Five Naira depending

on membership.
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For the farmers" groups, the offices of the

Chairman,. Secrefary and Treasurer are through election.

They usually hold monthly meetings presided over by the

chairman. The association is open to both sexes except

that only males show interest and registered with thems

They are guided by the unwritten constitution initiafed by

the members to suit thems The term of office is imieterminate.
However, it depends on the trust membaers héve on the

execut ives. The primary interest of this group is to assist membe
" both in kind and cash as their need arises. '

Town Unions and Social Clubs are more sophisticated than
family meetings, isusu, christmas fund and farmers associations.
However, social clubs are required to register with the State
govermment s through the Social Welfare offices in the local
govermment areas which ceme under the Ministry of Social
Welfare, Youths, Sports and. Cultures. The criteria used in
admitting members into Town Unions and. Social Clubs include
marital status, place of origin, sex and Socio-economic’
characteristics of the inlividuals. Their organizational
set-up are such that the general assembly stands above all
A other arms of the group. They elect officers to run the
af fairs. of the organisations and conduct monthly meetings.
Offiecers include the Chairman;Viée-Chairman, Secretary-
.Gereral, Financial Secretary, Treagsurer and Publicity

Secretary. Within the hiararchy of each club or union,
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committees such as finance, projects,burials, ceremonies
etce are set up and chargediwith the execution of the various
functions. of the club. (Omumomi, 1980). The house also
appoint Patrons who over-see the activities of group and
act as the 'father' of the club. Such appoimtments is
life~long except where the person opts out or the association
may decide to drop such a person for none performance.
| The married women groups and the village administration
constitution are closely related in their aims and ebjectives
except in Sex. They all engage in community development,
maintain the norms of the society. Officers of these groupa
are normally nominated with the oldest person as the chairman
or chairpersone. However, most of their activities are decided
by the general assembly. Other offices are Secretary, Public
Relat ion Officers otherw1se ca.lled the town eriers. The post
of the Treasurers may or may not be different fram the
Chairman, as much of their funds are. either loaned or
entrusted to the Chairmane. Their difference from the family
meeting is that membership are people withoﬁt any blood
relat ionship. .

The organization of age grades falls in Iine with the
general pattern of most traditional self-help ‘organizat-ionﬁl:.
Officers are elected anmually. They are usually those
who must be trusted imdigens and capable of cooﬁinating“
the activities of the groupe Other qualities usually
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character, dedication to duty and socio-economic stafirss—

A distinguishing characteristic of age grade organization
'is the division of community into a number of age gredes.
They execute many project in the community such as the village
hall, and rural electrification.

Money lenders are individualistic in nature in the
Sense that the propretor is the sole organizer and takes
decision alone on the organization and management of the
institution. Atimes the manager employs the service of
relatives or few workers who help in the collection of

loaned moneye..

55 Contributions and Funds Management.

The contribution arrangement among the organizat ions
studied vary from one place to the other. This, however,
depend on the type and functions being performed. In |
every organization except money lenders contributions are
made weekly or monthly depending on the decision of
members. Amount contributed may depend on the income level
and target of the group. Funds are built through levies,
regular contributions, fines, interest from loaned monies,
and investmentse. At the erd of the cycle, the contribut.ipns
are shared equitably among members, in the case of Bavings
clubs. In rotating clubs, the total amount colleected during

the meeting is handed out to one members according to an
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agreed order. Others contribute money amd save it for
executing project and the smooth running of the groups
eSpeciglly the age grades. Sometimes the money is loaned
to needy members provided such loans meet the approval
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.



A 5T
CHAFTER FOUR

PRESENTATION AND ANALYSIS OF RESUILS

4.1 Farmers' Characteristics.

The farmers' background informétion are necessary
because they influence the management of loans. Thus, the
sex composition, age distribution, marital status, level of
education and farming experience are shown in table 1.

Among the 80 respondents 65 (81.25%) are males while 15
(18475%) are females. Some organizations are homogenous
either males or females completely. This is because of the
reture of sueh organization. In farmers4assoc iation,

family fund pool, village administration constitution, money
lender ard age grades, males dominate because men are b‘ettei
at organising them. The married wamen association has. only
women aS memberse.

The ages of the respondents ranged between 20 and
69 years.. The highest proportion of respondents had the
ages between 40 and 59 years (65%) while those with ages
between 20 and 39 years were about 28.75.%. ‘Those
with ages of 60 years and above had the least proportion.

The greater number of the respondents 71 (88.75%)

were married while nine (11.25%) were single, seperated,
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~divorced or widowed. The situation is attributed to
the conditions for membership of most organisationse.
Only very small proportion (18.75%) had no formal
educetion. While, 33.75%, 35% and 12.5% of the
respordents had primary, secomdary and post secordary
edueation. This was as a result of the type 6f
organizations surveyed especially the relatively young
age gfade associations whose members were educhted.
A good proportion of the respomdents 34 (42.5%) _
had farming-experience of between 11 arnd 20 years while
32 (40%) had above 20 years. About 18% had less thanm 10 years

farming experience.
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Dlstrlbutlon of Respondents acCDrdlng to their Background character-stlcs

Table I
' Among the Informal Financial Organlzatlons Surveyed

sharacter- Claésifi- S ;nformal Finaﬁcigl Organizatioés ! -
sation i cation Isusu | Xmas PSOCialf 28 late iy T, %g, f o | Sub { Grand
(Fund Llub - gG |fgn dws (LTSS IS4 §¢ ¥ | Total | Total
q < R 550 g5 9 @S'S 0 c v < T \
: oy DO N bufyf Exa (DO =
T . : ! J j
Sex ' dale 6 7 7 8 5 8 - . . 8 8 e T 80
somposition | : (7.5) (8.75) (8.75) (10) {(6.25 : (10) N (10 | (o) - (10) (81.23:
© Female P2 1 ol - 3 - 0 ; - - . - 15 (100
| (2.5) (1.25) (1.25) (0) [(3.75) . (0) (10) (0 | (@ (o) (18.7%: |
Age ? : 1 2 1 - 3 4 5. - 1 6 2:
Range - 20-39 (L.25) (2.5) < (2.25) ({0) i(3.75) . (5) (6.25)5~ (0) 7 {1.28) (7a5) (28.- 80
(Years) 1 7 6 .7 7103 . 3 3 7 > 2 . be (100) .
4Q=59 (8:75) (7.5) _ (8.75) (B.75)(3.75) (3.75)  (3275) :  (B.75) - {5.25) (2.5} (65
1 » - - - 1 7 - 1 - 1 C2 - 5
| 60 & above  (0) (C)  (0) (225} (0)  (1.25)  (O) (1.25)  (2.5)  (0) (6.2%
Marital : 3 1 - - ; 2 2 - ' - 1 - 9 ;
Status single (3.75) (1.25) (0) . (0) (2.5) (2.5) - (0) (0) (1.23) (O (21.27) 80
Larried = 5 V] 3 8 6 3 8 8 7 & 71 (100)
(6.25) (8.75) (1)  (10) (7.5)  (7.5) (10) (10)  (3.7:0 o (88,72 -
Formal - - - Lo 1 2 4 3 1 - 159
sducationzl © one (0) (0) (0) (5) (1.23) (2.5) (5} (3-75)  (2.75; (O (18.7% 80
Level | 3 - 1 N L 2 1 5 5 e 27 '
rimary (275 (O) (1.25) (5) (5) (2:5)  (1.25) (625)  (6425) (2e5) (33.75 (100)
: A .2 g 5 - 3 3 - e 5 28 .
- Secondary = (2.5) (7.5) (6.25) (0) (2 5) (3.75)  (3.75) (0) (2¢5)  {5e25)  (35.cC
,  Fost 3 2 2 o om -1 - - - 1 10 .
Secondary  (3.75):(2.5) (2 5) - (0) (1 25) (1.25) (0) (0) {1e2F (12.5
Farming ; ., 1 - 1 - 2 4 .- 14 |
sxperionce | Less than 10(1.25) ((0) (2 5) :(l 25) (1 25). (0) (2.5) . (5) (2025) _(C) (17.5: ;80
4 : ce " I 3 7 3 I 4 = Kl ‘z]; Q
(years) b11-20 L 0 (3.75) (2.5) (6.25)‘(6.25)5 (8:.75) (3.75) (5) (5 (1e25)  (B2.5 (100)
| N |7 5 L 2 1 L1 3 - 2 7 32
| lore than 20(8.75) [(6.25) (5) (2.5) (1.25)] (1.25) (3.75) (0) (2.5) {8752 (4O)
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4.2 Anmual Income of fies_gondents
_ The respondents sources of income included farm
and none farm whic;h made up the anmial J‘;ncome as shown
in table 2. |

'Table 2 shows that about 9% of the farmers had
farm income of below H1000.00. About 53% which
constituted the‘majority of the farmers had farm incomes
between H1000.00 and #2999.00. Also 26.25% had between
F3000.00 and ¥4999.00 while those ranging from H5000 .00
ard above were 11.25%. '

For the none—farm incomes 6.25% of the respondence
had less than ¥1000.00 while about 22.5% had between
¥1000.00 and ¥2999.00. About 52.5% had between H3000 .00
and ¥4999.00. The none-farm incomes indicated by the
respondents are from trading 58% artisans 31% and civil
service 9%.

In gemeral only 1.25% had 1ess than ¥1000.00 a8
total anmal income, while about 8.75% had between
- #000.00 and ¥2999.00. Others were 55% who indicated
between H3000.00 ard ¥4999.00 and 35% had H5000.00

and above.
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Table 2: Percentage Distribution of Respondents
According to their Farm, None-fgrm and

Annmual Income.

Farm Income #Egg;g:rm Agggggifﬁi‘ ne
Ty o]t T ® | Frewener| 5
00-499 1 1225 1 1 1.25 - : -
500~999 6 745 4 5 1 ! 1025
1000-1999 25 {31.25] 6 7.5 0 3 | 3.75
2000-2999 18 22.5 1 12 15 ! 4 5
3000-3999 | 12 i15.001 16 | 20 i 15 | 18475
4000~4999 9 11.251 26 {325, - 29 ! 36425
5000~ 5999 7 8.75] 5 6,25 15 { 18.75
6000 ard above| 2 2.5 1 10 1245 13 j 16425 |
Total- 80 100 80 100 80 i 100

4.3 The Farmers' Farm Sizes,.

A total of 203.32 ha of farm land was put into use

by the informal loan beneficiaries - with a mean of 2.65ha

per respohdent during the 1990/91 cropping season. This

result agreed with the findings of Mellor (1966), Nwoke

(1986) and Diehl (1982).

They indeperdently reported

farm size range of 0.4-2.5 ha among small holder farmers:

in Southern Nigeriage
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Table 3¢ Distribution of Respondents According
to fgrm Sizes During the Survey Period

Farm Size * Number of
Range( ha) . Respondents. Percentage(%)
Oo1 - 1.0 T 8.75
1e1 = 2.0 22 27.5
20-1- - 300 26 32.5
301 - 400 12\ 15.00
41 - 5.0 9 11.25
501 - 6.0 4 ! 5
Total ' 80 100

Some Field data 1991

From table 3 we could deduce that most of the farmers
farmed on farm size range of between 1tha -~ 3.0ha, (60%).
This would not only encourage them to invest but would
induce better enterprise combinations and hence be in
position to offset whatever debt incurred during .
production.
4¢4 Natufe of Farming Activities.

Table . 4 shows the types of farming practiced by

the respordents in the studied area.
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Tgble 4: Distribution of the Farmers According
to _Their Types of Farming.

Type of Farming No . %
Mixed Farming 35 43 TS
Food Crops Farming only 29 36425
Food and tree Crops Farming 16 20.00
Total 80 100 .00

Source Field data 1991

Miked farming 43.75%-18 more common in the area.
According to the respondents, some keep goats, pigé,
sheep and cattle (West African dwarf) while others have
backyard poultry at subsistence level and these practices
help a lote Farmers sell these animgls during farming
Season and money realised is used to hire labour, buy
seedlings and othér inputs.. Also mahure collected are
used as subsistitute to compound fertilizer. Next is
food crops farming 36.25% which the farmers admitted
help in feeding the family while 20% engage in food and

tree crops..

4.5 Farmers Reasons for not Bofrowigg From Informal
Financial Organigatione.

Only 8 respondents or 10% of the 80 respondents
indicated that they had no loans from the informal

organisations within the period umnder study. Table 5 shows
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reasons admitted for not borrowing. Multiple reasoms
were given for not benefitting from such loans. ”
About 63% of the 8 nom-beneficiaries. inlicated that they
had no need for the loan. Others imncluding 50% considered
the amount too small for their needs and 37.5% indicated
fear of misuse, About 25% each gave reagsons of afraid of
erop failure and high interest rates while 12.5% each
represented farmérs who had no willing lender and did not
belong to any lending organisatione
Table 52 ‘Distribution of Respondents According to

easons for pot Borrowing from the
Informal Organisations

Reasons Frequency %
. (1) No need for the loan 5 62.5
(2) Fear of Misuse 3 3745
(3) Afraid of 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
organisation. 1 125
(7) amount is too small for any
: business 4 50

*Multiple responses were recorded.

Source - Field data 1991.
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4.6 Corditions Fulfilled Before (Obtaining Loans
From Informal Financigl Organisgtion.

As presented in table 6 below, 22.2% provided collaterals
before they were granted loans. Such collaterals indieated by
the farmers included, tree crops, farm implements, household
and electrieal appliances, and land. Others are 55.6% who
indicated providing guarantors only, 1.4% ind ieated oath
taking. According to the respondent, he was asked to collect
the money from a shrine, after appealing to the oracle as
directed by the Chief priest. However, 20.8% had their loans
based on goodwill.

For those who imduced the officers either by gift in eash
or kind before loans were granted to them none gave anything,
thus 100% of fered nothing to obtain loanse.

On feasibility studies as condition for obtaining loans.
5.6% indicated they presented, while the majority 94.4% did
not presenf anye The feagsibility studies were required where
the borrower's gllocation 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 realise. For example a man who
borrowed from his age grade to produce Soya beans was asked
by the offiéérs to present how possible he could grow it in
their area. This was because they were in doubt whether he

could get money to pay back the loan collected both in cash .

and kind.




Table 6:

'M'* v
s

Provided Cellaterials
Provided guarantors
Oath taking

Others (goodwill)

Total

66

Distribution of Borrowers according to Conditions Fultilled

Before Cbtaining Loans

Provided inducement of officers Provided Feasibility studies

’ Yes NO . Yes No

Frequency % . Frequency % Frequency . % Frequency % Frequency %

16 22.2 - - 16 22.2 - - 16 22.2
ko 55.6 - - Lo 55.6 3 4,16 37 51.4
1 1.4 - - 1 1.k - - 1 1.k
15 20.8 - - 15 20.8 1 lelt 14 - 19.4

2w 100 (o) o) no* 100 4 5¢6 68+ bl

Source: Field Survey 1991.
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4.7 Time Taken for Obtaining Ioan by the Farmers

The length of time spent between the date of
“application and disbursement of loan in important to a
farmer. This is because farmers demani the loans for

specific uses., In> table 7, 69.4% of the respondents

spent between 1 day and 7 days, 5.6% spent between 8 days

and 14 days (2 weeks). Other categories are 2.8% which
spent 15 to 21 days (3 weeks) while 22.2% spent 22 to
28 days (4 weeks). Most responients 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 Farmer According to
Time they Spent to Obtain Ioans.

Time (days) : Frequency %
1 -7 . 50 - 69.4
8 - 14 | ' 4 | 5.6
5= 21 - 2 2.8
22— 28 , 16 22,2
Total T2 100




68

Field Survey, 1991.

Table 8: Months of the Year logns were Mgde

and were due pmong the Informgl

Organisations.
Time of No of Loans % of Loan No of % of
Year Made Each Made Each Loans8 Due Loans due

Period Period Bach Period | each peried
Jan-Feb 11 153 5 6.9
Mar-Apr 23 3149 10 1349
May-June 10 139 T 9.7
July-Auge 14 19.4 1245
Sept=-0Oct. 12 167 8 111
IQOVo—Degro'_ 2 258 33 4‘509
Total | 72 100% 72 _100%
' Source:

About 61% of the loans were received during the months

of January to June which correspord with the cropping

season in the study area. AS expected too, the "'due'"’ dates:

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

of Septeﬁxber to December when eash is available from Sales .

of most crops.

Repayrﬁe'nt of the entire loan along with 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 C(Classification of Accecording to the
Types of lLoan Obtained.

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

respordents have short term loans while 2.8% indicate
med ium term ard none has above 5 years. This may

ird iecagte that most borrowers use thé loan for projects.
that have life span of 1 - 2 years. This has ita
implication in both agriculture amd the farmers. income.
For instance, the none involvement of the fanﬁer&'in.
tree crop production would lead to decrease in the
production of suech cash crops as éil palm, cocoa,

rubber etce. that are essential for industrial development.

Table 9: Distribution of Farmers pccordins to

the Terms. of Loans QObtained

Type of loan Frequency %
‘Short term (1 = 2 years) ' 70 97.2
Med ium term (2 - 5% 2 2.8
Long term (above 5) - -
Total 12 100

' Source: Field data 1991.

4.9 Distribution of Organizations Surveyed
According to Their Interest Rate Ranges.

Seventy percent of the informal organizations stud ied
charge interest rate of between 1% and 10%. This rate is
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not only cheap, but it is glso assumed to bélwithin"
the reach of most members. Yet borrowers do not
repay in time and this tenmd to affect the operations

of the organisationse.

Table 10: §gowé the Interest Rates Charges of
the Organizgtions According to

Interest Ranges.

Rangzes (% per month) Freguency %
{1 -5 3 30

561 = 10~ 4 40

10e1 = 15 1 2 20
15«1 and above | ‘ 1 10
Total : 10 100

4.10 Borrower's Views About the Various
Interest Rate

Table 11 shows the borrowers views as they feel
about the interest rates. This is important in the- -
study area because borrowers preferred fo pay lessa
interest. Most of the respormdents 54% considered -the
interest;fate charged as moderate.  These are farmera who.
obtain loans from the organization they belong. However
“borrowers from money 1enders considered theii chargea |
very high as well as those who obtaineq loans from

organizations other than theirse
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Table 11: Shows the Respondents According to
the Interest Charged by the Lei‘ﬁ;ng

" Institutions
Farmers: Response Fr eQue necy %
Very High . ' 10 1349
High " | 17 | 23.6
Moderate 39 5442
Low | 6 8.3
Tot 12 100

Source: Field data 1991.

4.11 Purposes of Borrowing

Parmers who borrowed from the informal lending
organizations used credit for a wide range of farm ami
non-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 borrowerse. » |

About 35% used the loan in paying for hired labout
and this constituted the largest single use of credit _'
-j'udged lby 'the mumber - of borrowers. using credit Tor tite T
puxfpose.'v ‘The amount of funds respondents used for
this purpose is also an indication of farmers! prior:LttiéEt
for the use of such loans. This proportion of credit ‘-
used for labour related purposes is attributed to labour

shortage which ¢ould 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
feftilizer‘and seeds which constituted 8.4% of the total
responses. Altogether, a total 6f 31 borrowers or 43.1% of all
loans were used for agricultural purposes, while the remaining
which constitu¥ed the majority was used for other non-farm
purposes. ' |

It follows therefore, from the above that these
inf ormal lending organisations £ill the gap created
by the insufficiency or outright non-existence in some cases,

of formal financial institutionse

Table 12: Distribution of Respondents who Borrowed
from Informal Filmancial Organizgtions for

pifferent Purposes.

Ttem/Use Frequency Regggize(%Q
Hire Labours 25 34.7
Buying Fertilizers and Seeds 6 8.4
Pay School Fees 11 5.3

- Trade 5 6.9
Settlement -of Medical bill 7 9.7
Build/repairs houses 1 1.4
Social Obligations 10 139 -
Purchase of houlshold goods 4 5.6
Settlement of previous debt 3 4,1

Total 72 1,00
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4.12 Borrowers Performance amd Produce Utilization

Assertaining performances in terms of production and
income became necessary because they can determine whether
the borrower can repay the loan or not. About 51.4%
constituting the majority indieated good productibn and 65%
indiceted having received higher income. However, 5.5%
indiecated that thvey had excellent production while 8.4%
indicated low production. These performances. must have
- resulted from the borrower's external enviromment such as:
weather, cost of labour and management gbilitiesic For the
borrowers who had excellent performence 75% had higher

incomes.

Table 13; DRDistribution of Borrowers According to

their Production and Income Performgnce

Product iogﬁ Performaneg Income Performance
“ - : A Higher No Change Lowgr
Response |Freq.| % Freq{ % |[Freq.]l % | Freas] % -
Excellent | 4 55 3 75 1T 125 - -
Good 37 | 514 23 | 62.1 | 13 |35.1 1 |e.T
Fair 27 3467 6 22.2 | 20 |74 1 36T
Poor 4 8e4 = - 1- = 4 100
Total |72 | 100 32 44.5 | 34 |47.2 6_18.3

Source: Field Survey 1991.
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The farmers had various uses into which they put
their products. In table 14 are the uses indicated by
them. The importance of this utilization is to know
whether the farmers realized enough income for the
repayment of the loane. About 88.9% or 64 respondents
accepted that they consumed part as food, while 80.6% or
58 respondents said they sold part to get some money.
Others included 65.3% who stored for future use and 34.7
who were generous and gave out some as giftsltp friends and
relatives. Only 12.5% accepted they sold all they pfoduéed
to get money while 6,9% indicated they consumed all produc¢ed
as food in the family. Farmers who indicated they sold all
to get money were those who sold their crops in land before
harvestinge. |

Table _14: Distribution of Respondents Accordigg
to Produce Utilization. A

Utilization Method *Frequency *%

Consumed all as food : 5 6.9
Consumed paft as food 64 ' 88.9
Sold all - 9 12,5
Sold part . . 58 .6
Gave some out as gift ' .25 1 34.7
Store for Future use | 4T _ 653

*Mult iple responses were recorded.
Source: Field data 1991,
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Table 14 indicates that most of the respondents
have consumption and commercial motives of production
though the former tends to domirate. This situation not only
affects their fepayment abiiity, but also affects their
living standards. |

4.13 Concepts of Borrowers on Re payment
Arrangeme pt .

Table 15 shows the farmers feelings about the
repayment arrangement which about 9.7#% considered excellent
while 45.8% considered good; Borrowers who indicated yﬁel.
repayment . arrangement above were members of the organisations.
They benefit both by o;btaining loan andi share of the intarait
that accrued to the organization. These:categories who
conéidered them fair and poor borrowed from money-lenders
and the institution which they are not members., PFurther
more their loans were due for repayment when their form
produce were not ready for harvest and sSubsequent 8ales.

Table 15¢ Distribution of Farmers ViewS on
Repayment Arrangements.

Farmers Response Frequency %

Bxcellent : 7 : 9.7
Good o 33 45.8
Fair ‘ 17 23.4
Poor 15 20.8
Total 72 ' 100
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4.14 Loan Distribution and Repayment Level
jmong the Informal Ienders.

Table 16 -shows. mmber of the loan beneficiaries,
the amount given and the repayment level in the ten
informal lending organisations surveyed. Also in
the table are the percentages for total loan given
by each organisation and the average arhount per
borrower, from 1987 to 1990. The mmber of beneficiaries
ranyed between 61 farmers from town union that had fhe
least and 223 farmers from social clubs that had the
largest nmumber. A grand total of 1166 farmers
‘benefited from the instifutions within the period
reviewed.

On the average amount granted per borrower,
the Money Iender had the highest of about 3’733 and
Christmas Fund had ¥364.3 while Men's Family Meeting
and (isusu) Thrift Group had as low as ¥95.5 and
#130.3 respectivelye

'Others were the recovery rates recorded by
the var'io‘us institutions. Town Union recorded the

highest of about 95.8%, Money lerders, Christmas
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Fuhd and Men's Family Meeting had 93.7%, 92.3%
and 90 .3% respectively. However, the Village
Administration Constitution otherwise called the
Community Development Committe_é (epC) and Age Grade
had 68¢5% and T6.8% respectively. Even though these
institut ions were seen to have had different
recovery measures, what mattered most was the
seriousness of the member in implementing theme
Those who had low recovery claimed that the officials

did not invoke the constitution as at when required.
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Table 1 * Loan Distribution and Repayment of Informal lenders From 1987 to 199(_)_
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s

Average

Repay-

Source: Field data 1991.

215176

_ Total Total Amount | Percen- Total Total
. F . Number of | of Ioan tage of | amount | Amoung of] amount X | ment
Informal Lerding Organisation Loan Given| Disbursed(¥) |Total per Loan Due | Lo2n level(%)
' : Loan(%). boz:rciweﬁ for repay| repaid H){
e o m st M ey . & . -
Men's Family Meeting P22 20, 240 Te14 95.5 | 17360 15680 90.3
Tsusu/Thrift Group 145 18,890 6465 130.3 116400 14084 85.9
Christmas Fund - 106 38620 13.62 | 364.3 {32751 | 30235 92.3
Farmers-Association ‘84 17960 6.33 | 213.8 |15200 12440 81.8
Town Union 61 13710 4.83 | 224.8  [12330 11805 95.8
Social Glub 223 58364 20,58 |261.7 |51895 45388 87.46
Married Women Association: 67 10255 3.61 | 152 9249 8272 89.4
V Villagef};dmihistration Comstitu- | }
fion 101 14722 5.19 |145.8 110842 7431 68.5
Age Grade 75 23450 8.27 |312.7 |17437 13396 76.8
Money Iénder 92 67435 - _p3.17 {733 60215 564 45 93.7
Gram Total 1166 283646 100 |263.39  [243679 86.1
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‘4.1'5«‘ Loan Repgyment

Fresented in table 17 is the loan repayment
per formance ’of the res3pondénts. About 8.3% of the
loan _benefiéiaries did not repay their loans at all,
23.6% made i:ar‘bial repayment wﬁile the majority of
© 6841% had full repayment.

Table 17: Distribution of Borrowers Accoringz to
‘ their level of Repayment. '

Regaevyrgint Prequency %
Zero repayment 6 863
Partial repayment | 17 236
Full repayment : 49 "~ 68,1
_Total 72 100 «00.

Sources Field Survey 1991.

A further investigations for reasons why there were
variations in repayment revealed as follows: -

4+15.1 Reasons for Full Repayment.

Of the 49 respondents that fully repaid their loans,
34.7% (17) ~reprid to emable them obtain éno‘thef |
loan, 20.4% indicated fear of being called debtor, é;nd
18+4% indicated did not want to face an& mharassment. )‘ "
Others represening 12.2% wanted to maintaigl their social
status, 8.2% felt it was due for repayment while 6.1%

indicated that they loaned out the money to other people
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and collected at maturity and used same to repay to the
parent lender. V

Tgble 18: Represents Reasons by Borrowers
for their Full Repayment.

_Reasons. i Frequency y 2
To enable me obtain another loan 17 34¢T
I Fear being called a debtor ‘ 10 20.4
I did not want to face anyfbmbarésg;
ment T 9 184
To maintain my social statuse. 6 1262
I felt it was due for repay. ' 4 1 842
I reloaned'it to another person and .
collected at maturity to repaye. .3 61
Total i » 49 100400

4.15.2 Regsons for Zero/Partial Repayment.

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 weathe;,
pest, disease and poor storage and 17.4% (4) indicated they
had poor ﬁarket resulting from low price. Also 13% (3)
indiedted poor disbursement and repayment arfangémenm while

8.7% (2) indicated they had no major reason except that.theiﬁwf

belong to the organisation and therefore could take the -
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loan as. their own share of the money.

These resu;t

to arrears of loans thereby hindering the operations

of the organization.

Table 19: Represents Reasons Borrowers Gave for:
ZeroZEartial Reﬁaﬁen‘t '

Reasons _Fremueggv- %
(a) PFimancial problem in the family 9 391
(b) Production failure due to
weather, pest disease and poor
storage. 5 21..8
(¢) Poor market resulting from low '
Pricee. : 4 174
(d) ©Poor disbursement and repayment
Arrangement 3 13
(e) No reasons but regard the loan as
my share of the organization which
I belong. 2 807
Total 23 100400

4.16 Methods of Financing and Repayment Level

There were dipferent kinds of loans obtained ‘by

the borrowers as presented in table 20. These methods

had no sigﬁificant effect on the repayment levels of the

loans obtained.

Of the 75% who obtained their loans in

cash 87% had repa'id, and 13% had not repaid. However,

2.8% who obtained loan in kind 50% had repaid and 0%

did not repay while out of 22.2% obtained loans both in:.
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cash and kind, out of which 87.5% had repaid and 12.5%
had not fepaid. These sShowed that farmers. divert their
loans to other unproductive uses gnd sell out loans
obtained in kind as believed by many people.

Table 20: Distribution of Barrowers According to
the Kind of Loan Obtained and Repayment Level

Kinde of Repayment. . ’ Level

loan Qbtaine
| Yes No
- Frequency| % !Frequency | % JFrequency | %
Cash 54 75 | 47 87 T {13
Kind 2 208 1 80 1 50
Cash/Kind 16 22.2 14  187.5 2 1245
Total 72 f100 | 62 86.1 | 10 13.9

Source: Field Survey 1991

4.17 Recovery Meagures Amployed by the Lending
Institutions:

Despite all the strict measures and sanctions imposed
by lenders, many borrowers still defaulted. Some of these
measures Seemed to be more effective than others\while some
were employed at extreme cases wWhere the defaultér prolongéd
his indebtedness.

Presented in table 21 are such measure, adopted by the
surveyed organisations. About 80% of the lenders ask
guarantors to pay back T0%, 60% ard 30% inpound p;bpertiés,

charge double interest and take over the collateral respectively.
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Also, 10% indicated that such defaulters were sued to
the Igwes. TheSe measures applied to both members and
none-members of the organisations. Moreover, these
measures were impleméntedzrtAVarious stages as discovered
during the studies. However, for the money lender who
claimed he had no time, accepted that his only measure
was taking over the collateral offered, which ranged from
household properties, important documents, tree crops,
land and machinese

Tgble 21: Distribution of Recovery Measures by
Informal Ienders,

Megsures ’ Frequency | *%
Ask guarantor to pay 8 80
Sieze properties 7 70
Charge double interest 6 60
Takeover the collateral offered 3 30
Sue to Igwe's Cabinent 1 10

Source: Field Survey 1991.

*sMultiple responses were recor&ed.
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4.18 TFarmer's Views on Factors: Associated
with Logn Default

Table 22 is a comparative analysis of farmers”
level of agreement over various factors that comtribubte
to 1oan.delinquéncies. The majority of the farmers
fepresenting 86% agreed that they should be notified when
the loan was due. Fifty eight percent indicated poor
storage and 75% short duration of loan as responsible for
low productivities. and hence loan delipquencies. Others.
who agreed were about 73.6% both family financial problems
and poor farm income, 62.5% high interest rate especially
among those who borrowed from money lerders, 68% poor
savings and 90.2% subsistence production.

On the other hand, some 90% disagreed that why
they did not repay is because it was not necessary or
because they belonged to the institutionss. Others who
. disagreed were 58.%%, 88.9%, 87.5% and 55.6%, that repaid
when they had money, institubtion did not demand it, no
action was taken against earlier defaulters and collatérals
can repay respectively.

Therefore the failure of the farmers to repay their
loans may be attributed to.so many factors both internal

and external, that act collectively to prevent such

repayment.
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Table 22: TFarmers'

Views on Factors

Associgted with Default

FactorsDéiiggé?ted with Agree g%gggjgg Disagree
Not Necessary 4 (5.6) 3 (4.2) | 68 (90.2)
I repaid when I had money 22 (70.6)] 8 (11.1)] 42 (58.3)
Institution had not demanded it | 6 (8.3) 2 (2.8) | 64 (88.9)
I should be notified when due 62 (861 4 (4.6) 6 (8.3)
Lenders should accept farm

produce 30 (41.7)| 18 (25) 24 (33.3)
No action on earlier defaulters | 3 (4.2) 6 (8.3) | 63 (87.5)
I belong to the institution 4 (506) 3 (4.2) | 65 (90.2)
Nation disaster (disease) 18 (25) 27 (37.5)] 27 (3745)
Stealing in the farm 16 (22.2)] 20 (27.8)] 36 (0)
Family financial problems 55 (73.6)| 12 (16.7)] 7 (9.7)
Poor Storage 42 (58.3) 20 (27.8)| 10 (13.9)
Late receipt of loan 32 (44.4) | 18 (25) 22 (30.6)
Short duration of loan 54 (75) 10 (13.9)] 8 (11.1)
Poor farm income 53 (73.6) | 11 (15.3)] 8 (11.1)
High interest rates 45 (62.5)1 1 (1.4) | 26 (3641) "
Poor Savings 49 (68) 16 (22.2)] 7 (9.7)};
The collateral can repay 5 (6.9) 27 (37.5)] 40 (55-622
Used the loan outside farming 34 (47.2) | 12 (16.7) QSQBGQf)S
Subsistence Productions 65 (90+2)1 1 (1.4) |

6 ( 8 ® 3 )
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CHAPTER FIVE

SUMMARY, RECOMMENDATIONS AND CONCIUSION

51 Summary And Conclusion

The consistent failure of farmers to repay the
loans obtained from informal financial institutions create
problems both for the borrowers and the informal lenders,
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 Infarmal Financial
Institufions in Nsukka Agricultural Zone'.
The study looked into the following objectives;
namely to: |
(1) examine the types of organizations and their
operations in.the study areas;
(2) investigate the conditions as required by the |
informal lenders before approving loans;
(3) investigate the various factors affecting loan
default and also determine the default ratess
(4) assess how the method of financing influence
borrowing and repayment of loan ard ascertain the
recovery measures employed by the institutions;

(5) make recommendgtions based on the findings.

G TS T GG S S T
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In order to achieve the stated objectives, déta
were collected from both primary and Secondary sources.

The primary sources included the two sets of questionnairés
administered to the farmers and the organizations in the
area of study. While the secondary Sources.Werq from the
-organization's record books and publications. To achieve
a better result these questionnaires were administered
through personal contact with the persons concerned.

This approach was useful as more informagtion 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 random
among the Farmers for this study. The ages of the farmers
were between 20 and 69 years. About 89% of the resporndents
werexnurrﬂ@@.While 11.25% were single. For the educationai
attainmeht, 18.75% never had any formal educdtion and the
remaining 81.25% had formal education between primary and
post secordary institutions. Also about 17.5% had less
than 10 years farming experience while 82,5% had above
ten yearse.

The respondents had two major Sources. of income
which included ,ﬂms’ and none-'farm income. The non-farm

incomes were mainly from trading and civil service jobs.
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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 predomiraint in the area with 43.75%
of the total respondents and the rest in food and tree
‘CTropS.

EBight (10%) of the respondents had no loans out of
which majority 62.5% of the members gave their reasons
that they had no need for the loans while the rest gave
various reasons such as fear of misusing the moneye.

The informal financial organizations are organised
in line with the pattern of income streams. of the_ﬁaverae.
More .the names are given according to the purpose they serve.
‘The meetings are held either weekly, monthlylor in four
market days.

O0f all the informal financial organizations surveyed
the'type which iS organised in such a way that a respected
and trustworthy member kéeps contribution from all member
was fourd to be very common among the farmers. These
monies are left in the custody of the chOSen,honest person
until the agreed time when the axrioqni;s are distributed to
individugls according %o how they wefe agreed on the sharing
arrangement or used for’ other purposes, as may be wished by

members. Most of them ?re open to any person who wishes to
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join except few who are stratified based on bload
relationship, sex ard age. The services rendered are
almoét similar ranging from encouragement of saving
down to extending credit to both member and non-members
at interest_rates.

The per formances of these informal finmancial
organizations were found to be relatively satisfactory
though there are some problems hindering their smooth
operations. Some 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. waever, the rotatory credit associations
were found to be helpful in the savings mobilizations
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 fumnds for their
various needs.

As for the corditions fof getting the loans, majority
of loans 51.4% were through the provision of guarantors
while 22.2%, 19.4% and 1.4% provided collaterals, others
(goodwill)and oath taking respectively.

Time sSpent in obtaining these loans are relatively
short as most of the loans are made on the spot demand or

scheduled for the next meeting day. 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
- mgde per month while November to December number of loans
due for repayment. This is attributed to tvhe period when
farmers need loans for planting and later in the year when
they sell their produce. Magjority 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. This shows
that most of the loans from informal Sources are short
term ard 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 -~ 10%. The
formers vied on the interest rate charged was accepied by
majority 54.2% as moderate and 23.6% complained of high
interest rate. Members of this organizations do not see
the interest ratejhigh as they participate in fixing
it and equally benefit from the interest rate that may
accrue from ite.

The purposes for which the respondents borrowed
comprised both farm ard non-farm uses. Only 43.1% of
the total loan was used in hiring labour ard farm inputs.
Others were used for the respordents' needs outside farming,

15.3% for paying school: fees, 13%.9% for social obligations
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which comprised burial, m@ming and marriage ceremonies.
The remaining representing 6.9% used it for trading
according to the borrowers, to keep them busy when the
peak of farming Season was over, while others used it to
Safisfy other financial needs.

On the borrower performance and produce utilizagtion
5.5% performed excellently, out of which, 75% and:25%
had higher>and no change of income respectively. About
5149 had good performance. Others reprgsenting;34.7%
had fair production while 8.4% had poor production _
performances.

Despite the performances of the borrowers in terms
of produection ard income, all of them did not utilize the
produce properly. About 89% consumed part of their
products of food 80.69% sold part and 65.3% stored some
for future use. Other uses were 34.7%, 12.5%, 6.9% who
gave some out as gift, sold all and consumed all as food
respectively. 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 loanse.

Ioan repayments were completely in cash. About

55% considered such arr@ngement good while the rest feel

that repayment in kird may be helpful.
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The amount of loans given varied according to
the organization’ especially many made use of their
money only at the end of the year. Social ¢lubs gave
out more loans than otﬁer organization studied, for
instance about 223 members benefited between 1988 to
1990 though this did not imply that they gave out the
highest amount of loane. The study however, revealed that
money lender who -was the sole enterprenuerf gave out
the highest amount of X733 per bhorrower. /

Among these organizations, loan repayment level
varied as each borrower gave reasons for either full
repayment or zero/partial repayment. Farmers who had
full fepayment only did so because they considered such
repayment primary to other fimancial problems.

Method of financing agriculture among the informal
financial institutions included cash 75%, kind 2.8% and
c@sh/kind 22.2%., Those who had cash and kind loans
were seen to have equal level of repayment. Therefore
what matters in repayment is not method of financing but
borrowers willingness and ability to repay:

O0f all the recovery measures adopted by the
organizations, repayment by the suretees was most
effective (80%). These guarantors repaid quickly
in order not to be associated with debt or

any Sanctions, especially as such penalties meant for
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the defaulters egually applied to the guarantors.
The repayment level among the loan beneficiaries was
high as up to 86.1%. Those ﬁho repaid had various
reasons Such as to qualify for another loén or to feel free,
with the organization while the remaining who did not repay
gave such reéSons as family financial problems and failures
in their production. Because of these difference in
repayment caused by various factors, farmers views on the
factors. that cause these defaultsvaried. Some ffactors that.
are counsidered important by onéffarmer may not be a

necessary factor to another.

CONC LUS ION

In conclusion therefore, there were many defaulters
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 6r any other external
faetors, such as weather, market fluctuatioﬁs, and goverrment
policies. Bventhough interest rates, repayment arrangement
and amount of loans may have.effect on the default rate,
the farmers attitude towards such 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 organizations. It reduces the lemler net returns,
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thereby terminating such organizations earlier than
scheduled, or since the organizations can no longer
achieve their objectives, The results of this gtudy havé
exposed some of the major causes of these loan problems
and the implications they have in fimancing agriculture.
'These include:
(1) Some farmers belong to this mainly to benefit from
their loan scheme and not that they have the \
interest of such organization at least. Moreover,

these finmancigl resources are not enough to meet the

financial requirements or demands of these organizations.

The imblications are that such farmers borrowed
and never paid back, ard Since they cannot meet up
they contimued defaulting. Therefore it becomes
necesSsary that farmers should peg the number of
organizations they belong to, their financial
capabilities.

(2) The Provision of Credit - This is based on the
‘availability of capital and not on the need of the
férmer% It did not give room for proper utilization
of fund. Some of these funds received were too small
that the farmers cannot use it in any reasonable or
viable projects The. implication is that the farmer

used the money ‘“ in any other thing probably not

profitable. Therefore it become neceSsary that



95
govermment should register their organization and
give them yearly capital allocation for om-lending
to their members. This will make it easier for the
farmers to borrow large amount as well as increase
pProduction among thema

(3) Since many of these beneficiaries default, it becomes
necessary that govermment should assist these organi-
zations in recoverying these loans by giving them legal
backings especially as many farmers. fear court action

. they will always prefer to pay back their loans, than
face the court action.

(4) Due to the vital roles of the informal organizations,
it becomesS necessary that goverrment should recognize
them as co-fimancier and integrate them with the
formalized fimincial organization. Organizing
leadership training for the officers will help for
better management of the organization gnd economic
development in general.

(5) The conditions. fulfilled before obtaining the loan
as well as the rep2yment arrangement as demanded
by these organizations are not to the best wishes of
the farmers. A situation where a farmer was required
to provide guarantor or collateral made the farmer
relax their efforts since they considered that the

guarantor or collateral can repay. Also thHe farméfs'

should be allowed to rep2y their loans with the farm
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produce rather than cash only. This will help
the farmers produce at any time gf the year and
at any quantity, since he is not affraid of price
failure.

Suggestions for Further Studies

This study surveyed only ten informal firancial

institut ions 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 1s need to further

studies on:

(1)

(2)

(3)

(4)

(5)

Other organization that may be found in énd outside
this area and compare their activities.

The performances and viabilities of these organizations
in financing other projectse.

The actual determirmants of the savings amount qf
members of the informal fiinancial sectore

The workabilities of financing agriculture through

the informal lenders by the formalised institutions.
Find a lasting solutions to some of the problems that

hinder the progress of the informal lenderse.
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APPENDIX I

UNIVERSITY OF NIGERIA, NSUKKA
PACULLY OF AGRICU.LILURI
DEPARTMENT OF AGRICULTURAL ECONOMICS

Dear Officers of Informal Organization,

I am a postgraduate student of the above named
department. I am currently engaged in studying the
factors affecting default rate in the informal
financial institutions in Nsukka Agricultural Zone
of Enugu Statee.

Could you please hélp by completing the attached
questionngire relevant to the completion of the study.

The data provided would be handled with the
strictest confidenece and will be used solely for research
purposes. Flease note that you are not required to write
your namee

Thanks for co-operation.

Eze, Be Do
Research Studenta
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QUESTIONNAIRE.

Please fill in the blank spaces or tick as
appropriate.

(1) What is the name of your organisation? .eceseececscoe
(2) uhat is the rme of your Community and Local

Goverment Area? ©0 000 %0 00800000000 0encesacese s ss
(3) vVll’la.-t; type Of pOS't do yOll have? 0o C0 00 no}o.oc.oocooo
(4) How do they get the post? by

(1) election (ii) Volunteer (iii) nomination
(iv) Others (specify).

(5) who are the members of your organization? ....c.cecees

(6) Does your organization give loan for agricultural
operations? (i) Yes (ii) No

(7) If yes how much can an individual obtain at a time?
(8) What determines the amouﬁt of loan approved for an
ind Ividual? eeceseccsccssscceoccccsseescs cescsceace sencs
(9) What are the forms you disburse the loan?
(i) in cash (ii) in kind  (iii) both cash and kind,
(10) How long does fhe loan last before it is'repaid?

O@a ® 00 906 0 086 e ®0 e 5 660 ©90 000 80 05 ®» 60 0Ge &®O6OP G S SLo s Taes et

(11) What measures do you adopt in recovering your money
if the beneficiaries fail to pay back when the loan

is due‘? © 29 08660 0800606 0¢D%S0OCOOSET OO0 eIs 50 0809 0CCe 06305 ED



(12)

(14)
(15)

(16)

(17)

108

Which of the meagsures prove to be the most eftective?
In what forms do the farmers repay their loans?

(i) in cash  (ii) in kind (iii) both cash and kind.
What is your interest rate per Naira? ceecescvecscasece
What is the total amount of loan disbursed from

1987 tO 19%? 'QQ..0-..OOOOOOE....OO0-..008.‘.0000....
Wwhat is the total amount of loan repaid so far?

What are the other activities of your organization?

O ® 0 00 @ @O0 0066600 P8 09060608 800 03 8 60aeseeD0s OO 0O
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APPENDIX 11

UNIVERSITY OF NIGERIA, NSUKKA
FACUILY OF AGRICULIURE
DEPARTMENT OF AGRICULIURAL ECONOMICS

Dear Sir/Madam,

I am a postgraduate student of the above nm2med
department. I am currently engaged in studying the
factors affecting default rate in the informal
financial institutions in Nsukka Agricultural Zone
of Enugu State.

Could you please help by completing the attached
questionnaire relevant to the completion of the studye.

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-ocoperation.

Eze, B.S.
Research Student.
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Please fill in the blank Spaces

appropriate.

or tick where

(1) Community: 'O..."..OO’.IO’Q......‘O.‘....‘.....’.

(2) Iocal Govermment Area:

Q006 ® 89 ¢ 030006060 000e See 0o o

(3) Sex: Male ( )  Female ( )

(4) What is your age? (i) Less than 20 (

(ii) 20=-30 (

, (iii) 30-39 ( )
(v) 50-59 ( y (vi)

60 and above

iv) 40-49 ( )

)
()

(5) How many years did you spend in formal school? ,......

(6) Marital Status: (i) Single ( ) (ii) Married ( )

(7) HOW 101']{2,' have you beel'l fming? ® 5 ®o 5 8 0000000 ¢ e S 00 0O

(8) ‘hat type of farming do you engage in?

(i) crops (specify)

(ii) Animals/ILivestock (specify).

(iii) Mixed farming (a and b) specify)

(9) vhat is the size of your farm in hectare/number of animals?

[

® 5003 0000060 00408 065808000529 0000300 00600069 500060060600 sp0e%e30e000

(10) How do you utilize the farm produce?
Give percentages according to useage.

Proportion

Crops Consumption

ah

|

Used| For.

Selll Store for
{ planting

T Gift

' Others

Y am
Caésava
Maize
Rice
0il palm
Pigs‘
Chickens
goat '
Others
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(11) which associations do you belong to? Name them ....
.9.,"0...4'00".'.........“..‘..0........'..........

(12) Have you ever taken loan from the organisstion?
(i) Yes ( ) (i1) No ( )

(13) How much did you obtain as loan in naira and at what

interest ra.te? ..oo..o...co.o.'..0.}.......0....90.0

(14) How much did you pay back at the end of the month?

OO0 8 8 6460006000 0©04a55%6600000608 00e *5 00¢ ®¢gee %0 206086 08s0e 0009

(15)  How long did it take you to obtain the loan? e.e.eeee
(16) VYhat month of the year did you obtain the loan?

I ® 8 006 ®¢ 0008 0908000000000 e P00 0sos000 *%000 s Pe vsscs e s

(17) ‘hen is the loan due for repayment? e.eeeiecesceceseo
(18) If number 12 is No why did you not apply? Give reasons

..OOO.QOOQOOOO‘QIOIQ.....GO....'.'.....Cl......’...oo

.(19) _dhat are your other sources of loan and the interest

rdte'? Oo’ooo!oo...on..o...otaOe.l.cc.o ..oo.ooooo‘oﬂlo

{20) What type of loap_do you have?
- (i)'“hort term (ii) med ium term . (111) long term.-

(21) ~‘hat are the thlngs you pledged before you obtained
: ithe 1oan° )
A“(l) prov1d1ng collateral only (sp901fy)'
43 prov1ding shortees only S ‘
. (131) &R taking. .
o _z(IV) others.‘;, . e _
:V(22) 18 there any 1niucement to the offi01als before you
L ?obtain the loan? S TR DR
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(23) If yes what are the inducements, state amount?
(24) Dpid you present any feasibility studles before the

loan was granted?
(i) Yes ( ) (ii) ©No ( )

(25) How was the loan disbursed to,you»
(1) Cash only
(ii) Kird only (specify)
(iii) Cash ard XKind.
{(26) Do you consider the amount approved for you?
{1) Sufficient. (ii) Insufficient.
(i1i) Just enough for your farm operation.
(¢7) To what extent has your overall performance in terms of
N product ion output improved since you obtained the loan?
(i)  excellent. (ii) good (iii) fair
(iv) poor (v) wvery poor.

(28) ‘“What is your farm income position since you obtalned
the loan?

(i) excellent (ii) good (iii) PFair
(iv) Poor.
(29) Do you have any other source of income different from
farming? (i) Yes ( ) (ii) No ()
(30) BEstimate your annual income.

(i) Farm income
(ii) Non~Farm incomee.

(31) How do you assess the interest rate charged by
the lending organisation?

(i) wvery high (ii) high (iii) moderate
(iv) low (v) +oo low.
(32) How do you repay the loan? in 4
(i)  kind only (ki) cash only (iii) both cash ard kinde.
(iv) Others (specify).
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(33) When the loan repayment period matures, how do you
intend to repay the loan?

(i) Sell your farm produce.
(ii) Find money from any other source,

(iii) Others (specify).
(34) Have you fully repaid the loan?
(i) Yes B ) (ii) No ( )
(35) 1If yes give reasons why you repaid,
(36) If No giVe'reasons why you have not fully repaid.
(37) Did you utilize the loan on farming only?
(i) VYes ( ) (ii) No ( )

. (38) If no how did you utilize the loan for the non-farm
purposes?

© 6 @ ¢ 0 602 H G OB S S0E SO0 00 EROESHESO D 3G DHSSSOSIGESCEesde

00.....8.0.‘........0..........‘.‘(00090.......000.0

(39) How do you assess the repayment arrangement of the
organization?

(i) Excellent (ii) Good (iii) FRair

(iv) Poore.
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11,

12,

13«
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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 it.

The institution should notify me when the
loan is due for repayment.

The lender should accept farm produce for
the repayment,
5 /\. (,-- T ((:\C

I have not repaid balance no action has
been taken against the earlier defaultors.

I belong to the lending institution so ne
need to repavy. '

Low rate of repayment is due to national
disaster,

Low rate of repayment is due to stealing
in the farm.

Low rate of repayment is due to family
problems,

Low rate of repayment 1s due to no storage
facilities,

Low rate of repayment is due to
late receipt of the loan.

Low rate of repayment is due to
short duration of the loan.

Strongly

Agree

Agree

Niether Agre.
or Disagree

Disagree
Strongly
Disagree




14 .

15.

16,

17«

18.

19
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Low rate of repayment is due to
poor returns from farm produce.

.Low rate of repaymont is due to

high interest rate.

Low rate of repayment is due to
poor savings,

Low rate of repayment is due to
the fact that my collateral can
pay for the loane.

I used the money in other
enterprise outside farming.

Low rate of repayment is due to
subsistence production.

Strongly
Agree

Niether Agree
or Disagree
Disagree
Strongly
Disagree

Agree
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