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Abstract

Saalt among facaners, wsing loan
,'Ill(/ RHI‘.’I/ [)(‘W‘/()/)nnvm Pank

ll.i('(/ (o collect

it e

were analysed using descriptive

data fromr eandondy selected 130 Lamess, Data s #
statrsties and chi-square test. Fincings of the .mlnlj' .u/mw:)';/ //1,:11 A '1 {r [Mf.{m{ t’//lls
(100%) used the credit Lor Lirmny activitics while ‘?.9'2'3'/” o (/“'.l:('f.lmm P

credit for non farny acvities for paynicnt of debt, school fee,
The result finther veveals that 10% of the respondents did
ackage. Some of the

atthized part of the
hospatal and (ood bills.

not vecerve any compleinentary services apart from the loan p
major root causes for cepaymnent delaale iilenafied wcludes unconducive collection

term, lack of marker for produce and high cost of “uput. Other causes were due to
post and discases, misallocation of” credit fands and poor health problems. A
sigmificant relatronship evists betiveest respondein’s houschold sizes (¥ = 0.034,
P<0.05) and repayment default. To alleviate the problem of unconducive collection
tewn, 1t was suggested dhar the lfending instrtutions should assise the faaners by
aceepting repayments 1y kind 1 special cases where farmers do nor have market for
therr produce. Furthermore, lending agencies - collaboration with ADPs should
provide adequate complementary services (0 foan beneliciaries (o reduce diversion

and misillocation of credit finds.

Introduction

Nigeria, with more than 70 percent ()f.
her population direct]y engaged in agriculture,
should be self sufficient in food production but
for the peasant naturc of agricultural sector, the
nation's ngricnlwml potential are far from l)cing
fully  realized and this)* has unpalatable
and sustainable

(Olomola, | 995),

Impu)\'ing the prodnctivily of the

implicntion for food :;(‘curir)\

cconomic clcvclopmcnl

agricultura]

cctor - will involve  the

modernizagion of

agricultural  production.  The  modernization
process will involve the adoption of nes
improved practices by farmers.

Most of the so called new techniques of
farming are capital intensive and adoption o
these techniques by farmers means inereastd
capital spending on agriculture, Most of peasi®
(armers Iack (e financial resources for adopte”
of these new techniques as a result of thet

lg\‘ llv'.\

production

systemy, CIILH".I(‘((.‘IiS('d

i'“"""“llt'n ,
L n“']’m. INCOne, savitnt
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hl‘t)(lllc‘(ivi'}’- This s a viciony i hich
; us cycle fron, whi
) ‘ich
they Ffind it difficult ‘
() al v I‘
y to cscape without outside

financial  assistance, This outside  financia]
= { 1a
assistance  should  cope inform  of Hie
edi
(Nmagbo,I9SI). g
\\
. . \
In red{zation

Of\\dlc IMportance  of o
credit  to  agricultural divclopmcut

various

_government ndnunlslrnlions st up public

financial irstitutions to Provide credit to farniers

in Nigeria. However, these cfforts have not

yiclded meanimgful resulgs. Nl:my of these public

credit institutions were abandoned because their

performances did nort justify the large sums of
money spent on them. Most of these ;llstitlltiOllS
were accumulating debt for the government
because of their incfficiencies in 'mmmging
resources and in ability to recover loans from thé
beneficiaries. These ﬁndings raise a number of

questions which include the followings.

I. Do farmers bencfit from loans nllcgcdly disbursed

by these sustitutions?

2. Do the farmers utilize the loans for the purpose
they arc icant for?

3. Do the farmers reccive other complementary®
services apart from the loan package?

4. If the ahove conditions arc satisfied, then what

of

root causcs L‘Cpﬂ)’lllCllL

arc  the

default especially among the small-scale farmers?

This study is, therefore, aimed at finding

answers to some of thesc questions, using

04

M. Ndsaiesz and Y. Miyasu

- -

Nigeria Agricultural Co-operative and  Roural

lb’k‘\'«‘lnpnu‘nl Bank  (Minna  Branch) loan
beneficiarics as a case study. The specific
objectives of the study include to:

[.  Find out ways in which farmers utilize their

agricultural credit.

2. Find out the extent to which the loans are
accompanied with complementary services.

3. Determine the type of crops grown by the
farmers.

-, ldcnlify some of the root causes of
repayment default among farmers.

Methodology

The Nigeria Agricultural Co-operative

and Rural Development Bank Minna ‘branch

~covers  both Chanchaga and Bosso Local

Government areas. The two local government

areas are located in the Southern Guinca Savanna

zone of Nigeria. Average annual rainfall varies
T~ ‘

from I100mm to 'T600mm while average

mouthly temperature ranges from 23% to 29°c.
The mnjor.occupntion of the people is crop and
livestock  farming (NGSG Diary 2003).‘ To
achievt the objectives of the study, 130 loan

beneficiaries were mndomly selected. The sample

.consists of 65 non-defaulters and 63 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
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Credit Uses and Causes of Repavment Defauk among Faomers .
— -
Seasons From Table I, 1t 15 evideng (.
. e agency  were was an inerease i the amounts of lo,
Data from the lending ageney  weve . 5
i g J 2 Y /v
wed e i SRR armets over that of 2002/2005
collected i torm of personal interviews, W hich to farm f T,
i
' rered  als
covered . P total  amount  recovered  ale, v
L.lkd mfunmnon on loan dL\l‘llBU’llC . {
. . . e N136,400 over that of 2002 /3¢y
LOlD}‘l\‘ln\‘lll:\r‘\v services oftered  and loan N1I6,4 120 . .
collection procedures.  While  structured Bibiavee. a ciotital Joakiae the e, -
questionnaire was used in eenerating data from trend in the meidence of default for the
& & ‘ )
the farmers  which wclude  information  on ln 2002/2003 scason, the '”c‘dmccu(d
( 7
persenal ch.mctumlcs. uses of cndll extension was 11.97 pereent W hile the total .
services rendered and constraints associated with ~ default was N117,300 for th

at Season, Du
the credit. The collected data were analyzed  the 2003/2004 season, the tota] alnodr[

ustng deseriptive statistics and chi-square test. defaule was N196, 400 fepresenting [¢

+ percent of the total amount disbursed for

Results and Discussion season. This shows an increase frop e

Loan Disbursement percent in 2002/2003 season to 1643 perce

The lending requirements for individual - in 2003/2004 season.

NG
farmer include two rcpti‘t:gblc guarantors, savings

account with cish deposh\and one year tax °  Uses of Credit

clearance receipt. ann repa)"‘nents start at the There are many ways in which f

Az

beginning  of lmrvcsting season and all use their credit. Table 2 below shows

)
the

UL

repayments are in cash. Repayment is accepted in different ways in which farmers utilized ther

mstatements or in {ull. Default is established if a credit.

farmer refuses to pay all or part of the loans

tssued to him.

Table 2: Credit uses

Credit Uses Frcqucng)'_‘ Percentagt
Table I: Amount disbursed and recovered for Farm activities 130 1000
2002/2003 —2003_/2004 fanning seasons Nun (‘,, 1 act mlu 8 51 ‘“i:l/
Season Amonnt Amount Amount . ' ).‘..’_ e
Disbursed | Recovered | In Defaalt HOL"CL ] ldd SUrvey ( {(h\

W ‘o 9
2002/2003 | 979800 | 802,500 | 117,300 | (1197) Multiple response
2003/2004 | 1.195300 | 998900 | 196,400 | (16.13]

lncreas 218500 [ 136400 | 79,100 | (446) | s o s I e
B ® = 9 ’ m“_‘f‘)m Iable 2 above indicates that al
Sources:- NACRDB Minna branch (20006) o p far activi®

o . tespondents used the credit for famm

Note: Figures in bracket are percentages.

. . iy o o
‘while 39.23% of the rcspnmlmls s

Y,
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that they also used part of (h;"c

r(‘(li( r()l‘ non

farm activities. Am
i s. ong such n
& ()n_fnn“ ACEIVIES
activities

were payment of debe, school fees hospital
h Spita

and

food bills. Finding further revealed that
R al most

respondents  spent

more on Jand preparation

than on other operations. Other operations i
ations in

the order of their importance include weeding

harvesting,  planting  and  others. T
s. The

most

important_inputs with regard to credit need
~ eds

were labour, fertilizer, sceds, chemicals and
L8 HIRLE

storagc/ pnckaging materials.

Types of Crops Produced.

The ability of a farmer to repay his loan

to a large extent depends on the types of cash

crops produccd and the amount of income *

~

realized from the sells of such crops. .The table

below shows tmarious tyﬁ;:\ of crops grown by ’

\

the respondents. . \

Table 3: Type of Crops Grown by Respondents

[ 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
Vegetables 72 55.38
Melon (Egusi) 54 41.54
Pepper 65 50.00
Tree crops 41 31.54

Source:- Field survey ( 2000)
*Multiple response

66

S ;
Unuae, A, M, Nelarsesa and Y. Lliyasu

¢ the

A close look at Table 3 reveals that whil

~ percentage of farmers who grow food crops was

high, it was Jow for cash crops. The composition
of the list revealed that thc commonest cash

crops in- their order of importance are rice,

groundnut, cowpea, melon and yam in addition

to fruits and tree crops. The percentage of

' [
respondents who grow fruit crops, tree crops and

vegetables  were 59.23%, 31.54%, 55.38%
respectively. These crops were not gown on Jarge

scale as compared to other crops. From the

deduce that the
funds

above findings, it can be
respondents misallocated  the credit
because most of the rcspondent:; were not
interest in maximizing profit but food security
was their primary goal in farming. Abe, (1981)

also reported that wrong selection of enterprise

may lead to default payment of agricultural loan.

Complementaty Service

The success of any credit programme in
increasing  the productivity of the farmers
depends on the extent to which the credit is
accompanicd with complementary services likc
cffective extension services and supervision.

Table 4; Extension services rendered

Extension Service | Frequency | Percentage
Fort nightly 16 12.3%
| Monthly 27 20.77
" | Quarterly 46 35.38
[ Yearly 28 21.54
Not at all 13 10.00

Soutce:- Field survey (2006)

~

i 0
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<hows that the extension

Table 4

! Lo a was 'lot EllC()lI[‘QO”)g
scrvices 1n l')i ﬁ{ll(l) arc o

Nn77% of the
because only 12.31% and 20.77%

indi v ived
respondents  indicated that they rece
extension agents fortnightdy and monthly during

the seasons. Alce. from the information obtamed

the credit supcn'isinn of

fnnn

\.‘!gcnq’.
respondents u{ very podr. The loan packages
were thercfore gi\'cn to }IE rcspondcnls with
Iitle or no suppofuing scr“ccs. Provision of
extension services has many advantages espccial])'
if 1t 1s linked with supervision of credit.
Supervision if properly carried out provide an
msurance against mass diversion of credit to
non-farm  sources and provide a means of
assesstng the effectiveness of the farmers with
regard to their ability to combine resources to
maximize profit. Adeyemo (1982) stressed the
need to accompany credit with complcmentar}'
services because it is only then that fammers will

derive maximum benefit from the credit package.

Credit Probfems
It is an established fact that no credit

package can provide all the credit needs of the

farmers. Table S below shows the distribution of

respondents as regard problems associated with

the credit.

14

Cird’ff L&d 2nd LU ~F 2~y ° e
Table 5: Credit problem

Problems Frequency, |
Credit is inadequate 53 ‘*'Z’j |
14 T
Credit ts untimely 34 | 26_:"
High interest rate i1 ‘\/
Collection tunc not conducive 25 *\jj\L
Repay tern not conducive 49 ‘?7?‘
High prices of input 3?\2\5\:
"1 ack of market for producc 32 %o
Low price for produce 26 07
]

Source: Field survey (2006)
*Multiple response

From the table above, it is eviden: 7.
40.77% respondents complained that the loz
was inadequate. Similarly, 37.69% respondeny
that  collection

out term wy

pointed
unconducive. The respondents stressed thar 1t
idea of collecting repayments only in cash is nx
doing any good to their repayment abilitiz
because they lack marker for their p;cd::i
Other major problems indicated in Tzble S
ix‘lclude untimelyness of credit (26.15%), higt

cost of mputs (26.92%) and lack of marker f

produce (24.62‘3{)).

General Production Problems
The distribution of respondents Wil
regards to che general production constraint =

the study area is

presented in Table 6.
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Table 6: Gene

cal productiog Proble

s m
[ Problems '1'."“\;'“' '4
b i e l tne )v l)““‘\‘lll:\“p
Droug 0 |——
Flood - (”\ —l——
e 4.67
Pest and ({i‘:c'\;c\- ’ 3 —
DA N VY G 1 l 5 _‘ &g S
IR 1 23.85
Fire owt break o I‘(‘)A - :7 .
G
—— |
Health problem D 2
= 2077
Sources- Freld surw:; E“__g()b?\ T —

Agricultural production s characterize
by a lot of tncertamties, the fig that 23.85¢
. EARTLS N

respondents had problem of

/
%

pest and diseases

justifics this  assertion,

On the other hand,

oL o —
20.77% of respondents tdicated (hac they had

poor health problems and therefore, spent part

of the eredit on |mspilnl bills and could not

recover what they mvested beeause they were

- - - -y .
absent from the fanm for several months. The
result also reveals that there were enough rains

tlu'oughout the production seasons because no

respondents indicated any problem of drough.

. K
Table 7: Relationship between respondent’s
_personal characteristics and repayment default

Asymp. N
(X*) Sig. (X4 (Decision)
value Df (2 sided) tab 0.05%
Family size .
Pearson (X3) 13633 6 0034  12.59 Sig.
Likelihood .
Ratio 14572 6 ~-0.024
Number of B
valid cases 130N .
Age }_ -
-55“:&(_”) 48l6 3 018 ,\ 781 Not Sig,
Likeliliyod s
Ratio T R D 1 4 AR —

Nlll\ll\ﬂ' ol

valid case 130 LT.Y]
T—— - s . 06
Source:- Computer from ficld survey data (2006)

68

S U
man A, Af, Nilansesa and ¥, Uipany

Results in Table 7 ndicates chat a

sigmilican u'l:nmnr,llip extets between  the

respondens
(X.‘. -

tneonnected o the fact that family expenditure

§ f'.unily size and repayment default

0.034, P<0.05). This may not  be

for |i\l';’,l‘ rnmilivr;, tends to draw more on fnmily
ncome so that only a meager sum is left for
mvestment or loan repayment. This suggest the

both

consumption  and production needs of the

need  to credit

provide to  cover
farmers. Furthermore, Table 7 indicates that
there was no significant rclationship between age
of the respondents and repayment default (=

0.186,P > 0.05). This means that the age of the

respondents will no  affect  their repayment

abilities
Conclusion

From the findings of the study, it can be
concluded that the respoudents used credits for
both farm and non farm activities. Among such
non-farm activitics are payments of debr, school
fees, hospital and food bills. Credit package does
not include adequate complementary service.
Some of the root causes of repayment default are
unconducive collection term, high cost of inputs
and lack of market for produce. Other causes are
due 1o nmawural and biological uncertainties,
misallocation of credit fund as well as failure of

imvestment due to poor health,
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