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Abstrace

The study ewanrered the credie wses and cepavirrene defande among fanees, using Joan
beneficearmes of Nygreeta Agpradiaead Cooprerative and Reorad Developunene Bank
{ Mewa Herocli} as e respoudents. Strvctured questeonnanee weee soed o collece
e fromn rmndonly sefecred 130 Gimers. s were analysed wsing deserptive
cratesties arad .-.i'n'._n‘rmu.rr- F st f"uul"n.:;‘rw' of ifne n'nrlf_l' shienwed thae all che J'r'.!-‘i!rﬂhfl'.r.lf!
(NI el thie crecdit fow faerry sotevitaes wiliele JW23% of che respondents also
atidized pare of the exedu for non-fam acnvaties for pavment of dely, school fee,
,I'r.-s(‘;n.l,-“f arred fooef Delfe. The vesd® Swther reveals ohar 0% of the mipﬂﬂrlr("ﬂf.f dred
net receve e L':u:aufwnm!,—ny servrees dpad fromr elve loan I,t!.'.‘h_'*ﬂgt_'. Some of the
srjor oot cavses for cepairnent default ideatified mcludes vnconducive collection
fermy, fack of nwker (o produce aond Bl cose of wpee. Otlier cagses were due to
pest and  diseases, musallocanion of credit funds and poor health problems. A
spgenefrcant relatonslip eveses Letween sesponden’s household sizes (¥ = 0.034,
P 05) and repayrment defanle. To alleviare the problem of wnconducive collecoron
cersmy, g was suggested thar dhe Sending ansotarions shoold assese the farmsers by
ACCEPIIE IeRVTIIES T keend avr specaad caves wiere farmers oo por fave macker for
tinar proidoee. Forchermoee, lendiie. agencies m colfaboranon wih ADPs sfould
provide adequate comylenmentany: senvaces o foan beocficanes to reduce. diversion
arnd rpmsallovasion of credre fids.

Introduction

agrricudtural The modemization

wll

production.

PMigeria, with more than 70 percent of process invalve  the adup!il.‘.nn of new

lver p.n!\ul_nunn di|‘ec1|‘--' l:llgngcd 1 ng‘l'l'c!.litunt.
should be self sufficient in food production but
for che peasant natumkof' agricullur:ll sector, the
NATION S ngrici,t]qgrnl porential are far from being

'[:U] I}" jll'ld

realized thisy® has  unpalatable

implication For food security and sustainable
P

improved practices by farmers.

Most of the so called new techniques of
farming are capital intensive and adoption of
these techniques by Farmers means increased
capital spending on agriculture. Most of peasant

farmers lack the financial resources for ad{:ptinn

ECONOMILC dﬂcln}_\ment ({,'J]omuh_- 1995, of these new techniques as a result of their
Iproving the productivity of the agricultural production  system;  characrerised by low
sector will  invelve  the  modernization  of investoient, output, INCOmME,  savings and
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productaviry, T his is o wvicions cypcle Trown w]m._-i;

they hnd i ditficalr co cscape withour ourside

financial  assistance.  This outside  Fnancial
assistance  should come inform of credic
(MNimaghbo, 1981 X =

-

In rexfzation DF\:‘:I‘JE importance of »

various

credit o agricultural dlv{lopmuut,

government  admummisiearions . ger up public

financial institutions to provide credit to farmers
m Migena. However, these efforts have not
}'Ii']llt‘tl r:u‘.'nlnr‘;;[_lrl resulis. M.‘I.rIJ.J ol these ]:ulx]u:
credic institutions were abandoned because their

performances did ne justify the large sums of
]ITI’n{\'}" SPE"T‘I Oy [I!f’n]. r"-'{'l:)sf I-lF []‘IE.SC il!ﬂtil_L|l‘ri‘|l]5
were actunur!nring debt for the government

:lging

because of their mcfficiencies  in m

resources and in ability to recover loans from the
beneficiartes. These findings raise a number of

questions whiclh iaclude the Elriluwiugs.

I. Do farmers benefit from loans allegedly disbursed

by tlicse insesturions?

Do the Lnawers otilize the loans lor the purpose

¥
they ace mmeant For?

3. Do the (aomers receive  other cu}nplcumnlm'}"
services apart from the loan package?

4. If the above conditions arc satisfied, then what

are the root causcs of repayment

default especially among the small-scale farmers?

This study is, therefore, aimed at finding .

answers to some of these questions, using
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Plugeria Mpviculiaral Llo-operative anpd Feiral
Dievelopiren Bank ((Minna f?vr:lnr:h;:l bisan
beneficiaries as a  case study. The specific

objecrives of the study include to:

I. Find ocut ways in which farmers urilize their
agriculoural credir.
2. Find our the extent to which the loans are

sccornpanicd wich complementary services.
2. Determine the type of crops grown by the

farmers.

<+, !drutil-]f sonw of the rool  causes of
repayment defaale among farmers.
Methodology

The Migeria Agricultural Co-operative
ancd Roural Development Bank Minna -branch
covers baotl Chanchaga and Bosso Local
Government areas. The two local government
areas are located in the Southern Guinea Savanna
zone of MNigeria. Average annual cainfall varvies

to "1600mm while

:I\-'E‘_'ITIF_J"C

from TI00mm
monthly temperature ranges from 23% o 29
The major occupation of the people is crc::p and
livestock  fanning (NGSG Dimy 2003). To
achicvt the objectives of the study, 130 loan
beneficiaries were randomly selected. The sample
consists of 65 non-defaulters and 65 defaulters
from the list obtained from the NACRDB. For
the purpose of this study, emphasis was on crop

production farmers who were loan beneficiaries

during ~ 2002/2003 and2003 /2004 farming



it Llres aind C3wses 1.II;R|.‘_rt.:_rnr\rr.rl' Defanle smong Farmers

SeARONE
Prata T e Beiading apency were

collected m form of personal interviews, which

covered information on loan disbursement,
complementary  services ollered  and  loan
collection  procedures. While  strucrured

(qUESETONNAING Was used 10 grnerar.ing data from

the  Larmers winch  include  mformaten  on
persanal charactensnies, uses of credit, extension
cervices rendered il constraines associated with
e credit. The collected data were analyzed

ESTITE] tl(‘.‘:fri]}!:l.'l.‘ staristics and c11i-.=-t]'LI=1|'l* rest.

Fesulis and 1Discussion

foan Disbuccermens

The lending requirements for individual -

famer include twao |:-|-u|l:-,]e[c PUATANILOLE, SAVINgs
account with \'c\;'-sh deposte and one year tax
clearance receipt. Logan rqm].‘w;im-nm start at the
beginning  of  harvesting  season and  all
repayments are in cash. Repayment is nceepred in
instavemenis or in full, Delaule is escablished i 2

I'nrm-:‘r refuses Lo Py all or |'|.'|rt of the loans

ISSL}IE‘(l L 11Il|-'l.

From Table I, it is evident rhac there

WOl A Increasc iy the amounts H-l'— |{J:I.I1 d:.'il.:l’l.ll'!-l!ii

tor Farmers over that u_{ 2002/ 2003 season. The
total  amount I.'t‘l:ﬁ'l;l!ﬂ:[i also  increased by
BIAGAUD over that of 2002/2003 seasons.
Haowever, a critical look at the figures reveals the
trendl i1 the incidence of default for the period.
Iy Z:K!E.;"'ZU{}J season, the incidence' of default
was 11.97 percent while the rotal amount m
defanlt was B117,300 for that season. Dunng
the 2003/2004 season, the total amount n
default was B196, 400 representing 16,43
percent of the rotal amount disbursed for that
season. This shows an increase from 11.97
peeeent in 2002/2003 season o 1643 percent
i 2003 /2004 season.

Lises of Credit

There are many ways in which farmers
use thew credit. Table 2 below shows the
different ways in which fanmers utlized their

credhit.

Table 2: Credit uses

Credit Uses Frequency | Percentage |
Table I: Amount disbursed and recovered for Fanm activities 130 100.00
Z{TDEEZ.E{TJ}_—.Z_U_GEZD(}&} farming seasons Mon-Farm activities 51 39.23

Season Aanonnt Aot Amount J N -
Dishursed | Recovered | In Default “E“;:;“I: IF"'Jd o4 (S606y

02203 | 979R00 | 862500 117,300 | (11.97) ] o =
Z00372004 | LI95300 | 99R,900 | 196400 | (1643}
MLt AVESED.: | 136400 IR0 H"ﬁ}_- Table 2 above indicates that all the

Sources:- NACRDE Minna branch (2006)
Note: Figures in bracket are percentages.
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respondents used the credit for Farm activities

‘while 32.23% of the respondents pointed out

b
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that they also used part of the credit Ffor non-
farm activities. Among such non-farm activities
were payment of debt, school fees, hospital and
food bills, Finding further revealed that most
respondents  spent more on land preparation
than on ocher operations. Other operations in
the order of their mmpaortance include weeding,
The

ULI'IEI'.“- (A RLELAR

harvesting,  plant g and
unportant anputs  with regard to credit needs
Fertilizer, sceds, chemicals and

were  labowr,

storage,/ packaging materials.

Types of Crops Produced,

The ability of a fanmer o repay his loan
to a large extemt depends on the types of cash
ffi]l."s— }TFU'EIIIEI_'LI -"l.]l.l t[]'l: SUETTENLLE L}r il]cﬂl]]ﬂ
realized from the sells ‘ui' spch crops. . The table
below shows l:f:g).'ll‘iﬁuﬁ t):f;}]-i of crops grown by

the respondents. - \

Table 3: Type of Crops Grown by Respondents

i Crops Frequency | Percentage
Yam 96 73.85
Millet 114 87.69

| Rice 79 60.77
Maize 123 94.62
Cowpea 88 67.69
Sorghum 119 91.54
Groundnut 82 63.08
Fruit crops 77 59.23
Vegerables 72 55.38
Melon (Egusi) 54 41.54
Pepper 65 50,00
Tree crops 41 31.54

Source:- Field survey (2006)
"Mulciple response
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A close loock ar Table 3 reveals that while che
i.‘u:rcfnt:lgc of farmers who grow food crops was
high, it was low for l.':_:l_‘sh crops. The composition
of the list revealed that the commonest cash
craps in. their order of importance are rice,
groundnut, cowpea, melon and yam in addition
o (ruits and rtree crops. The percentage of
rr:spu:u‘ldtnu whao g1n:rw Frune crops, I.'rfl:l:' crops and
vegetables  were 59.239%. 31.54%,, 55.389%
respectively. These crops were not gown on large

scale as compared to other crops. From the

above findings, 1t can be deduce thar the

respondents  misallocated  the  credit funds

because most of the were nor

respondents
interest in maximizing profit but food securicy
was their primary goal in farming. Abe, (I981)
also reporced chat wrong selection of enrerprise

may lead to default payment of agriculeural loan,

Complementangy Service

The success of any credit programme in
increasing  the productivity of the farmers
depends on the extent to which the credit is
accompanied with complementary services like

effective extension services and supervision.

Table 4: Extension services rendered

Extension Service | Frequency | Percentage
Fort nightly 16 I12.31
Monchly 27 2077
Quarterly 46 35.38
Yearly 28 21.54
Mot ac all § 13 10.00

Source:- Field survey (2006)

P



Credic Uies and Causes of Repapmtent { efault among Farmers '

Table <4 shows that the exvension

services i the s.lud}r arca was nob encouragig

12.31% and 20.77%

hrc:lti:i:: :Hll}' Or I_Ilc

respondents  indicated that received

they
FXLOISION agenls !"ouuightl}-' and monthly during

the seasons. Also, reen the informaton obiamed

Frsvin Lthe crechin agency, SUPErvISion ol

respondents wia-" wvery podr. The loan packages

were therelore gV (5] ‘Nit l'l':::lll':l[!t{l"lll..\'i watly -
Litkle or na suppoming _-:er;-"'.r_'rs. Prowvision ol
extension services has many advantages especially
ifF it is linked with supzrviﬁ.ion of  credic.
Supervision il pr{)pcri}' earried out provide an
mass diversion

INSUranCce  Agast of credit wo

non-Faom means of

sources and provide a
assessing the elfectiveness of the farmwcers watl
regard to their ability o combine resources to
maximize profit. Adeyemo (1982}) stressed the
need to accompany credic with complementary

services because it is only then that fanners will

derive maxinuwnn benefie from the credic package.

Credic Probilens

1t is an established Fact thar no credit
package can provide all the credit needs of the
farmers. Table 5 below shows the distribution of

respondents as regard problems associated with

the credic,
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Table 5: Credit problem

I'roblems Frequency L
Credin is inadequare 53 40.77
Credit is untimely 34 26.15
High inrerest rate I1 B.46
Collection time not conducive 25 19.23
Iepay term not conducive 49 37.69
High prices of inpur 35 26.92
Lack of marker for produce 32 24.62
o pr-i; for produce 26 20.00

Source: Field survey {Z2006)

*Multiple response

IFroam the table above, it is evident that
4077 % respondents l:l:nnplnincd that the loan
was inadequate. Similarly, 37.69% resp-::-nd:nts
pointed  out  that  colleetion termn was
unconducive. The respondents stressed that the
iclea of collecting repayments :1n|}r in cash is not
domng any good to their repayment abilities
because they lack marker for cheir P;‘Gd'l.lc-t_.
Oirher major problems indicated in Table 5

include untimelyness of credic (26.15%), high

.cost of inputs (26.929) and lack of market for

produce (24.62%).
General Productron Problems

The distribution of respondents with
rugmﬂs to the general producrion constraints in

the srud}r area is ptesentcd in Table 6..
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Table 6: General production problems

[ Problems Frequency Percentage
Droughe 0 :
Flood i 4.67

Pest and discases | k] 23485
Fire onat break i 7.68
Health problem 27 2077 |

Saurce:- Freld survey {2006)

Agncultural production s characterzal
by a lot of uncertantics, the fact that ZAREW
resporldents had problem of pest and diseases
justifics this asseriion. On the other hand,
20.77% of respondents indicated that they had
poor health problenis and therefore, spent part
of the eredit on hospital bills and could pot
recover what they invested because they were
absent from the fann For several months. The
resule also reveals tliae there were ﬂmugh s
throughout the production seasons because no

respondents indicated any problem uf'd:'mlghr.

Table 7: Relationship between respondent’s
_personal characteristics and repayment defaule

[

Asymp,
(%) Sig.. (W) (Decision)
value of (2 il:_llrd:l b OU5%
Family yire
Peason (X%) 13433 & 0034 1250 Sig,
Likeliheod :
atia 4572 o ™ Qued
Mimber of *
valid cazes I;{?\ N\
Ay )
‘l_'ﬂﬂ‘l'.ll'l{}'i.:] A Bl a LIR ny 1B Pl Sig.
Likelelsznl E ]
_Hatio 4926 3 o477
Plumplicr wl
valie case 130

Source:. Computer from feld survey data (2006}
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Results i Table 7 indicates thar 4
the
respondents” family size and repayment defauly

(x* = 0034, P<0.05)Ths may not he

signilican relationship  exists  between

unconnected to the fact thar family expenditure
for large familics, tends to draw more on farily
ncome so thae only a meager sum is lefe for
wvestment or loan repayment. This suggest the
credit to cover  boch

need o provide

consumption  and  production  needs of the
farmers. Furthermore, Table 7 indicates that
there was no sigmbicant relationship berween age
of the respondents and repayment defaule (x* =
0.186,P > 0.05). This means that the age of the
respondents will no affect dheir repayment
m]:i!:'t:il!s
L]
Conclusion

From the findings of the study, it can be
concluded that the respondents used credits for
both farm and non farm activities. Among such
non-farm activities are payments of debt, school
fees, hospital and food bills. Credit package does
not include  adequare complementary service.
Some of the root causes of repayment defaule are
unconducive collection termn, high cost of inputs
and lack of market for produce. Other causes are
tdiue o nawmal and biological uncertainties,

misalloeation of credic fund as well as fadure of

investment due te poor healch,
k]



Creadit Lier 2 Chosers of Reprayment {efa0l ammong Farers

R ecommendations

l. 1.'||,'|1|[ NESTetLEl pern s !ﬂ[ll LI!I:! m.'ql'.{- .'I\.’.'ii.l.'l['ll{'
adegquare ANTEsnES i’.r COVEE hoch
:nnsu:n]'lliun ..1|.|[.| |'|l'l7I£iIICEi€111 nlfr?l:{ﬁ t:F I‘l‘l{‘
farimers; taking inro consideration  house-
lskd sime and cost of various CPeralions and
Hp This can be determined rhrnugh
acdequate researcl or assessnent.

2. Credn anscivonons should try as much as
possible 1o make loans available to small-
scale Girmers throogh cooperatives, Thas wall
meeze anchividoal influence on loans by

!
Favvaners and  heoce help o mininrze
repavinent defaule, e will alse reduce com of
supervision and apprassal of loans,

. Lesnbing TSI TonS shonrkd }u-wulr:
L‘l"i"]'\[i'lllf |||.I]'}' RCTVIECrS Low :1L—J-|’|I1I.:|-ll:f' 1']1: CIEI.“[
package 1o reduce diversion amd anisallocation of
coedhit wa wlu eosers wall dlevive  maxinman
benetu (o the credin package.

-

4 Lending agencices should put TS
rr-‘lrls:drratlnn the prablems of the Faoners in
terms  of marketing  and p'ri::n:s wf  their
produce. The Iending agencies could help
the faners by accepring repayments in kind
Y e inl cases where Dymiers do oot have
1:|1;11'1-g|:l rlnl' tl'lf"if I'll'l‘!l.‘l'll(l.?. ’

S, Fmally a nacionwide crop insarance scheme

should be introduced to reduce the effece of

biclogical, climatic and price uncestainties
-

3

LY

E b}

on the faniers.
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