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With the attainment of political independence, Nigeria and her

leaders have started to attack the problems of economic growth and

development. Since the country is predominantly agrarian, agricul-

ture is the main source of the total national output. Capital accumu-

lation needed for the country's development will come primarily

from the agricultural sector of the economy.

The agricultural sector is still operating on subsistence levels

and must be transformed if the sector is to operate adequately and

efficiently. One of the vehicles for agricultural development, im-

provement and rural transformation in general is a credit system

designed and operated to suit local conditions in the rural areas.

The credit system must operate initially in the form of a super-

vised credit mechanism to be made up of private enterprises -

commercial banks and rural banks; co-operative enterprises - rural

co-operative credit associations; and public enterprise - the
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operation of various government agencies to channel direct govern-

ment loans to the rural farmers.

The development of such a credit system in Nigeria should take

about 30 years. The development must be backed by an Extension

Service network that will supervise and in some cases service the

loans. Character, the will to succeed, and repayment capacity should

be the basis for granting loans to individual farmers.

Since savings in the rural areas are small and scattered, the

government and outside indigenous capital resources will be expected

to play a leading role in the development of the system and in pro-

viding directly and/or indirectly, a significant portion of the loanable

funds. The government and the central bank also should supervise

and regulate all of the institutions within the system to ensure that

they oper3te in the public interest.

The government should provide the necessary conditions in the

form of laws, social overhead capital, and, when necessary, price

stabilization programs to assist the rural sector to develop.

Rural conservatism, poverty, mass illiteracy, general ignor-

ance, conflicts within and between ethnic groups, and lack of trained

personnel, are some of the impediments the system will encounter

in its development. It is logical to assume that these impediments

will die inch after inch with the passage of time and as the farmers

begin to reap the benefits of better production methods.
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A CREDIT SYSTEM FOR RURAL NIGERIA

INTRODUCTION

There is one central aspect of modernization in
Africa which has been undu1y neglected by govern-
ment officials and social scientists concerned with
African development - the transformation of rural
society and economy.

(Geiger, 1962, p. 13)

The second half of the 20th century has witnessed many parts of

Africa get on the band-wagon of change. Nigeria, like many other

new nations of Africa, is part of the underdeveloped world that has

embraced '1the wind of change" and the "revolution of rising expec-

tations.

tn the past years, many Nigerians, including those in power,

equated economic development of the country with industrialization.

Development efforts and aspirations were geared to the industrial

sector while agriculture was looked upon as a state of servitude,

primitive, and static. Such views on agriculture could be seen from

the low position it occupied in the country's development plans,

political manifestoes, and other development documents. It was,

therefore, not surprising that Agriculture was made a Regional

(State) rather than a Federal (National) subject in the Nigerian Con-

S titution.

Some economists who have written on African development have

also emphasized the secondary role of agriculture in the continent's
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development. Marcus (1963, p. 21) maintained that 'the role of

agriculture . . . would be that of a handmaiden; its development size

and character would be the result of remaining sector's growth, or

their need for labor and supplies to be obtained from the rural sec-

tor." Although he assigned agriculture the following goals:

(1) the expansion of export crops; (2) the replace-
ment of an import; (3) the reduction of production
costs; (4) the absorption on the land of additional
population; (5) the increase of food supplies for the
growing urban areas; (6) the increase of raw mater-
ials for the industrializing sectors; and (7) the re-
lease of labor, to be transferred to the other sectors;

he saw no substantial or serious reason to pay particular attention to

agriculture.

In the early sixties, the importance of agriculture and its lead-

ing role in the economy of Nigeria became apparent to some Nigerian

leaders and policy makers. The As1by report published. in 1960

stated among other things:

Investment in agriculture is inadequate axid rarely in
the public eye. Publicity goes to industrialization,
construction, and the like . . . But we are in dilemma
when we come to make recommendations about agri-
cultural education, because the chief weakness in the
present system is not the agricultural schools but the
reluctance of students to go into them. It is scarcely
an exaggeration to say that effects of education, from
primary school to university, is to draw boys away
from the farms to the towns and cities. We feel bound
to say, therefore, that only a combination of higher
salaries and better living conditions, coupled with per-
sistent propaganda about the importance of agriculture
to the nation, will ensure the (necessary) annual output.
(cited in Healey, 1964, pp. 254-255)



TheNigerian Development Plan 1962-68, took into account the im-

portance of agricu.lture in the countryts development efforts. Intro-

ducing the Plan in the House of Representatives in Lagos in 1962,

the Hon. Waziri Ibrahim, Minister of Economic Development, de-

dared:

All (Regional) Governments recognize that it is
upon raising the productivity of our agriculture
that, for many years to come, the economic growth
of the country will largely depend. (cited in Healey,
1964, p. 258)

In a message to the Society of Agricultural Students, University of

Ibadan, the President of Nigeria noted:

Nigeria as a developing country has been handicapped
because our economy has traditionally depended mainly
on rural agriculture in a subsistence economy, and
our educational system unfortunately placed less em-
phasis on scientific agriculture.

Consequently, agricultural activities have lagged be-
hind in our development program; but experience is
beginning to make us realize that basic knowledge in
scienceis fundamental to the expansion of the agri-
cultural sector of our economy as a complement to
industrialization. (cited in Federal Nigeria, 1965,

p. 9)

Table I contains the investment allocation figures in the Nigerian

Development Plan 19 62-68. Of the L 91. 8 million allocated to Pri-

mary Production, agriculture and allied sectors received about

L 16. 2 million, Table II gives a breakdown of the Primary Produc-

tion allocation. Both tables indicate that agriculti.tre now has a place

in the official circles. The agricultural allocation figures can be



4

TABLE I. INVESTMENT ALLOCATION, NIGERIAN DEVELOPMENT
PLAN 1962-68. (Public Sector Only)

L Million

Primary Production 91. 8 13. 6
Trade and Industry 90.3 13.4

Directly Productive 182. 1 27. 0
Electricity 101.7 15. 1
Transport 143.8 21.3
Communication 300 4.4

Infrastructure 275.5 40.8

Water (Except Irrigation) 24. 3 3. 6
Education 69.8 10.3
Health 17.. 1 2.5
Other Social Welfare 50. 4 7. 5

Total "Social Welfare" 161. 6 24.9
Administration 56. 6 8. 3

Total 676.8 100.0

(Source: Green, 1965, p. 257)

TABLE II. PLANNED EXPENDITURES: PRIMARY PRODUCTION.
NIGERIAN DEVELOPMENT PLAN 1962-68.

Agricultural Research

Agricultural Loans and Grants to Regions

Agricultural Credit

Fore stry

Fisheries

LsNs

1,462

10, 000

3, 000

498

885

Veterinary 322

Total 16, 167

(Source: Healey, 1964, p. 257)
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compared with the data in Table III. Assuming that Primary Pro-

duction clusters around agriculture, then, one can say that agricul-

ture that composes at least 65 percent of the Nigerian Gross Domestic

Product received 14 percent of the country's planned investment.

This may not be impressive, but it is an improvement.

TABLE III. COMPOSITION OF NIGERIAN DOMESTIC OUTPUT,
19 58-63.

1958-59 1962-63
L million % Lmillion %

Sector:

Agriculture 619. 9 68. 9 694. 1 64. 7

Mining 7. 0 . 8 18. 2 1. 7

Industry 100.7 11.2 138.3 12.9

Tertiary 172.4 19.2 221.7 20.7

Gross Domestic Product 900. 0 100. 0 lO7. 3 100. 0

(Source: Green, 1965, p. 257)

With "The New Deal" for agriculture now in making, it is quite

obvious that required growth in agricultural productivity, moderniza-

tion, and improvement usually means that more capital must be

channeled and invested in agriculture. It means that "Agriculture"

that has in the past meantthe agricultural schools at Moor PI-anta-

tion, Tjmudike, and Samaru should be redefined to include the activi-

ties of the rural Nigerian peasants, scattered in about 300, 000



villages and whose occupation forms the core of the country's pro-

duced output. It will not be sufficient to allocated capital to agricul-

ture, it will not be sufficient to increase the production of agricultural

output; food storage, marketing facilities, and reasonable returns

to the farmers are some of the necessary things that a genuine agri-

cultural program should provide. Food shortages are functions of

both production and distribution. If the capital allocated to agricul-

ture is to be productively utilized, it has .to reach the rural farmers;

if rural savings and capital are to be mobilized for development pur-

poses, they must be institutionalized; in short, if rural Nigeria is

to be transformed and its economic potentials tapped, it has to be

activated by technical programs in production, marketing and credit.

For the purpose of this thesis, the writer will endeavor to de-

sign a credit system that will aid in transforming rural Nigeria to a

modernized and more efficient sector of the national economy. Such

a system will not only aid in generating and increasing rural incomes,

output and well being, but will also assist in the establishment of

what Myrdal (1956, p. 360) called:

The building up of a variety of institutions, serving
the purpose of promoting individual savings, and
organizing them and making them fruitful to the saver
and to the community.

It is the writer's view that a rural credit system organized through-

out the rural areas of Nigeria and structured to suit local conditions
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will contribute to "rural transformation" that Geiger (1962, p. 16)

saw as covering

many aspects of rural living and working - for ex-
ample, stimulation of new forms of organization of
agriculture and of changes in attitudes and values
to make them more conducive to increasing produc-
tivity, saving and investment; . . . improvement of
relationships between town and countryside, both
political and economic; and related social and phy-
chological changes.

Attempts made to obtain information from various ministries

and departments of agriculture and co-operatives in Nigeria proved

very unsuccessful. A reply from two departments did not contain

the necessary information requested and further communication with

the two was not replied (See Appendix).

The limitation of non-response from Nigerian sources led to the

utilization of available materials from library facilities at Oregon

State University, University of Oregon, and the African Studies Cen-

ter at the University of California in Los Angeles. The development

of rural banking facilities in the Philippines and supervised credit

operations in some underdeveloped countries of Asia and Latin

America were followed while structuring the system that will hope-

fully fit the Nigerian situation. Although the United States experiences

in rural credit development have many unique characteristics that

may not apply to the conditions in Nigeria, the principles of super-

vised credit that this country developed have a lot to offer a country



like Nigeria. These principles were not overlooked in this attempt.

The writer will treat at some length the various socio-economic,

political and cultural environments in which rural Nigeriais found,

with the hope that a clear understanding of those forces constitutes

the prerequisites or organizing a rural credit system for the courtry.



NIGERIA, LOCATION AND HISTORY

. . In the first place, as the title 'Royal Niger
Company's Territories' is not only inconvenient to
use, but to some extent is also misleading, it may be
permissible to coin a shorter title for the agglomera-
tion of pagan and Mohammedan states which have been
brought, by the exertions of the Royal Niger Company,
within the confines of a British Protectorate, and thus
for the first time in their history need to be described
as an entity by some general name. To speak of them
as the Central Sudan, which is the title accorded by
some geographers and travellers, has the disadvan-
tages of ignoring political frontier lines . . . The
name 'Nigeria, ' applying to no other portion of Africa,
may, without offense to any neighbours, be accepted
as co-extensive with the territories over which the
Royal Niger Company has extended British influence
(Miss Shaw, 1897, cited in Epelle, 1960, p. 14,)

The Federal Republic of Nigeria is a 'tailor-made' of British

Imperial history and colonial administration. It lies wholly within

the tropics and has an area of about 356, 000 square miles, a little

more than the areas of the States of Texas and Oklahoma combined.

Nigerias climate, topography and vegetation are varied. Along

the coast which is quite close to the Equator is an area of torrid,

swampy lowlands with tall tropical forests. Farther inland is a re-

gion of dense rain forest with such commercial trees as mahogany

and cedar. This is followed by a middle belt of low forest which

stretches into the northmost part of the country and submerges into

a semi-desert along the fringes of the Sahara Desert.

Due to the British political influence, Nigerian political institu-

tions are British oriented. The Republic is at present made up of



four Regions (like states in U. S. A.) and the Federal Territory of

Lagos. Although the Regions have high degrees of autonomy, the

Federal Government has exch.sive powers over foreign affairs, de-

fense, and currency.

Resources Base
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According to the last census (1963-64), the population of Nigeria

is about 56 million. This makes the country the most populated

country in the continent of Africa. With a size of about one-thirtieth

of the entire continent, Nigeria has about one-sixth to one-fifth of

the continentts total population. The population density ranges from

about 1000 per square mile in Mbaise County, Owerri, South-

eastern Nigeria, to a little more than 20 per square mile in some

arid areas of Northern Nigeria. The average population density for

the whole country has estimated at 93 persons per square mile in

1959, (National Economic Council, 1959, p. 12-13).

Population Characteristics

According to the 1952-53 census figures, about six million or

19 percent of Nigerians lived in the cities of 5, 000 or more. In a

space of 22 years (193 1-53), the number of towns of more than

20, 000 people increased from 24 with a total population of 1,343,000

to 47 with an aggregate population of 2, 979, 000. Urban population
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increase stood at three percent while the increase in the entire popu-

lation was a little under two percent (National Economic Council,

1959, p. 1Zl3).

Nigerians are a homogenous racial group with a high degree of

ethnic diversity. There are about 300 different ethnic groups in the

country. The Hausas in the North, the Ibos in the East, and the

Yorubas in the West, are the major groups. Islam, Christianity

and Animism are the major religions. Islam is predominantly strong

in the Northern Region, while Christianity and Animism are prac-

ticed in the Southern and Middle Belt areas of the country. This de-

gree of diversity makes it necessary to have agricultural and rural

credit programs structured to suit individual areas while at the same

time maintaining an over all national development objective.

Education and Income

Literacy percentage in Nigeria is very low.

In recent years, however, great progress has been
made in the two most advance4 Regions. Here 80
percent of the total population of school age in the
towns is now receiving primary education for periods
of from six to eight years. The declared aim of es-
tablishing free universal primary education through-
out the Regions has not yet been realized, for time
is needed to expand the supply of trained teachers and
to build schools, especially in the remoter areas. In
Northern Region progress is still handicapped by popu-
lar indifference to education. There is, however, a
growing realization of the relative backwardness of the
Region, and a determination on the part of its govern-
ment to accelerate economic and cultural development.
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(Wells and Warmington, 1962, p. 18)

Figures released by the Federal Ministry of Education show that in

1962, therewere 2,834, 100 Nigerian children in primary schools;

195,499 in secondary schools; 7241 in technical and vocational schools;

3866 in other high institutions (Federal Nigeria, 1964 ). In addi-

tion, there are many Nigerians studying in various centers in Europe,

North Arerica and other African countries.

The introduction of free primary education has created the

"school leavers problem" in the Southern Regions. School leavers

from these areas who have only six to eight grade educations form

the core of the rural exodus and urban immigrants. This has re-

sulted to mass unemployment in the urban centers. As one a.uthor

puts it:

the employment problem of school leavers - caused
by the impact of education on a background of tradi-
tional society and an under-functioning economy -
aggravates the existing latent and open unemployment.

The greatest number of employment opportunities
must therefore be found within agriculture. But it is
no use telling school leavers to go back to farming
without any plans for them; they will need some practi-
cal help at the beginning . .

(Callaway, 1963, p 357-361)

In other words, the school leavers need to be helped to make farm-

ing and the rural areas better occupations and places to live.

In 1957, the Gross Domestic Product of Nigeria was estimated

at L938. 7 million (Okigbo, 1962). In Mardi, 1961 Stolper and others
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(1962, Ch. two), extrapolated the 195.7 estimates and got the Gross

Domestic Product to be L 1026. 5 million in 1960. Using these figures,

"the 1960 GNP of L 1026. 5 million divided by a population of 35. 6

million equals L28/l6/7d or $80.72 per capita (in terms of 1957

market prices)," (Sokoliski, 1965, p. 137). This amount will cer-

tainly be smaller if depreciation and subsidies are taken into account.

With a population of 56 million in 19 63-64, one can assume that ui-

less the economy has grown at a more faster rate than the growth of

population within the period, the income per capita has decreased.

One can equally say that in the event of a decrease in income per

capita, the rural populace will be worst off per capita.

Sokolski (1965, p. 137) had observed that:

. . since the national income figures omit certain
services performed by members of the rural house-
hold, like the drawing of water, it may be justifiably
assumed that the typical income of the farmer and
the per capita figure above are of the same magnitude.

This assumption loses its strength when one considers the fact that

rural income depends partly on rural household activities and partly

on the price of export products. Despite the stabilizing functions of

the Marketing Boards, prices of primary products have not been to

the favor of the rural products. Unlike their urban counterparts

whose income is sticky due to unionization and minimum wage regula-

tions, the rural farmers income is subject to heavy fluctuation.

Lastly, rural households are larger than urban households and are
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characterized by young people who are not productive and whose

share of the rural income is almost equal to that of the adults.

Transportation and Communication

In recent years, there has been an improvement in Nigerian

transportation and communication systems. In the past and as a re-

suit of the country's colonial heritage, the transportation system was

built primarily for carrying produce to the ports enroute to overseas

and little or no attention was paid to the promotion of indigenous

trade and agriculture. Table IV indicates Nigerian traffic trends

past and projected. Table V gives a comparison of road density in

Nigeria and selected countries. Datain Table V do not measure

qualities of roads, Some Nigerian roads are impassable for vehicles

during rainy seasons.

The Nigerian Railways which was recently extended to the far

corner of North.eastern Nigeria, continues to be the chief inter-

regional carrier. This supremacy of the Railways is currently being

challenged by Road Transportation (Lorries, mammy wagons and

buses) which not only engages minter_regional services but also

reaches remote areas in the villages. Although few Nigerian rivers

are navigable all year round, there are quite a number of inland

waterways commerce and transport activities. The chief sea ports

are Lagqs and Port Harcourt while Onitsha and Markurdi are the
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TABLE IV. NIGERIAN TRAFFIC TRENDS PAST AND PROJECTED,1
1953-1972.

Freight Passengersear Rail Road River Total Rail Road Air' Total

1953 687 840 88 1,615 351 3,920 6 4,277
1954 775 1,020 95 1,880 353 4,760 9 5,122
1955 937 1,200 99 2,236 349 5,600 9 5,958
1956 1,002 1,380 101 2,483 395 6,440 10 6,845
1957 1,099 1,500 110 2,709 445 7,000 12 7,457
1958 1.065 1,710 100 2,875 459 7,900 13 8,372
1959 1.214 1,830 120 3,164 372 7,930 15 8,317
1960 1,103 2,010 120 3,233 358 8,71014 9,082

1962 1,300 2,400 125 3,825 415 9,650 15 10,080

1967 1,750 4,070 145 5,965 465 12,400 28 12,893

1972 2,000 6,480 240 8,720 485 16,200 57 16,742

(Source: Robinson, Smith and Glare, 1961, p. 55)
'The source and bases for these calculations are discussed in

the later sections covering each form of transport.
21n millions of ton-miles.
31n millions of passenger-miles.
4Estimated from load-ton figures for internal services only,

TABLE V. ROAD DENSITY IN NIGERIA AND SELECTED
COUNTRIES.

Square

Eastern Nigeria
Western Nigeria
Northern Nigeria
All Nigeria
India
Ceylon
Ghana
Uganda
Kenya
Tang anyika
Central African Federation
United States
United Kingdom

miles of area per mile road

2

4
13

7

4
3
7

7
10
12

9
1

0. 5
(Source: Robinson, Smith and Glare, 1961, p. 140.)
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chief river ports.

The Nigerian Airways offers reasonable services between corn-

mercial centers throughout the country. International services ter-

mi.natingin such places as London and New York are also provided

by the Airways.

In rural Nigeria, transportation is also provided by donkeys,

camels, bullocks, and bicycles. The latter are even used for human

transportation.

Nigerian Posts and Telegraph Department provides telephone,

telegraph and mail services. Rural Nigeria: is serviced by Postal

Agencies operating mail services about three days in a week. Some

of the Agencies are being raised to sub-post offices and allowed to

handle more elaborate postal activities.

Natural Resources

Apart from agriculture which is the mainstay of the Nigerian

economy and which will be treated in full in the next chapter, Ni-

geria produces and exports such mineral products as crude oil, tin,

columbite, coal, and a small quantity of gold. It was estimated that

the country produced ten million tons of crude oil last year (West

Africa, October 1965). Natural. gas was recently found in Eastern

Nigeria. "The most important field is at Afam, producing ten mil-.

lion cubic feet (at 1100 BTU per cubic foot) of gas per day; up to



17

50 million cubic feet of gas per day could be developed at a short

notice"(citedin Sokoiski, 1965, p. 44). There are considerable

amounts of evidence to show that when the country's natural resources

are fully explored, more vital products might be discovered.
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THE NATURE OF NIGERIAN AGRICULTURE

It is rare for one parcel of land to exceed half an
acre, but one man may farm several parcels. They
are irregularly shaped and often demarcated by a
boundary line of cassava. The land immediately
around the compound . . . as distinct from 1farm'
land, is invariably cultivated and may contain raphia
palms, citrus trees and coconuts palms as well as
plantains, okras, ebre, yams and fluted pumpkins

Total holdings including compoundland, average 1.4
acres, ranging from 2 to 4. 9, and the average for
the area as a whole is probably much the same. Each
household farmed on the average, 4 parcels of land,
excluding compoundland; the distance from one to
the next might be as great as two miles

(Martin, 1956, p. 7; C. F. Mann, 1965, p. 12)

Nigeria is an agrarian country with only about 20 percent of her

people in the urban centers. Agriculture is by far the most impor-

tant sector of her economy and the most widespread throughoit the

country.

Since it is everywhere warm enough for plant growth, it is the

amount, seasonal distribution, length of rainy season, and the re-.

liability and effectiveness of rainfall that mainly determine plant

growth. If agricultural productivity and development are taken as

functions of physical features, climate, soil, social, economic, and

cultural organizations, one can accurately say that Nigeria does not

form a cultural or agro..econornic unit. The organization of produc-

tive activities in agriculture varies even within short distances. The

only common elements in agricu1tral production and organization



19

throughout the country are the subsistence nature of production and

the managerial status of most of the peasants.

Being part of the tropical world, Nigerian soil is not as good as

some soils in the temperate regions. Although luxurant vegetation

flourishes in the southern part of the country, the soil in the area is

said to be ill supplied with humus. Further inland to the north, the

soil in some areas form part of the so called "Guinea bowl " which

is noted for heavy lateritic crust. This soil type is hostile to vege-

tation (Gourou, 1964, p. 20). Vine (1953, cited in Johnston, 1958,

p. 50) classified Nigerian soils and drew the distinction between:

1. the highly leached soils in the high-rainfall zones of the

south which arenot deficient in phosphate but lack in nitrogen;

2. the light sandy soils of the north which are deficient in phos-

phate but have sufficient nitrogen.

Under the former, "fertility appears to be lost rapidly under culti-

vation"; while under the latter, cropping could be practiced if allowed

to be fallow for many years.

Nigerian Agricultural Products

There exists a dualism in Nigerian agricultural production.

This is neither in form of the "settler sector products" and "native

sector products" as exist in some Alrican countries nor in the form

of small-holder products and plantation products since, few
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plantations exist in the country.

One form of technical classification groups Nigerian agricultural

products into:

1. the forest zone products that form the Root Economy";

2. the Sudan zone products that constitute the "Grain Economy"

(Stapleton, 1958, p. 13).

Commercially, the products can be classified under the following

groups:

1. the Cash crops so called because they are exported into the

world markets outside the African continent. Palm produce,

cocoa, groundnuts (peanuts), cotton and rubber are good ex-

ample s.

2. the Semi-cash Crops so called because they are exported to

some West African countries. Kola nuts are good examples.

3. the domestic products, so called because they are produced

and marketed for internal consumption. Yams, manioc,

rice, guinea corn, maize, citrug, and plantains are noted

examples.

The above classification is for identification purposes only. There

is also some degree of overlap because some cash crops and semi-

cash crops like palm produce, peanuts, cotton and kola nuts are also

consumed locally. Table VI indicates the value of various agricultural

products at factor prices of 1957.
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TABLE VI. NIGERIAN OUTPUT OF TREE AND FIELD CROPS AT
FACTOR PRICES OF 157 (LMLLLION) 1950-60.

1950 1954 1957 1960

Crops grown primarily for
Domestic use:

Root crops 184.7 201.0 197. 1 (a)
Cereals 81.6 134.1 129.7 (a)
Kolanuts 3.9 4.1 4.9 (a)
Beans and others 31.1 35.8 29.0 (a)

Crops grown primarily for
Exports:

Groundnuts 16.3 26.4 40.5 25.2
Cocoa 16.5 12.1 1.0 36.0
PalmProduce 29.6 35.4 32.5 33.7
Cotton 4.0 9,4 9.9 7.0
Rubber 2. 0 3. 1 5. 6 8. 4
Soya beans 0. 1 0. 2 0. 3 0. 3
Benniseed 0.3 0.6 0.6 0.8
Bananas and plantains 6.8 8.2 8.5 8.8
Others 0.7 0.9 0.8 0.8

bOf which exports 50. 3 65. 2 80. 3 90. 6
Home consumption 26. 0 31. 1 30. 4 30. 4

Totalofallcrops 377.6 471.3 471.4 491.0

(Source: Sokoloski, 1965, p. 31)

aData not available.

blncluding increases (and net of decreases) in stocks held by
Marketing Boards.

The country's agricultural products also follow political lines.

En the cash crop sector, palm produce is mainly from the Eastern

Region, cocoa from the Western Region, peanuts from the Northern

Region, and rubber from the Mid-west Region. Regional Marketing

Boards therefore specialize in marketing each of the major cash
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crops.

Land Tenure System

Membership in a community, not the payment of a
price, was the basis of land ownership.

(Kimble, 1962, p. 37)

Nothing is as ill defined as land tenure inNigeria. Likemany

other Nigerian characteristics, there is hardly any uniformity in

the system of land tenure throughout the country.

Lord Lugard's conception of the Dual mandate and its applica-

tion to Nigeria prohibited foreign ownership o land in the country

and recognized the traditional "native law nd custom" conception of

land tenure. This system is inimical to agricultural development.

Where land is fragmented, the introduction and adoption of modern

farming practices will be difficult if not impossible. Table VII gives

the pattern of land utilization in Nigeria as of 1955.

TABLE VU. PATTERN OF NIGERIAN LAND UTILIZATION, 1955.

Northern Western Eastern
Use Region Region Region

Under farm crops 6. 8 9. 3 20. 5
Under tree crops - 7. 0 2. 7
Bush fallow 9. 3 22. 2 42. 5
Forest reserves 6. 1 15. 6 8. 1

Other forests 31.2 0.7 . 3

Built-on-areas 0. 8 1. 0 1. 7
Uncultivated
Bush pastures
Wasteland 45. 8 44. 2 22. 2

Total li.0 100.0 T00.
(Source: World Bank, 1955. p 200)
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Traditionally, and in some areas, land is regarded as the pro-

perty of the community, village or clan. The often quoted concept

that "land belongs to a vast family of which many are dead, a few are

living and countless numbers are still unborn" applies in these areas

and fragmentation of land as a result of population pressure is the

rule rather than the exception. Still, in these areas, it is acknow-

ledged that land which boarders a peasant's dwelling or compound is

basically his and he has the discretionary right as to how and when

he can use it, Other farmlands are used as a matter of privilege,

granted by the community. The privilege does not run into an in-

definite period. Farmlands are reallocated and/or reapportioned

according to need and changing circumstances such as increase or

decrease in the male adult population of the community.

In other areas, where the population is less dense, and where

due to custom and other cultural factors people tend to farm at ran-

dom, land tenure is hardly known. Peasants generally open up a

virgin forest and farm it until the fertility of the soil is exhausted;

a new area is opened up and farmed the same way. In the far north

among the Islamic kingdoms, land ownership is fedual in nature be-

cause of the unique position of the Emirs and their relationships with

various District Heads who are in many cases members of the Emirs'

families. In some parts of Western Region, similar situations did

exist but have been modified by some form of democratic reforms of
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the major institutions. The Sobos and the Ibos of southern Nigeria

are noted for a great deal of wastage of capital by way of lawyers'

fees, court proceedings and the like over land cases and allied liti-

gations.

Many factors are now working against the traditional land tenure

system. Land is now pledged and as Lloyd (1962, p. 309) observed,

many types of such pledges "now closely approach the English con-.

cept of mortgage, though in much simpler form." Igwe (1954, p.

57-68) attributed the changes in land tenure system to economic, re-

ligious, political (including geo-politics), Americanism, and above

all, the traditional cultural values encounter with Western values

and the successful elimination of the former by the latter.

Thus, with the advent of the market economy, the produce of

land began to have otential market values and customs and traditions

began to give way to a more well defined form of land ownership.

The death of old customs is further accentuated by the new form of

social group commonly called the elite. Oluwasanmi (1957, p. 732)

described the move in the following terms:

The emergence of new economic and social classes
deriving their power and prestige from such unortho-
dox sources as material wealth and formal Western
education has made a deep inroad in the authority of
the tribal chieftain over land matters. As the tradi-
tional and narrower concept of "community" acquires
greater flexibility in interpretation so also has the
power of the tribal chieftain diminished. This break-
down in traditional loyalties reflect enevitably in the
administration of land.
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Although the above description fits more to the movement of land

ownership in the urban centers and therefore constitutes an urban

phenomenon, its impact and practice are now moving slowlyinto the

rural areas, where larger portions of land area exist. In these

areas, the encroachment against traditionalism is mostly economic.

Halley (1957 , p. 803) stated the impact as follows:

In almost every area in which subsistence cultivation
has given place to cultivation of marketable crops
there can now be found instances of the commerciali-
zation of land rights.

Land Utilization

In 1957, Oluwasanmi (1957, p. 735) estimated that 81 percent of

Nigerian farmlands was uncultivated. The World Bank (1955, p. 199)

stated that about ten percent of total area of Nigeria was "under culti-

vation for farm or tree crops," 57 percent was uncultivated or kept

fallow, while 32 percent was forest covered areas.

Official colonial policy on land tenure directly or indirectly aided

the uneven utilization of farmlands in Nigeria. A high degree of

localism which such policy confirmed or protected resulted in some

groups particularly in the less densely populated areas, claiming un-

cultivated bushland which they never cultivated or cultivated only

once in a blue moon.

How to utilize the uncultivated areas still remains a subject of
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controversy. Oluwasanmi (1957, P. 736) has called for a state action

that would "enclose large areas of land for resettlement and other

agricultural projects without paying the heavy compensations now re-

quired under existing legislation." Igwe (1954, p. 67) held a differ-

ent view and declared:

the time is now ripe for a general enclosure move-
ment giving a free hand to any, in lawful and bene-
ficial occupation of land, to develop the land resources
to the benefit of himself and the country.

Hailey (195Z , p. 7) a noted African expert called for a somewhat

middle of the road policy, by asking that "a form of title which will,

on the one hand, preserve the residual rights of the community in

its lands, and on the other, provide the holder with the necessary

economic incentive to the best use of land."

The controversies notwithstanding, it is the writer's view that

for any qualitative and quantitative development of Nigerian Agricul-

ture, efforts must be made to utilize the uncultivated farmlands in

such a way as to increase the overall agricultural productivity of the

country, encourage rural mobility, foster national cohesion, and

bestir individual incentives. Land as such is not a scarce factor in

Nigerian agriculture. The limiting factor is the arrangements under

which land is held. A national land policy should therefore, be a

necessary element in the introduction. of rural credit programs, and

aid in utilizing the bushland to increase and improve rural producti-

vity.



Agricultural Techniques and Equipments

Buchana and Pugh (1955, p. 103) classified Nigerian agricultural

systems as follows:

1. Systems of shifting cultivation or bush f allowing; an infinite

number of sub-divisions may be distinguished within this

general category.

2. Systems of more or less stabilized terrace agriculture.

3. Systems of permanent cultivation based on manuring and

rudimentary crop rotation.

4. Systems of rudimentary mixed farming.

5. Intensive irrigated cultivation.

The above systems overlap. A peasant may subject the land around

his dwelling to permanent cultivation and practice field rotation

(shifting cultivation) on his more distant farmlands.

Irrigation of the ancient Egyptian type is practiced in some areas

in the Northern Region while in the Southern Regions, it is totally

absent. In the Southern Regions, intercropping is practiced. Maize,

yams, cassava, and some green vegetables may be planted together

and harvested at different seasons. Double cropping occurs in some

places in the Rivers Provinces where rainfall is more evenly dis-

tributed. New irrigation schemes in many areas throughout the

country may increase agricultural productivity.
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Agricultural equipment in Nigeria are simple, crude, and

primitive. They comprise little more than matchetes, hoes, digging-

sticks, axes, and oxen. The last item is primarily used in some

parts of Northern Region.

In general, rural Nigeria is characterized by lack of or uneven

dissemination of modern production techniques. Some degree of

progress has been made in respect to the production of the so called

export crops but not in agricultural productivity as a whole. Thus,

while spray may be used on cocoa trees, none is used on yam stems

with the result that low productivity continues to dominate the pro-

duction of the domestic crops.

The writer does not advocate an over-night mechanization of

Nigerian agriculture since that requires some degree of agricultural

ethos that is hardly acquired in a short period of time. However, it

is signif.cant to note that in 1952, the United African Company (1952,

cited in Wickizer, 1960, p. 84) reported that its power mill for palm

oil processing extracted "over 90 percent of the oil content of a given

weight of fruit, compared with only 45 to 50 percent by primitive

African methods. " Although hand pressing machines are now avail.-

able in some localities, their wide spread use could still be en-

couraged by way of credit facilities.
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Agricultural Labor

In 1952/53, it was estimated that about 78 percent of Nigeria's

employable male population was engaged in agriculture and fishing,

while females engaged in the same occupation was 78. 8 percent. At

the same period, the total non-farm employment in the country was

estimated at 1. 8 million people, made up .of civil servants, private

enterprise employees, "drivers and lorrymen, stewards and other

domestic service workers, dock workers, miners and quarry work-

ers," (Nigeria: Population Census, 1952, p. 9).

The primary base of agricultural labor throughout the country

is the family unit. Traditionally, increased agricultural productivity

is equated to family sizes and accounts for large familiesin the rural

areas. In the past, agricultural labor employed outside the family

circles was paid in kind. With increase and widening of the exchange

economy labor is now paid in cash in many areas. The emergence

of a sizeable agricultural labor force and tennant farmers outside

the family has occurred as a result of scarcity of productive land in

certain areas, tax payments, and increase awareness of the monetary

benefits that occur from the cash crops. In Northern Nigeria, there

is a dry season annual exodus of farm laborers called "Cm Rani."

These workers do such jobs as hoeing sweet potato fields, threshing

rice, and cutting grass for mat making. Kirk-Green (1956, p. 369-
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376) reported of a thriving pepper trade in Northern Adamawa that

might lend itself to a co-operative movement, and noted that peppers

were sent as far afield as Jos, Kano, and Onitsha where their prices

were excessive. Production of these peppers is mostly done by ml-

grant agricultural workers.

In the North-western parts of the country, migrant workers flock

to the Western Region where they work on the cocoa and kola nuts

fields. These fields also attract workers across the River Niger

from Eastern Region. In Eastern Nigeria, a pattern of migrant

tenant farmers exists. Farmers from Mbaise county go out on "Ije

Okpata," meaning wealth seeking in such places as Aba Division

where the population is not as heavy asin Mbaise. tJdo (1964, p. 328)

attributed this system of farm flow to "uneven distribution of rural

population in Eastern Region.

The migrant farmers particularly the tenant farmers cause some

form of social pressure in many areas. However, many of the tenant

farmers have the reputation of being commercial and agricultural

innovators.. They introduce new crops in some areas and have been

instrumental for harvesting cash crops that would otherwise be

wasted.

It will not be unreasonable to advocate some form of land reform

in Nigeria that will in a broad sense attempt to restructure the agri-

cultural system and the rural societies. A land policy that will allow
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the tenant farmers to utilize the uncultivated bushlands coupled with

a credit mechanism and better marketing arrangements will assist

some of the farmers to increase their agricultural output.
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THE ROLE OF AGRICULTURE IN THE NIGERIAN ECONOMY

If the rural sectors of the economies could be made
more productive, export of agricultural products
would increase and home market for domestically
manufactured goods would expand. . . a developing
society could be marched by enlarged outputs of food
and fibre, instead of resulting in inflation.

(Maddox, 1962, p. 22)

Agriculture is the economic mainstay of Nigeria - particularly

the whole of her rural areas.

From Table VIII, it can be seen that over 50 percent of the

country's Gross Domestic Product is derived from agriculture. The

agricultural products for both export and domestic uses originate

primarily from the economic activities of the rural population. In

the Eastern Region for example, it is estimated that 98 percent of

palm products and cocoa that enter the export market was produced

by smallholder' and only two percent was produced by the planta-

tions and large-scale holdings. Table IX gives the relevant values

of "Primary Production" with agricultural products right at the apex

of the values given.

The insignificant role of plantations in Nigerian agricultural

production has been the result of traditional colonial and official

policies that originated from Lord Lugard's theory of "Indirect Rule.

It is however significant that Nigerians are now asked to invest in

plantation enterprise. The Federal Minister of Economic Develop-

ment, Hon. Ibrahim, "saw no reason why Nigerian businessmen could
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TABLE VIII. NIGERIANS GROSS DOMESTIC PRODUCT: 1956-57.

L (Million)

333. 5 Field Crops 41%

(Cocoa, Palm products, 9 5%76. 2 Tree Crops: Rubber, Kola nuts,
ananas

64.6 Livestock (7%) and 8%
Fishing (1%)

26. 7 Forest Products 3. 25%

119. 1 Transport and Distribution 14.5 %

89.4 Construction and Civil Engineering 11%

44.9 Government 5.5%

(Manufactures and Craft Indus. (1. 75%)
58.5 Other:. Minerals (1.25%) 7.25%

LRemainder (4. 25%)

(Source: National Economic Council, Economic, 1959, p. 16.)

TABLE IX. THE COMPOSITION OF NIGERIAN PRIMARY PRODUC-
TION AND ITS PERCENTAGE OF GROSS DOMESTIC
PRODUCT AT FACTOR PRICES OF 1957 (LMILLION),
19 50-60.

1950 1954 1957 1960

Tree and field crops 377.6 471.3 471.4 491.0
Livestock products 60.1 55.7 57.7 60.0
Fishing 9.7 10.2 13.3 16.0
Forest products 9.4 12. 3 14. 6 25. 0

Total 456, 8 549. 5 557. 0 592. 0

GDP at 1957
factor prices 686, 7 872. 2 909. 7 993. 0

Primary productior
as percentage of GDP 66. 5% 63.0% 62. 1% 59. 6%

(Source: Sokolski, 1965, p. 29)
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not pool their resources and establish their own plantations where

they could apply the results of research, (cited Federal Nigeria,

1965, p. 10). This he contended wouldhelp reduce unemployment

in the country. Opinions are divided on merits and demerits of the

plantation system and the system of the smaliholders. It appears

to the writer that the views of Wells and Warnington (1962, p. 246)

are relevant to the subject:

A rather more difficult economic problem concerns
the extent of the stimulus give.n to the development
and the growth of national income by the expansion
of a plantation economy as compared with one based
on peasant agriculture. Whereas the direct effect
on national income to be expected from plantation de-
velopment can be determined fairly definitely, the
aggregate rise in income which it will generate de-
pnds on some less easily known factors.

Where the returns on imported capital are expat-
riated, these particular gains have virtually no effect
on national income. Where wage earners spend a
high proportion of their wages on imported consumer
goods . . , this reduces the generation effect of in-
comes created by plantations.

Although the establishment of such plantations by indigenous Nigerian

capital will not lead to expatriation of earning, there are equally

some points in favor of the smallholding system. These points are

based on the theory that since primary products are subject to great

fluctuations in their revenue earning from the world markets, the

shock of such impact would be less on smaliholders because of their

little capital requirements, and more on the plantations because of
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their greater fixed costs, (Yudelman, 1964, p. 200). A balance be-

tween the two systems may be best for the Nigerian situation. De-

veloping plantations in the tree crop areas where population is less

dense, and developing the smallholders system in the field crop

production areas may result in getting the best of the two systems.

Agricultural Exports and Their Contribution to
Foreign Exchange Earnings

Nigeria is now the largest exporter of crude oil in Africa South

of the Sahara but, agriculture remains the pivot of her foreign ex-

change earnings. Its position as the chief foreign exchange earner

will be unchallenged for a long period of time. Government develop-

ment policies and efforts have led to a balance of payments deficit

for sometime now. Table X shows the changes in the balance of

payments position from 1951 to 1963, and Table XI gives the invest-

ment figures from 1951 to 1960. Both tables indicate aninverse re-

lationship between investments and the balance of payments deficits.

In 1959, it was estimated that agricultural products suchas palm

produce, groundnuts, cocoa, cotton, rubber and bananas made up

96 percent of the country's exports, or 82 percent of her domestic

exports. Agricultural exports at the period made up 20 percent of

total agricultural production and earned 85 percent of the foreign

exchange. The export products from agriculture not only earned
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TABLE X. VALUE OF NIGERIAtS EXTERNAL TRADE AND
VISIBLE BALANCE (LMILLION) 1951-63.

Imports Exports1 Balance

1951 84.6 120.0 35.4
1953 108.3 124.1 15.8
1955 136.1 132.5 -3.6
1957 152.5 127.6 -24.9
1959 178.2 163.5 -14.7
1960 215.9 169.7 -46.2
1961 222.4 173.4 -49, 0
1962 203.0 168.6 -34.4
1963 207.5 189.6 -17.9

(Source: Sokolski, 1965, P. 190)
'Includes re-exports and parcel post. Figures are rounded.

TABLE XI. NIGERIA: CONSUMPTION AND INVESTMENT VERSUS
GDP'(L MILLION) 1951 -60..

Expenditures by
GD? Consumers Gov't Investment Balance

1951 755. 2 650. 2 26.8 59.7 18. 5
1953 829.5 717.3 29.7 79.9 2.6
1955 918.9 805. 5 42. 6 102. 6 -31. 8
1957 938.4 805.5 47.3 113.0 -37.4
1959 987. 7 830. 0 70.0 136. 7 -49.0
1960 1023. 0 870. 0 77.0 158. 0 -72. 0

(Source: Sokoloski, 1965, p. 189)

1At 1957 prices.



foreign exchange used to pay for imports, they also provide a ITsource

of Government revenue through Export and Produce Taxes, and the

crops handled by the Marketing Boards have provided considerable

sums for research, loans and general development"(National Econom-

ic Council, 1959, p. 26-27).

Domestic Use of Agricultural Products

. . agricultural research in the tropics has con-
centrated upon commercial crops which are exported
to industrial countries (sugar, cocoa, rubber, tea,
etc.), and has almost wholly neglected what is pro-
duced for home consumption (yams, cass.ava, sor-
ghums and the like) despite the fact that in nearly all
these economies the manpower and acreage devoted
to food production is four or more times as great as
that which is devoted to commercial crops (Lewis,
1955, p. 188).

The population of Nigeria is growing and the rate of urban growth

is even greater than that of the population as a whole. These growth

trends make it imperative that the country be in a position to feed

the additional mouths, and to improve the quality of food products.

Nigerials like many of the people in the underdeveloped countries

suffer from malnutrition caused by lack or inadequate food materials.

In recent years, Nigeria has experienced some degree of ex-

pansion in local markets for domestic products. Crippling speciali-

zation is making some farmers who grew most of their food crops to

introduce cash crops and to buy some of their food products from the
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market. Eating habits, poor transportation net, communication

difficulties and increase in the amount of imported food items, pre-

seut complex problems for the development of domestic food pro-

ducts. Furthermore, the margin of income that the rural armers

receive for their output of these products are often very small. This

makes the production of cash crops more profitable leading to a

wider difference and deficit in the market for domestic crops. The

development of market faciljties, the introduction of new food crops

and the popularization of the existinghighly valuable food crops

hitherto neglected, will be useful ingredients for boosting rural pro-

ductivity.
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SOURCES OF RURAL INCOME

The peasant farm His a home s well as a means of
earning a livelihood; a source of subsistence as well
as of cash income; a focus for nearly all the interests
and activities of the family and not merely economic
interests or activities; the means by which the security
and perpetuation of the family may be assured, as
well as its current needs satisfied . . . Without ro-
manticizing the situation, the complex of conditions
referred to affords justification for the common des-
cription of peasant farming as a way of life and not
merely as a business, (cited in Beishaw, 1959, p. 22-23).

Rural Nigerians will be defined to include peasant farmers,

artisans, teachers and local government employees in the rural com-

munities. With very few exceptions, the last three named groups

are firstly farmers and many of them work on their crafts or other

activities to fill .n the long periods of agricultural inactivity. In

some cases, craft activities are dieing out due to the declining de-

mand for their products. The availability of some industrial pro-

ducts in the rural markets and lack of replacement in some craft

trades are aiding the decline. Jones (1953, p. 99) saw this decline

in the following terms:

In a dependent economy, the craftman is replaced
not by a factory producing similar products, but by
an export industry producing something quite dif-
ferent.

With the exception of the quasi-wage earning groups and sporadic

employees mentioned above, the core of rural Nigeria is the peasantry.

The principal source of rural income is agriculture. Agricultural
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income is partly in cash and partly in kind. With crude agricultural

specialization, a sizeabie amount of the peasants' food products are

raised by the peasants. Cash income comes from the sale of cash

crops and domestic crops for internal consumption.

Other sources of rural income are derived from agriculture and

include the activities of pettytraders, agricultural labor, and some

forms of rent payments. In many places, bride prices, live stocks,

and remittances from the urban areas form additional sources of

income. It must be emphasized that some of these sources are un-

reliable and therefore highly unpredictable. Things like ceremonial

payments of one form or another are now being abandoned.

Savings in the Rural Sector

In general, low incomes generate low savings and one may argue

that in rural Nigeria characterized by low incomes, savings may

be nil. Granted that incomes are low in this sector, yet, some de-

gree of savings occur. These savings are hardly reinvested in agri-

culture in such a direct way as to produce concrete results. In

many cases, they are hoarded or invested in unproductive ventures.

The existence of savings in rural Nigeria has been reported

among cocoa farmers of Western Nigeria by Galletti and others

(1956, p. 462, 473); among the Ibibio oil palm producers of Eastern

Nigeria by Martin (1956, p. 18, 21-22); and among farmers in Zaria
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area of Northern Nigeria by Smith (1955a, p. 165-8). Mobilization of

these savings and channeling them to productive ventures are some

of the important functions of a credit system designed and operated

in the rural areas.

Causes of Rural Indebtedness

Rural Nigeria is a breeding ground for debts of various types.

The main culprit again is the small size of ru:ra], incomes. The av-

erage and marginal propensities to consume are very high in the

sector. Conspicious consumption in forms of social, religious, and

such things as burials, child naming and bride prices leads many

peasants to debts.

Investments in farms such as renting land, buying yams and non

farm investments such as buying bicycles also cause many farmers

to borrow. Law suits, community fines, tribal levies, taxes, school

fees, and sickness are other causes of rural indebtedness.

The Place of Farmers in Nigerian Society

As shown elsewhere above, Nigeria is almost totally agrarian.

It may be said that the terms farmers and rural peasants are synony-

mousin the Nigerian context. In a tabulation of occupations of elite

Nigerians the Smythes (1960, p. 79) showed that only three out of a

total of 156 elites were farmers. This is about two percent of the
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total and is quite consistent with the figures given in Nigerian Who's Who

of 1956 where, only 28 out of 956 people listed were farmers. It will

not be surprising if further investigation shows the "listed farmers"

as I?suit case farmers,?? a crippling phenomenon of absentee owner-

ship in the cocoa and groundnuts farm enterprises. Thus, rural

Nigeria with about 80 percent of the country's population, has only

two percent of its elite, (Who's Who in Nigeria, 1956).
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INDIGENOUS CREDIT INSTITUTIONS IN RURAL NIGERIA

. . an institution must have the capacity only
to perform its function - to provide a major moderniz-
ing service - but also to sustain itself in a competitive,
often hostile and not wholly predictable environment.
Institutions must therefore satisfy the tests both of
functional efficiency and of survival power,

(Esman, 1964, p. 143)

Credit is an important economic institution whose absence limits

both production and trade. In industrially advanced societies like

the United States, such institution is highly developed and functions

through formal, standardized arrangements, and procedures that take

into consideration the solvency of the debtor, securities against de-

fault, legal specifications, and the debtors credit history.

In rural Nigeria, credit institutions have not approached the

standard noted above. Existing institutions have different structures

and forms of organization that are both formal and informal. In lit-

erature, they are labelled clubs, contribution clubs, pooling clubs,

unions, slates, mutual lending societies, thrift groups, friendly

societies, and many others. Their common characteristics help in

grouping them under "Rotating Credit" institutions. Various other

forms of credit are found in market places particularly the special-

ized markets like the "Zango," the cattle market at Ibadan, Western

Nigeria. The Rotating Credit Associations are called "Esusu" among

the Yorubas, "QTQ" among the Ibos, and "Dashi" among the Nupes.
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'1' 1, a cli Cli

The Esusu as organized among the Yoruba has elements which

resemble a credit union, an insurance scheme and a savings club,

but it is distinct from all of these, " (Bascorn, 1952, p. 63). It is

an old aged institution that specializes in some form of mobilization

of rural savings.

Each Esusu has a headman and sub-headmen. Each sub-headman

is in charge of a group called ltroadsU which are numbered first,

second, third etc. Table XII presents a model of a hypothetical

Esusu organization. Each group under a sub-headman consists of

members who pay a specified amount regularly to their leader. The

sub-headmen rotate the time and the receipt of total amount collected

(usually weekly, bi-weekly or monthly) and then redistribute the

amount to their members in turns. As shown in Table XII, each road

gets its turn numbering from the first to the fifth until a total of 25

collections are made. The roads do not have to have equal numerical

strength, but contributions are made to cover the numbers involved.

Some.Esusus are large and in such cases, members do not know

one another. It is not uncommon for husband and wife to belong to

different roads in the organization. For one reason or another, sub-

headmen do split receipts among two or three members of their road

and make sure that the split is repeated to ensure that members get
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TABLE XII. MODEL OF A HYPOTHETICAL ESUSU OR OHA
ORGANIZATION,

r ieadman
First Second Third Fourth Fifth

ub-headman Sub-headman Sub-headman Sub-headman. Sub-headman

1 2 3 4 5

6 7 8 9 10

11 12 13. 14 15

16 17 18 19 20

21 22 23 24 25

in total what they would get in a single bulk. Prior to the advent of

Western education, members of Esususocieties kept record of their

contributions by cutting grooves into the wall of their houses or on

special rods kept for that purpose. Records are now being kept in

black and white and societies have secretaries (sometimes school-

boys) who keep the records. These records are acceptable in evi-

dencein native courts. Some of the records ae clumsy and can

hardly be subjected to a systematic auditing.

The QTQ

Qte among the Ibos can be classifted as follows: (1) Patrilocal

societies, like a village or kindred sponsored societies; (2) Pro-

fessional societies, like associations of petty traders, village bicycle

repairers; (3) Fraternal societies, like the Yam Title organizations;
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(4) Maternal societies, like associations of housewives born in the

same village or married in the same village. If a society is organ-

ized as an "Oha, its structure is a carbon copy of the Esusu. So-

cieties organized as "Nomba" (number) or Banki" (bank) are a

little different from the "Oha" in that members have numbers and

thus know in advance when their turns are due. This makes the or-

ganizationsless vulnerable to some forms of adventurous corruption

practiced by the leaders and organizers of the other groups.

Although some of these groups are said to be restricted, it is

not uncommon for people to belong to all the groups classified. Has-

bands are known to make contributions to their wives Maternal groups

and vice-versa. Some common characteristics of the groups are

their constituting what Ardener (1955, p. 129) called "a system

whereby a large group of people meet at regular intervals to pay a

fixed subscription into a fund which will be given to each member in

turn." They also form social forums for feasting and merriments.

Commercial Credit

A number of specialized markets exist in the rural areas and

some have developed credit mechanisms for effective functioning.

The Zango market at Ibadari though not a rural market as such, de-

veloped a credit system that has many interesting features which are

similar or close to its rural counterparts. Cohen (1965, p. 8-9)



observed that in the Zango market:

all sales are on credit and there is always an out-
standing total amount of about a hundred thousand
pounds ($280, 000) current debt. No documents are
signed and no report is made to banks or to civil
courts, and the whole organizatior which has devel-
oped over the past sixty years, is entirely indigenous.

Zango market credit is mainly short-term credit lasting from two to

four weeks. Although interest payments are said to be absent, Cohen

noted that "cash prices is always lower than credit price by Li to L3

for a head of cattle which is usually sold at L20 to L40. " The "land-

lords who organize the market often kept in their houses several

thousands of pounds in cash for their dealers'

The Moneylenders

You have to cut out the money-lender at the same time
as you cut the diseased trees. It must be done drasti-
cally. (cited in Wickizer 1960, p. 58)

Moneylenders constitute another source of credit in rural Nigeria.

Galietti and others (1956, p. 59-30, 512-13) reported that the

"problem presented by money-lenders' credit does not appear to

affect any large proportion of cocoa-farming families" and that

Umoney_lenders are not so numerous and do not provide as much of

the money borrowed in rural areas as they do in some Asian countries"

but, they admitted that "they are as a source of credit, something of

a danger . . .
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Moneylenders in rural Nigeria can be classified as follows:

1. Professional moneylenders: this group earns a sizeable

amount of their income through lending and collecting of

loans. In some places, they operate through the rotating

credit associations, assuming the role of organizers, head-

men and sub-headmen. In the urban centers, moneylenders

are required to register or obtain licenses. This is not the

case in the rural areas. Peasants try to avoid them by or-

ganizing rotating credit clubs, but they are known to come

back through the back-door. This is quite analogous to the

observation made by Johnson (1935, p. 492):

When the laborer has won in a struggle with the em-
ployer, he carries away his gains in his pocket. When
the farmer has secured a law against usury and specu-
lation, the probabilities are that usury and speculation
will change their mask and come back into the market
place.

2. The landlord moneylenders: the group owns the major pro-

ductive resources (except labor) which some of the peasants

use in agriculture. It claims a large proportion of the gross

income from the farms. The group is strongly emerging in

the cocoa and groundnut farms.

Finances of the cocoa industry have not been adequately
organized or adjusted to the changesin the characteris-
tics of land tenure which development of the industry
itself brought about . . . As indebtedness pile up,
money lenders secure control over theindustry which
undermine the security of the native cocoa grower.

(Wickizer, 1960, p. 59)
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The development of absentee ownership particularly in the

cocoa production has also been noted by the FAO (1955,

p. 43):

The causes are complex and no single solution can be
devised. . . many urban employees . . . have vested
their savings in cocoa. . . Other, and perhaps more
powerful causes of absentee ownership are the desire
to live in town, to avoid as much as possible the drudgery
of farm work, or even to develop alternative sources
of income . . . All agricultural officers are of the
view that hired laborers or tenants are even more lacka-
daisical in maintaining productivity when special effort
is required, than owners .

3. The trader moneylenders: this class engages in commercial

ventures of various types in the villages. In many cases,

their members over value the goods they sell to the peasants

and by the same technique, undervalue the products they buy

from the peasants in return.

Themoneylenders are also known to demand work days and other

side services from their debtors. This indentured operation is ex-

cluded from interest rate calculation. Rural moneylenders exercise

some degree of monopoly powers. Many of them have on the spot

knowledge of their clients, demand little or no securities for their

loans and in some cases pattern flexible repayment plans suited to

their clients individual circumstances.

Some Advantages and Disadvantages of Indigenous Credit Institutions

The rotating credit associations have the unique advantage of
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mobilizing rural savings. Properly used, they can be good basis for

the establishment of a modernized rural credit system. Since their

contributions vary from few pennies to shillings and pounds, the

associations are able to reach various levels of the rural populace

and generate savings from each level.

Because of the large amount of money required at
irregular and often unpredictable intervals, because
of the limited opportunities forinvestment and
saving, and because of the excessive interest rates
charged by money-lenders, the esusu has played an
important role in Yoruba economy, which shows no
signs of declining under the present conditions of in-
creasing European influence.

(Bascom, 1952, p. 69)

And as Ardener (1955, p. 128-129) added:

That Mba-Ise has made the transition from mainly
agricultural to a predominantly trading economy
successfully is due, to a large extent, to the growth
and development of the contribution club, . . . they
fulfill some of the functions of banks and insurance
societies, for through these clubs, savings can be
accumulated, loans made, goods can be bought on
credit and when unforseen misfortunes occur compara-
tively ready access to money is possible.

The above advantages notwithstanding, the associations have

many disadvantages. Isong (1958, p. 118) had correctly observed

that from 'the standpoint of modern business methods, the system

is unbusinesslike. From the standpoint of agricultural improvement

and development, the system has not been of much help. In general,

it has made petty traders out of peasant farmers without producing

a master farmer. This has many economic implications and may be
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inflationary. Furthermore, the institutions dominated by money-

lenders and quasi-moneylenders tends to divert the savings of one

group to finance consumer expenditures of others. Interest rates are

generally high and gets up to 459 percent in some places.

Lastly, the ever presence of bribery and corruption, embezzle-

ments ad other malpractices point to the fact that modernization is

necessary if the rotating credit associations are to be of any genuine

economic usefulness.



53

MODERN CREDIT INSTITUTIONS AND RURAL AREAS

All that capital provides . . . is what the past has
created. It cannot buy time in any other sense than
that it will aid men and women in exploring the fu-
ture. (cited in Enke, 1963, p. 277)

Commercial Banks

Prior to the Second World War, there were only two banks in

Nigeria - Bank of British West Africa and Barclay's Bank, D. C. 0.

After the war, many banks were established in many urban centers.

Most of these banks failed and a move to regulate the Nigerian ver-

sion of "Wild cat banking" led to the passing of the Banking Ordinance

of 1952.

The Ordinance among other things, stipulated that no company

incorporated to do banking business could be registered as such un-

less it had a minimum capital of L25, 000, at least one-half of which

must be is sued and paid up. Foreign banks operating in Nigeria

needed a paid up capital of LlO0, 000. The Registrar of Companies

was authorized not to certify any company to do banking business un-

less it had a cash paid in capital of LiZ, 000. The Ordinance did not

prescribe any cash reserve ratio but, the Financial Secretary was

empowered to examine bank reserves to ensure that "such amount

as is necessary to ensure adequate degree of liquidity" (U.S. Dept.

of Commerce, 1957, p. 118). In 1955, the World Bank (1955, p. 152-
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160) recommended that banks in Nigeria maintain liquid reserves of

at least 25-30 percent against deposits at all times.

Tables XIII to XVI show the Nigerian money supply 1956-63, de-

posits in principal commercial banks in Nigeria 1956-63, and the

distribution of bank assets in terms of expatriate and indigenous banks

in 1951 and 1958. The Tables reveal many characteristics of corn-

mercial banks in the country. About 90 percent of the baiks are

foreign owned, there is relatively high percentage of savings deposits,

the indigenous banks made more loans and advances than the ex-

patriate banks, and the expatriate banks had a high percentage of

their assets abroad.

The commercial banks concentrate in providing services rather

than extending credit. The World Bank (1955, p. 157) noted that the

expatriate banks have played virtually no part in developing local

African entrepreneurship. Their assets inthe form of cash onhand and

deposits with head office banks abroad tended to be the highest of any

bank in the world, and as the Bank further noted, HThe corollary of

high liquidity is, of course, very low level of loans and advances."

Commercial banks' loans are primarily for export and import trade.

In the area of export trade, the banks finance export crops particu-

larly at their various seasonal peaks.
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TABLE XIII. NIGERIAN MONEY SUPPLY - 1956-63.

L 1000
(a) (b) (c) (a) + (b) - (c)

Demand Currency in Cash Money
Dec. 31 Deposits Circulation in Banks Supply

1956 35,352 67,130 6,810 95,672
1957 37,326 68,736 7,023 99,039
1958 40,266 67,821 6,653 101,434
1959 40,168 75,816 8,451 107,533
1960 41,117 87,209 7,967 120,359
1961 41,658 86,915 7,617 120,896
1962 45,296 87,327 7,547 125,076
1963 48,773 91,651 7,159 133,265

(Source: Sokolski, 1965, p. 171)

TABLE XIV. DEPOSITS IN PRINCIPAL COMMERCIAL BANKS OF
NIGERIA (L'OOO) 1950-63.

Dec. 31 Demand Time Savings Total

1950 13,190 1,762 1,450 16,402

1952 22,230 3,325 2,289 27,844

1954 32,870 4,289 3,445 40,604

1956 35,352 4,131 6,525 46,008

1958 40,266 6,645 11,145 58,056

1960 41, 117 8,954 18,441 68, 512

1961 41,658 14,068 21,188 76,914

1962 45, 296 17, 420 24, 224 86, 940

1963 48,773 18,948 28,187 95,908

(Source: Sokolski, 1965, p. 161)
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TABLE XV. DISTRIBUTION OF ASSETS OF EXPATRIATE BANKS
IN NIGERIA, 1951.

Percent
Cash 14.0
Loans and Advances 7. 2
Balance Due:

Local Banks 1.8
Banks Abroad 74.0

Other Assets 3.0
Total 100.0

Distribution of Assets of the National Bank on Nigeria, 1951.
Percent

Cash 9.6
Loans and Advances 85. 2
Investments 5. 2

Total 100.0

(Source: Onitiri, 1958, p. 85)

TABLE XVI. DISTRIBUTION OF ASSETS OF EXPATRIATE BANKS
IN NIGERIA, 1958.

Bank of West Africa Barclay's Bank
Percent Percent

Cash 9.2 12.0
Money at Call 11.0 6.0
Bills of Exchange 18.0 13.5
Investments 21. 0 17. 5
Loans and Advances 30. 0 41. 5
Others 10. 8 9. 5

Total 100.0 100.0

Distribution of Assets of Indigenous Nigerian Banks, 1958
Cash 25. 0 25. 0
Money at Call 16. 0 3. 4
Bills of Exchange -
Investments 7. 5 4. 7
Loans and Advances 38.0 60.0
Others 13.5 6.9

Total 100.0 100.0

(Source: Onitiri, 1958, p. 85)
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Agriculture and Commercial Banks

As indicated above, commercial banks in Nigeria are urban based

and only ten percent of the banks activities is carried out by indigen-

ous banks. The banks in general are commerce and trade oriented

and do not cater significantly for the needs of agriculture. Their

operations hardly affect peasant productivity in any direct manner.

Big farmers in the cocoa and groundnuts enterprises do patronize

and utilize bank services. The banks also finance middlemen who

buy seasonal export crops. These middlemen form the core of the

"Trader Moneylender" group described in the last chapter. Some-

times and with Government guarantee, the commercial banks give

loans to Co-operative societies particularly at crops seasonal peaks.

In a study of Abakilike Rice Farmers of Eastern Nigeria, Welsch

(1964 ., p. 87-88) indicated that only one out of about 56 farmers he

interviewed obtained loan funds from a commercial bank. The im-

mage of peasant farmers held by commercial banks is one that is

mainly painted by the middlemen many of whom do not meet their

obligations to the banks. Certainly, it is not advisable for banks to

extend loans to illiterate peasants who keep no records of their farn

operations. However, the banks can encourage the literate farmers

by assisting them in the establishment of modern farms. In short,

Nigerian commercial banks should widen their orientation to include
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modernization. One way to do this is to encourage the banking in-

stitutions to begin to conform with the needs of agriculture and to

minimize the emphasis they place on agriculture to conform to the

practices of the banking institutions.

Co-operative Organizations

. . In general, we advise that the Government should
whole-heartedly adopt the Co-operative System as the
desirable method of marketing Nigerian Cocoa, and
should put the whole weight of its influence behindit
(Commission of Inquiry, 1938, cited in a Report of Co-
operative Movement of W. Nigeria, 1964, p. 4).

. . Co-operation may now be said to be firmly rooted
in West Africa. There is, however, ample scope for
development. Only iTl Ghana and in Southern Nigeria
does it as yet play any considerable role in the national
economy, and even in these territories it is almost ex-
clusively a movement of cocoa farmers (Gorst, 1959,
p. 110).

The mission believes that the co-operative movement
can provide a valuable organizational basis for agri-
ci4tural development (World Bank, l95, p. 186).

The introduction of export crops and their marketing formed the

basis for the development of co-operatives in Nigeria. Co-operation

was first introduced in 1922 and the early co-operatives were purely

marketing organizations. In the forties, co-operatives began inte-

grating their marketing function with credit extension. Small seasonal

loans were made from the organizations' capital on the security of the
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borrowers' crops.

From 1945 to 1956, the number of marketing societies rose

from 238 to 666 and the turnover expanded from L366, 000 to L6. 73

million. Western Nigeria accounted for L5. 5 million of the total

turnover. At the same period, rural credit societies grew from

100 to 1,000 and a great percentage of the growth was experienced

in Calabar Province of Eastern Nigeria. Both credit and marketing

associations granted loans totaling L6,000 in 1945 and L1..2 million

in 1956.

Most of the accounts given above were largely drawn from

Western Nigeria where cocoa had been the force behind co-operative

movement. The Region was the home of the Association of Ni.geran

Co-operative Exporters which was established "ta finance the exports

of cocoa and other produce by its members . . . to assist its mern-

bers by making the necessary arrangements for shipment and to

stimulate . . . the production and export by co-operative societies

of cocoa and other locally grown crops" (Gorst,. 1959, p. 128). In

1945-46 season, the Association marketed 13, 700 tons of cocoa or

14. 5 percent of the cocoa marketed i.n the country. By 1951, its

share of the market dropped to 9. 8 percent. Lack of experience in

co-operative management, competition by middlemen and the politi-

cal atmosphere at the period led to the decline.

In 1953, the Co-operative Bank of Western Nigeria was founded
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The bank later received grants and loans from public agencies and

its other sources of finance included the societies share capital and

deposits, allocation of surplus and deposits from individuals.

Although Co-operation in Western Nigeria has had an impressive

history, it is doubtful to what extent it met the needs of small pea-

sant farmers. As late as 1965, reaching small farmers was recognized

and loans were to be given to small scale farmers through some

societies. A small scale farmer was defined as: "One who cultivated

less than five acres of land or derived a gross annual income of less

than LiZO from farming" (Sobowale, 1965).

The Eastern and Northern Regions have also had their Co-

operative histories. In the former, Co-operatives have been active

in thrift and loans associations. Various attempts to engage in CO-

operative marketing proved unsuccessful. In the latter, Co-operatives

were still in their infancy when compared with the other two Regions.

Tables XVII and XVIII give the number of co-operative societies in

the Eastern Region as of March 31, 1956 and in the Northern Region

as of March 31, 1957. The numerical strength of thrift and loans

associations in the Eastern Region is noteworthy and requires some

explanation. Few of these co-operative societies cater directly for

agriculture. The following report from Year Book of Agricultural

Co-operation (1959, p. Z13-214) is relevant.
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TABLE XVLL CO-OPERATIVE SOCIETIES, EASTERN NIGERIA AS
ON MARCH 31, 1956,

Share capital Loans
andReserve Deposits Issued

No. Members 12000 1)000 1)000

Primary:
Thrift and credit 866 31, 582 205 380
Thrift and loan 51 2,728 2 121 21

Marketing and processing 31 1,833 6 1 1

Consumer and supply 6 3,277 1 negi --
Crafts and industries 3 94 negl negl - -

Farming 4 165 negl negl --
Community development 1 1,998 1 -- --

Housing 1 103 4 -- - -

Marketing 6 5, 116 1 -- --

Total 969 46,896 8Z 327 402

Secondary:
Co-operative unions 1 849 1 negi -

Banks 3 875 23 45 28
Marketing and

processing unions 3 17 1 negi negi
Marketing apex 1 9 1 negl - -

Local supervisory unions 39 920 7 negi - -

Total 47 2, 670 33 45 28

(Source: Year Book of Agricultural Co-operation 1959, p. 213)

Note: negl = negligible
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TABLE XVIII. COOPERATIVE SOCIETIES, NORTHERN NIGERIA
AS ON MARCH 31, 1957.

Share capital Loans
and Reserve Deposits Granted

No.. Members L'OOO L'OOO L'OOO

Primary:
Thrift and credit 157 8,943 6 9 68
Thrift and loan 97 3, 597 1 negl 10
Consumer 21 1, 100 2 negl --
Marketing 52 3, 300 3 1 5

Group farming 15 370 1 negi --
Other 2 42 negi negi --

Total 344 14,352 13 10 83

Secondary:
Thrift union 4 17 1 negl 1

Marketing union 1 34 2 negi 70
Consumer union l 3 negi - - --

Total 6 54 3 negi 71

(Source: Year Book of Agricultural Cooperation, 1959, p. 220)
Note: negl = negligible

At the Regional Staff Conference in March, 1955,
one of the suggestions made was that the Depart-
ment should make a special effort to organize Go-
credits for farmers (as opposed to the petty traders
who hitherto have made most use of Co-credits)
Accordingly a new type of model By-laws was de-
vised for Farmerst Co-credits . . . By the end of
the year, several new societies of this type had
been. formed, but only seven registered. Only one
gave loans.

One might argue that some of the petty traders are also farmers and

as such agriculture is not excluded from co-operative operations.

But Gorst (1959, p. 139) noted that:

Statistics show that roughly two-thirds of loans granted
are for trading purposes and about one-third for
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loans for the latter: it is, howeyer suggested that
only limited reliance can be placed on these figures,
and there is plenty of evidence that loans are fre-
quently applied to purposes other than those declared
and approved.

It is equally on record that the thrift societies have very poor

loan policies. A legislator from Calabar area where these societies

are predominant was quoted as saying:

I am rather disgusted with these credit societies in
this area - Calabar - which put my people in perpet-
ual debt. Whenever I visit home, my relatives worry
me about loans so as to refund to their societies, but
when asked how they would manage to send back the
money the next day as requested, they tell me they
are sure to get another loan the next day (Year Book
of Agricultural Co-operatives, 1959, p. Zl2-Z13).

The societies in general assessed credit worthiness of their mem-

bers on the basis of the members savings rather than on ability and

character.

In the Northern Region, the Magna Carta o co-operative fi-

nancing was granted by the Regional Government when it undertook

to guarantee overdrafts to be drawn from a commercial bank by the

Co-operative Societies. In 1956, the maximum amount guaranteed

was LZ1O, 00 and by November of that year L180, 00 of it was drawn.

Advances in the co-operative field has been madein areas not

directly connected with the peasant farmers and their operations.

Writing about conditions in Northern Nigeria, Gorst (1959, p. 141-

l4Z) stated in part:
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There was, however, great need for rural credit in
this predominantly agricultural area of small farms.
The main source of credit was the money-lender, who
made straightforward cash advances or accepted a
mortgage on growing crops: in either case the interest
often exceeded 100 percent.

As late as 1963, Welsch (1964 , p. 286) noted that about two-thirds

of the farmers he interviewed in Aba.kj.liki area had not heard about

a co-operative and farmers in general had little concept of how co-

operative organizations function.

Although records indicate that efforts to organize farmers co-

operatives had not been successful, the writer is not unaware of the

fact that, that will be the case with illiterate peasants. However, it

has to be noted that the history of co-operatives in many parts of

Nigeria has been more or less a forced deal, originating from the

top. Farmers tend to see such organizations as another arm of

the government and not just their own econonlic organizations. Fur-

thermore, none of the co-operatives that was formed was provided

extension services and technical advice in the areas of scientific

farming and management continued to be wanting. Lastly, having a

feeling of kinship is not enough to operate a successful co-operative

enterprise. Belshaw (1959, p. 37-38) anoted authorityonrur:alcredit

noted that kinship groups and economic relationships that go with

them

may be a source of strength in small enterprises,
such as the peasant farms or village industries, but



it is a source of weakness in large enterprises or in
public administration; for these require, first loyalty
to the enterprise and its objectives rather than to
friends and kinsfolk, and impersonal relationships
based on efficiency and functions rather than having
them determined by relationships and status. The
sense of responsibility to friends and relations, and to
status leaders is one of the difficulties facing the success-
ful operation of co-operative societies, where, for
success, business principles must usually apply.

Government

Before Nigeria became a federation, government interest in

such things as agricultural development was carried out by the Ni-

gerial Local Development Board which was set up in 1946. The

Board was empowered to make loans and grants to government and

government controlled bodies like the Native Authorities "or any

other authority or body which may from time to time be approved by

the Governor," (Annual Report, 1948, cited in Schatz, 1964 , p. 16).

The Board also had a second function of aiding and fostering Ni-

gerian business activities which included the promotion and develop-

ment of village craft industries. It made a loan of L800 to the Benin

Co-operative Woodworkers Society for purchase of tools and stock

of timber. Before the functions of the Board were .taken over by the

Colonial Development Board (a regionalized institution) in 1949, it

made loans totaling L9850 (2. 2 percent of its total loans) to co-

operatives. These loans ranged from LZOO to L2, 250.



In the Colonial Development Board report of 1949-50, agricul-

tural projects came under fire.

It decided further that since agricultural projects were
not doing well it would give preferential consideration
to businesses such as corn, rice, garri milling busi-
nesses set up for the provision of services to farmers,
such as machinery pools, supply centers for foodstuffs,
seed, fertilizers etc. and purchasing and marketing
organizations. This policy was adopted even though
the Board had not yet received applications for pro-
jects of this nature despite the apparent lack of interest
it was felt that such projects were needed by the rural
economy. (Schatz, 1964, p. 21)

In 1955-56, C. D. B. (cited in Schatz, 1964, p. 24) reported that "not a

single agricultural loan made by the Boardhas been successful" and that

led to the rejection of loan applications most of which the Board stated

"came in fact from already insolvent farmers, who apparently view

the Board purely and simply as a charitable organization."

With the advent of federalism, a second page was opened in

government agricultural policies. Agriculture became a regional

subject. Most of the agricultural loans were made through co-

operative which were mostly marketing societies. Grants to the co-

operatives in the regions included Li million made in Western N&-

geria by the Nigerian Cocoa Marketing Board with full support of

the Regional Government. In 1955, the Eastern Nigerian Government

made a grant of L10, 000 to the Regional Co-operative Bank, and the

Regional Finance Corporation also agreed to guarantee an overdraft

of L20, 000 for the Eastern Nigerian Cq-operative Exporters. In
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Northern Nigeria, a similar overdraft was guaranteed by the Regional

Government to the co-operative societies and in 1956-57, L210, 000

had been guaranteed.

Few of the loans made through the co-operatives got to the peasant

farmers. Most of the loans were for marketing and in Western Ni-

geria part of the loans were applied in insecticide programs for cocoa

producers.

A new approach to farm credit came into being with the estab-

lishment of Farm Settlement programs in the Eastern and Western

Regions. The farm settlements are patterned after Israel's Mosha-

vim (small-holders villages) and are expected to usher in "agricul-

tural revolutions" into the two Regions. In the Eastern Region: "The

settlers will be allocated a total of between 15 to 20 acres of holdings

depending on the type of Farm Settlement (Ministry of Agricul.

Technical Bul. No. 6, 1963, p. 9). Age, health, literacy, family

size and previous farm experience were some of the basis for the

settlers selection. In the Western Region, similar settlements were

proposed but unlike the Eastern Region, emphasis was placed on

"school leavers" who were to be trained to man and own the farms.

It is the credit aspects of these settlements that are relevant to

this paper. Co-operative ownership and operation of farm supplies

are among the proposals for the farm settlements and when estab-

lished, these co-operatives will benefit from various credit programs



now utilized by the co-operatives. In the Eastern Region, the settle-

ments were allocated L6 million out of L76 million in the 1962-68

development program, while in the Western Region "a somewhat

larger sum was allocated out of a total of L90 million budget"

(Kreinin, 1963, p. 540). Ezenekwe (1965, p. 37-38) summed up the

credit terms of the Eastern Region farm settlements in the following

terms;

The estimated cost of establishing each settler will be
about Li, 500 and repayment starts in the seventh year.
It will take 15 years to finish the repayment. Interest
would be charged on the loan at three percent. The
estimated net income of a settler when his tree crops
are fully established will be about L500 a year.

In the Western Region, Kreinin (1963, p. 539) stated:

Total investments per unit were originally planned at
$11,000-but were later scaled down to half that sum.
Most of it is in the form of a loan to be repaid over a
twenty year period, with payments commencing about
ten years after settlement. In that fashion it is hoped
eventually to build a $50 million revolving loan fund
to support continuous settlement

Cocoa, rubber, and palm oil are the maixi cash crops
to be produced. Together with some livestock they
are expected to yield net income ranging from $800-
$1,000 per unit.

The philosophy behind the establishment of these settlements

hinges on the demonstration effect they are supposed to produce in

the rural areas and among peasant farmers. But, the cost involved

is high and as the F. A. 0. African Survey (1960 , p. 94) stated:

In Nigeria the desire for a rural transformation has
ledto ambitious settlement schemes . . The



demonstration effect is also very limited since no
ordinary farmer would have the capital to emulate
the example of the settlers. The experiment is
therefore liable to create a new Etnall privileged class,
the reverse of what was intended, though it is early
to reach a final conclusion.

Tables XIX and XX give the estimates of capital inputs for 13 settle-

ments in Western Nigeria and the benefit cost ratios of the activities

of the settlements. The trend in Nigerian agricultural programs is

worth noting. The impact started with the big cocoafarmers and is

now reaching the young school leavers. It may be hoped that the

peasant farmers whose presence in Nigerian farm economy will re-

main for generations yet to come, may eventually benefit in a more

direct way from the impact of such programs including a rural credit

program.
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TABLE XIX. TWO ESTIMATES OF CAPITAL INPUTS FOR 13
SETTLEMENTS IN WESTERN NIGERIA.

Agriculture and
Farm Manage-Crop Study Plans ment Plans

1. Capital inputs in
Direct production

Crop and livestock development L 3,229,270 L3, 120, 261
Others
Acquisition of land 193,950
Access roads 63,712
Grain handling building 41, 630
Tractor buildings 13, 872
Mechanical equipments 215, 142
Other equipment 8, 135

536, 441
536,441 536,441

Total capital inputsin direct production L3,765,711 L3, 656, 702

2. Social overhead capital inputs
Housing 806,750 835,750
Community services 303,382 303,382
Water supply 98,675 98,675
Other (stumping of village sites)49,OSO 49,050

Total social overhead capital inputs 1, 257, 857 1,286,857
Total inputs in direct production 3,765,711 3,656,702
Total capital inputs L5, 023, 568 L4, 943, 559
Average cost per settler (2,305 settlers)L2l79 L2l45

(Source: Wells, 1964, p. 124)
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TABLE XX. FARM SETTLEMENTS: BENEFIT COST RATIOS.

Farm Settlements: Benefit cost ratios for crop and livestock
activities at Market pricè as sumptions.

Assumptions: Benefits include expected returns on Marketing
Boards; labor charged 5110d per man day,
interest 6 percent.

Tree Crops
Cocoa 1.6
Oil palm 1.4
Rubber 1.35
tjnirri grapefruit 1. 3
Unirri orange 1,05
Coffee 0.8
Irr. grapefruit 0.75

(Source: Wells, 1964, p. 141)

Live stock

(Settler weaning 1. 25
Hogs entra1 weaning 1. 2

''attening 1. 1Cattle attening and breeding 1. 0

(84, 96, 192

Poultry Layer units 1. 05
8 layer units
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NEED FOR SUPERVISED RURAL CREDIT SYSTEM

To achieve economic growth of major importancein
such countries (poor countries) it is necessary to allo-
cate effort and capital to do three things: increase
the quantity of reproductive goods; improve the quality
of the people as reproductive agents; and raise the level
of productive arts (Schultz, 1956, p. 372).

The only way to provide capital prior to capital accumu-
lation is through credit. And the only safe way to in-
troduce credit to farmers who lack managerial ability
is in combination with HmanagerialU assistance, that
is to say, with technical assistance (Hudgens, 1964, p.
277-278).

Increase in Production, Income and Standard of Living

Nigerian agriculture has a dual responsibility to perform in

her economy. Firstly, agriculture has to produce enough food pro-

ducts to feed the country's growing population. To this, agriculture

has to increase the quantity of food produced and marketed. It has

to diversify its production to ensure that the quality of the products

meets the nutritional requirements of the people. Secondly, agri-

cultural industry has to produce export products to earn foreign ex-

change that is vital to the country's development efforts. To do this,

agriculture has to be in a position to produce enough of the export

crops to ensure reliability for the foreign consumers. It has to con-

tinue to improve the quality of such products in view of strong compe-

tition that most of these products encounter in the worl.d markets.
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Since the price of primary products face.a fluctuating trend in the

world markets, the agricultural industry must diversify to avoid

putting all its eggs in one basket and thereby maintain some degree

of stabilityin export earnings.

Nigerian agriculture cannot be expected to expand and modernize

unless capital is available for maintenance, replacement andimprove-

ment. Capital is used in a very broad sense to include human capital

and other resources necessary for production. The nature of agri-

culture in Nigeria and elsewhere distinguishes it from other in-

dustries like manufacturing. Natural factors such as the weather and

long production periods demand that credit programs for agriculture

be of some different nature particularly in an underdeveloped country

like Nigeria where agriculture as a "big business" has not been tuned

into the economy to the extent that it benefits from services now ex-

tended and utilized by commerce, trade and manufacturing. Nigerian

farmers constitute a sizeable numerical strength but they are

scattered over wide areas. They have difficulties accumulating capi-

tal through their own faim management and production techniques.

Their primitive tools and methods produce no more than meager

crops which will soon be outgrown not only by population increase

but also by the rate of urbanization. Increase in the urban market

prices in the last few years is not unconnected with shortages of

basic foodstuffs. Table XXI gives the consumer price index for five
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TABLE XXI. CONSUMER PRICE INDEX FOR FIVE NIGERIAN
URBAN AREAS, 1953-63.

Year Lagos Ibadan Enugu Kaduna Port-Harcourt/Area

1953 100 100 100
1955 108 108 105
1957 119 117 112 100 100
1959 124 112 119 109 107
1960 132 117 119 108 108
1961 139 127 122 115 122
1962 145 137 148 122 121
1963 144 128 144 119 116

(Source: Sokoiski, 1965, P. 170.)

urban centers in the country. Lastly, peasant farmers face numer-

ous problems getting the necessary capitaifromoutside. Where they

succeed in getting such capital, it has been accompanied by little

or no technical advisory facilities. The end results have been lost

of such capital or very little impact on rural innovation.

The above difficulties call for an urgent need for a supervised

credit mechanism in the rural areas to activate their resources for

increased and better production. Such an increase will ceteris

paribus, lead to increase in rural income and raise the standard of

living of the rural population. Supervised credit as applied to agri-

culture can be described as a credit mechanism accompanied by

assistance in planning and execution of a sound farming system which

enables the creditor and the debtor to work in cooperation and in

harmony for the attainment of goals which have technical, economic,
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social and educational implications in a changing agricultural environ-

ment. The description indicates that such a credit embodies many

dynamic characteristics which distinguish it from an ordinary

credit. It also connotes that such a credit has to be the concern of

the two parties involved in its execution and that the end results

should benefit both parties. In short, supervised credit breeds sound

rather than safe loans since the former caters for the interest of the

creditor and the debtor while the latter safeguards the creditor only.

Supervised credit works 'tin pan passu" with agricultural cx-

tension services. The absence of any extension network in the es-

tablishment of credit for rural areas will lead to what the F. A. 0.

(1965 , p. 4) described as

. . a medicine which may be worse than the disease.
Instead of giving an adequate impetus to agricultural
production, it may encourage the use of credit for
nonproductive purposes and hence have a dangerous
inflationary effect.

Credit with extension will not only lead to the introduction of new

crops that result in diversification, but will aid in the introduction of

crop production techniques and improvements.

Crops have been introduced in Nigeria without being accompanied

by adequate techniques. These crops in time become lazy man's

crops whose productivity depends mainly on nature. The introduction

of cocoa is a good example of this type of development. A recent

example can also be found in the introduction of rice in the Abakiliki
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area of Eastern Nigeria. Welsch (1965 , p. 913) noted that research

was needed in developing rice variety that will not only suit the en

vironment but will respond to fertilizer application. Suiting the en-

vironment approach have been the criteria for introduction of many

such crops like rice and this has resulted in exhaustion of the nec-

essary economic impact of suchintroduction. In the case of rice,

Welsch suggested "a bundle of new factors of production for rice to

become again a vehicle of development. ti The bundle will consist of

(1) higher-yielding, fertilizer re sponsiVe varieties,
(2) simple structures to control the effects of rain-
fall, (3) hand-powered mechanical weeding and har-
vesting tools, and (4) fertilizer.

It can easily be seen that the content of the bundle" is an exogenous

factor in a peasant economy. Its introduction and effectiveness will

require channels of which a supervised credit can be one of the prin-

cipal ones.

Experiments have shown that application of fertilizers increased

agricultural production by a wide margin. In a summary of Mann's

work on the economics of fertilizer use in Eastern Nigeria, Fogg

(1965, p. 280) noted

The study gives the results of fertilizer trials con-
ducted on yam, cassava, maize and rice in Eastern
Nigeria from 1947 to 1960. Increases in yields
varied of course with the crop, soil type and amount
and type of fertilizer used in the trials. For example,
the application of 2. 14 cwt. of l0:OP:20K granular
fertilizer to cassava produced increases in yield
ranging from 8 to 116 percent, with an average yield
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increase of 62 percent. Maximum increases in yields
obtained with other crops were (a) rice - 75. 8 percent
in response to mixed non-granular fertilizer; (b)
maize - 339 percent in response to Nitrogen; (c) yam -
71. 3 percent in response to Nitrogen.

The yields obtained by the average farmer would, of
course, be less than those noted in the supervised
field trials but would still be high enough to warrant
government expenditure on schemes designed to stimu-
late the proper use of fertilizer.

In the case of export crops, Fogg also observed that the production

of Amazon type cocoa could be doubled by the use of chemical spray-

ing. One can therefore say that rural productivity has reached its

maximum given the present state of productive arts and that further

increase can only come about by an outside force through various

institutional arrangements.

Educational Impact of Supervised Credit

As for priority, expenditure on bringing new knowledge
to peasant farmers is probably the most productive
investment which can be made in any poorer agricultural
economies (Lewis, 1955a, p. 187).

Deficiencies in skill simply and clearly prevent in-
crease in productivity, even when the desire and
pace are present. Where the individual is well moti-
vated to be productive, he may simply not be able to
produce effectively because of poor skill. A zesty
pace of operations without a high degree of skill means
quality defects in large quantities (Stanley and Delloff,
1963, p. 31).

One of the most important aspects of supervised credit is the

impact it will hopefully have on the improvement of rural skill and
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knowledge. Such improvement will lead. to a better use of productive

resources.

Supervision will help in the introduction of better farming prac-

tices in planting, weeding and harvesting. Education through super-

vised credit will aid in the erradication of various superstitions and

practices that hamper increased productivity. It will assist the pea-

sants to understand nature, work better and live and eat better. It

will help rural women who are the custodians of health and hygiene

in rural homes to adbpt and use various food materials through home

improvement programs. The effects of such adoption will be re-

flected in improved vitality of rural households.

One of the serious defects of rural farm operation and organiza-

tion is the general lack of record keeping. Supervised credit will

enable the new generation of "school leavers" who are now being

induced to return to the farms to keep records of their farm activi-

ties in such a form that will be conducive to systematic checking.

Furthermore, Nigeria lacks reliable backlog of data on agricultural

activities and production. This deficiency makes planning difficult.

With the introduction of a supervised rural credit program, such

data can be more easily obtained.

National Economic Integration

Nigerian development will very much depend on how far she cn



minimize the more or less rigid separation of her urban and rural

sectors; her industrial and agricultural sectors; her market and

subsistence sectors. Economics has long recognized that the extent

of the market determines the level and rate of specialization. Ni-

geria is a potentially large market area formanufactured goods in

view of her large population. But, population is not enough to create

a market. For people to constitute an economic market, they must

possess purchasing power, their incomes have to grow and their

productivities have to increase.

An economic market connotes interdependence and interdepen-

dence leads to integration. A market oriented rural economy coupled

with growth of rural productivity will lead to national economic in-

tegration. Supervised credit will be one of the weapons to tune rural

production to meet national agricultural objectives. In an earlier

chapter, the writer noted that land labor ratio in some parts of Ni-

geria far exceeds other parts. With supervised credit and other

allied programs, the situation can be attacked by facilitating the

movement of farmers to new areas and by conditioning the newcomers

to modern farm methods that would have some difficulties in being

introduced and accepted in the old and more traditional areas. This

form of redistribution of farmers will lead to more national cohesion

and aid in the mobility of economic factors.

As noted earlier, there is a great need throughout Nigeria for a



vehicle to assist in the implementation of government agricultural

policies. The role of a supervised credit mechanism in this regard

can hardly be disputed. Sir Frank (1954, p. 5) had stipulated that

territorial agricultural policies should be

conducive to the general long-term interest, Con-

tinuous but not unalterable in purpose. Adaptable
to changing circumstance in its application. Ac-
companied when necessary and practicable by quanti-.
tative plans which are duly revised but not abruptly
altered. Simple in essence.

A supervised credit system carefully designed and prudently exe-

cuted for rural Nigeria will meet the requirements outlined above

and aid in the efforts for a better national economic integration.

Increase in Tax Revenue

Peasant export agriculture is thus consciously being
squeezed through the tax system in order to finance
the construction of infrastructure and industry. It
will undoubtedly continue involuntarily to supply the
finance for much of the development effort for a long
time to come (Helleiner, 1965 ., p. 53).

Table XXII gives the size of incomes that goes to the Nigerian

government through the activities of the Marketing Boards that mar-

ket agricultural exports. Helleiner (1965 ., p. 52) made the follow-

ing observation on the Nigerian agricultural exports.

. . there may be powerful arguments for raising
agricultural productivity other than the need for urban
labor. World demand for all of Nigeria's agricultural
exports is of (absolutely) greater than unitary elasticity
so that increased export volume will, ceteris paribus,



raise total export earnings.

Increase in export earnings will increase tax revenue through

the Marketing Board's activities and also through increase in rural

income. Increase in rural income, given the farmers' propensity to

buy imported materials will increase government revenue through

the import taxes. In 1960-61, export and import taxes accounted for

65 percent of all federal, regional and local tax revenues. Since

rural Nigerians constitute the largest segment of the Nigerian society,

it goes without saying that increase in their productivities and in-

comes will lead to increase in tax revenue.

Interest Rates and Mobilization of Rural Savings

As indicated in the two previous chapters, interest rates in rural

Nigeria range from three percent as proposed by some of the settle-

ment schemes to 459 percent in Mbaise County in Eastern Nigeria.

The former rate will result from a government project while the

latter rate indicates in part the need for control and supervision to

make interest rates more moderate. In Northern Nigeria, co-

operative credit operation has reduced interest rates to about 30 per-

cent in some areas. This is an improvement when compared with

rates that go up to 100 percent and over.

The writer has to disagree with the World Bank (1955, p. 16Z)

for stating that:
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Although we have not made any detailed investigation
of rural credit facilities we feel that for the time being
there is no need for a major rural credit institution.
The credit requirements of subsistence farming as
practiced in most parts of the country are small, and
export crops are by and large adequately financed under
the existing arrangements with buying agents.

Such a position on subsistence agricultare failed to indicate the

possibility of using credit facilities to attack subsistence and over-

looked the fact that some of the buying agents operated as money-

lenders whose operations were inimical to rural improvements and

development.

Although incomes are low in rural areas, there still exist

scattered and small savings in these areas. These savings require

a reservoir that will not only hold them but will be in a position to

distribute them to where they will be made productive. Individual

savings by themselves are quite insignificant but when pooled together

they constitute a sizeable amount capable of being applied in a worth-

while profitable investment. Mobilization of rural savings can be

brought about by such means as selling rural co-operative stocks to

farmers, encouraging farmers' purchase of stocks from rural banks,

selling government bonds of small denominations to farmers and

allowing postal agencies to accept savings deposits in the rural areas.

It must however be pointed out that rural savings should as far

as possible be employed in such a way that their investment will pro-

duce both direct and indirect effects in the rural areas. Asking or



encouraging peasant farmers to invest in outside ventures while they

continue to use crude and unproductive farm implements will amount

to a HbackwashTl effect and rural savirgs will either diminish or

become totally nonexistent.
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REVIEW OF LITERATURE

The need for credit, i. e. an advance of money to an
individual from funds which he has not collected by
his own thrift, does not seem to be pressing .
Africa . . . does not suffer from indebtedness on the
Asiatic scale, and credit is not the first need of the
native population (Stickland, 1934, cited in Isong,
1958, p. 111).

The literature on indigenous rural credit and the economy of

rural Niger&a is fragmentary. No adequate economic observation and

analysis of rural Nigeria have been made. Economic information is

given in part by administrative officers and a handful of anthropolo-

gists.

The official policy on rural indebtedness has followed the think-

ing contained in the quotation above. The.World Bank report cited

in the last chapter took Stickland's position on the subject. Galletti

and associates who studied Yoruba cocoa farming families and whose

position on rural indebtedness has already been noted, also sub-

scribed to the Stickland thesis. However, some writers have given

information that contradicts the positions given above. As early as

1928, Buell (1928, cited in Liversage, 1945, p. 83) had observed:

wealthy Lagos traders and clerks have, through
loans and other means, gotten natives in the country

. . in debt and foreclosed on their land, with the re-
sult that many farms in these areas are owned by ab-
sentee landlords, Africans though they may be.

In 1934-37, and the time Stickland made his report, Green (1964,

p. 46) noted the credit activities of the Ibos in Eastern Nigeria.



The plan was that any members wishing to borrow
money could do so paying 100 percent interest per
annum. . . Incidentally, paying 100 percent inter-
est seemed a usual rate in this part of Ibo country.

Both Bascom and Ardener writing in the l950s at the time that

Galletti and associates made their report, observed credit activities

among the Yorubas and the Ibos respectively and indicated that in-

terest rates ranged from 100-459 percent. The most recent informa-

tion on credit in some areas of Nigeria particularly the cocoa farm-

ing districts is given by Wickizer (1960, p. 59):

As indebtedness pile up, moneylenders secured a
control over the industry which undermined the se-
curity of the native cocoa growers. The credit
system remains inadequate to existing agricultural
needs.

This same problem exists among the oil palm owners in Eastern

Nigeria where peasants pledge their palm trees for money borrowed

with interest and agree to forfeit their trees if they failed to meet

their obligation at a specified period of time.

After the Second World War, the plight of peasant farmers

throughout the world gained universal recognition, particularly by

the more developed countries of the world. One can only guess that

this recognition stemmed from four things. The first may be called

the humanitarian effect which resulted from the recognition of the

well-off nations to assist the poor countries to stand on their feet.

The second may be called the economic effect whic1 took into account



the economic importance of the peasant farmers either as producers

of certain primary products needed in the world markets or as po-

tential consumers of some industrial products. A third reason may

be the population effect brought about by the impact of modern medi-

cine on rural vitality and longevity. The fourth may be called the

cold war effect brought about by the East and West struggle on world

hegemony. The F.A.O., the U.N.E.S.C.O., andthe W.H.O. are

United Nations organizations working on various aspects of world well

being that are producing important effects on the world rural areas.

In 1952, the International Conference on Agricultural and Co-

operative Credit was held at the University of California, Berkeley

Campus. The conference was attended by delegates from different

countries signifying the importance and the need of credit for agri-

culture throughout the world. It is significant that no country in

Africa South of the Sahara was represented at the conference. One

can only guess that the reason for the absence was either because

of their colonial status at the period or the acceptance of the Stickland

thesis on Africa and credit.

The conference proceedings and reports pooled together agricul-

tural and co-operative credit experiences of the developed and under-

developed countries. Although the experiences differed significantly,

depending upon the level of agricultural and economic development

of each country, the conference identified areas of universal char-

acteristics in the field of agricultural and co-operative credits.
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Various factors such as weather, biological determinants and other

natural hazards were noted as important and unique characteristics

of agriculture which call for credit requirements that are different

from the requirements of other industries. The role of the govern-

ment in the field of agricultural creditwas recognizednot only interms

of its being a regulatory body but in terms of its direct action in

helping the farmers to obtain credit facilities for real estate, pro-

duction, marketing, and purchasing operations (Bauer, ed., 1952).

A relevant point was made in the conference by Cruz (1952, p.

299) when he drew attention to the difference between agricultural

credit and supervised agricultural credit:

. . simple agricultural credit means giving credit
to farmers to produce more. This credit, as a rule,
is controlled only by what the lending institution wants
to know .

Supervised credit goes farther than that . . . More
important than just credit is the supervision, not
only of how the farmer is going to spend the money
that he receives from the lending institution, but of
seeing that his man betters his condition, that he
lives better, that he eats better, . . . that he intro-
duces a better system of farming, that he uses tools,
machinery and implements.

There is therefore, a fundamental difference between agricultural

credit and supervised agricultural credit.

Brossa.rd (1952, p. 299) saw supervised credit as one of the most

effective approaches to rural improvement because the credit is

based on:



Combined credit and education services, for the
farmer and his family, are basis on which to in-.
crease production and improve living conditions for
the rural family. The farmer's family is viewed
as the basic unit of rural progress.

Credit and education through contact, demonstration, and parti-

cipation are the main characteristics of supervised credit both for

its organization and its success. Its operationis one of learningby

doing and its results are not measurable in the quantitative increase

in production without giving recognition to the new skills that the

farmers acquire through the program.

In the developed countries, the role of the government in the

field of agricultural credit and supervised agricultural credit is worth

noting. In the United States, the Farm Credit System comprising

the Farm Credit Administration and the Co-operative Banks was

initiated, organized and put into operation by the American Govern-

ment as a program to help American farmers help themselves. The

program resulted from the growing need of the farmers for a reliable

credit media for agricultural production and marketing.

The Farm Credit System is an independent agency of the Amen-

can Government, which operates through a network of complex or-

ganizations which specialize in various credit activities for the

farmers and farm organizations. For example, the Federal Land

Banks specialize in granting real estate mortgage loans, the Banks

for Co-operatives specialize in granting loans to the farmers



co-operative organizations, and the Federal Intermediate Credit

Banks discount loans for Production Credit Associations that are or-

ganized by the farmers in various districts and through which farmers

obtain short.term and irtermediate term credits. The Federal In-

termediate Credit Banks also discount agricultural paper from other

financial institutions (OFI) such as the commercial banks. The Farm

Credit Administration supervises the activities of the various credit

organizations that make up the System, (Murray and Nelson, 1960,

chapters 24-30).

In the field of supervised agricultural credit in the developed

countries, the United States Farm and Home Administration offers

a good example. Unlike the Farm Credit System, the F. H. A. is an

agency of the U. S. Department of Agriculture. Also, unlike the

Farm Credit System that obtains funds from the money market, the

F. H. A. with Congressional authority borrows funds from the Federal

Treasury, operates a revolving fund set up by the Congress mainly

for emergency purposes, insures and services loans from lenders

such as commercial bank loans to the farmers.

The two primary objectives of the F. H. A. were described by

Murray and Nelson (1960, p. 440) as providing supplementary ser-

vices to commercial lenders and summarized as follows:

The major responsibility is to provide supervised
agricultural credit to farmers who are unable to ob-.
tam from other source on reasonable terms and



conditions to make their farming operations success-
ful. . . The other objective is extension of emergency
credit to established farmers who are temporarily in
financial difficulty due to reasons beyond their control.

The staff of the F. H. A. assist qualified farmers to budget and pre-

pare adequate farm operation plans.

Experience in the United States in the fields of agricultural and

supervised agricultural credits reveals that private institutions can

be lured into program participation by public involvement. Thus,

commercial banks and other lending institutions in the United States

are now extending credit to the farmers and their organizations.

Some oI these institutions now maintain an expert staff in the field

of agricultural finance.

Unlike the African countries, there have been considerable pro-

grams of agricultural and supervised credits in some Asian and

Latin American countries. In Brazil, supervised agricultural credit

has been in operation in some parts of the country. The Brazilian

Association for Credit and Rural Assistance (ABCAR) grants, in-

sures and supervises credit that is extended to small and medium

sized farmers, for repairs, renovation, and construction of houses.

The supervisory activities of the ABCAR make Banks' loans to small

and medium size farmers more secured "so that the banks . . . are

more inclined to grant credit than they would otherwise be without

the help of ABCAR, " (Gersdorff, 1960, p. 153). The Brazilian
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operation of supervised credit has helped many farmers. Cabral

(FAQ, 1964 , p. 30) noted that carefully conducted technical super-

vision has led to a high repayment rate for loans administered under

the Brazilian program. He added

the rate of repayment is high, the average for
all state programs being over 98 percent. The num-
ber of defaulters is almost negligible because of the
proper selection of applicants, well-organized farm
and home plans and, above all, the supervision of the
farmers' family activities,

In Mexico, government policies have been directed towards full

integration of various sectors in the country's economy. Mexico

has "taken off" as a result of these policies which Navarrete (cited

in Zook, 1962, p. 96) stated in the following terms:

The more or less balanced structure attained by
the Mexican economy has been the result of directed
policies which has considered the interdependency
of the private sector-agriculture providing food and
raw materials, and a market for the new industries;
industry supplying the goods required to increase
farm productivity and relieving the population pres-
sure in the rural areas by providing employment op-
portunities in the cities.

Banks in Mexico have been encouraged if not forced to grant credit

to farmers. Gersdorff (1960, p. 169) described the policy as

follows:

In order to force the banks to grant rural credit,
Mexico used the system whereby the banks were
obliged to transfer 100 percent of their deposit
increases to the Central Bank, and they were only
exempt from this obligation when they could prove
that they had invested a certain proportion of these
increases in agriculture.
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In the field of supervised credit, Mexico's success story has

been brought about by the activities of GRE FAL through whose guid-

ance the Poultrymens' Association of Patzcuaro, Mexico, came into

existence. The Association has been instrumental in asisting rural

farmers who "became owners of a semi-industrial, concentrated

poultry-feed plan, "(FAQ, 1964 , p. 49). The program has been so

successful that rural farmers now "participate wholeheartedly in

social, educational and cultural programs of official and semi-

official agencies, as well as those sponsored by students and teachers

of CREFAL (FAO, 1964 , p. 51).

In the Philippines, a Rural Banking System has been developed

to meet the credit needs of the rural population. It took the system

about 50 years of experience and experimentation to arrive at its

present stage (Francisco, 1964). Although the banks under the sys-

tern are assisted by both the government and the central bank, they

are privately owned and "are organized in the form of stock corpora-

tions in accordance with the fundamental requirements of the Corpora-

tion Law . " (Espiritu and Magno-Mjares, 1957, p. 36). The

assistance the banks receive from tjae government is in the form of

counterpart capital which is designated preferred shares and given

on a peso-for-pesobasis. Management of these banks are entirely

in the hands of private capitalists to avoid both political interference

"and the common attitude entertained by borrowers that government
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loans need not be repaidt' (Francisco, 1964, P. 4). It is interesting

to note that some of these rural banks have been opened where busi-

ness has been said to be lacking and the banks have proved to be the

instruments needed to jolt some of these places out of their lethargy

and made them to hum with activities.

Agricultural co-operative and supervised credits have been given

quite a sizeable attention by the F. A. 0. The Organization has been

emphasizing the necessity of creating an economic and agricultural

ethos that is vital to the adequate functioning of credit mechanism in

the agricultural industry. Such an ethos will be created by a joint

action of the government, the banking system and the farmers them-

selves.

The importance of extension as part and parcel of supervised

credit or agricultural development in general has been emphasized

by many writers in development economics. Lewis (1955 ., p. 191)

stated in part:

. . the introduction of new techniques requires a
great number of changes, not only in economic and
social structure, but .1so in the provision of capital,
and in the acquisition of new skills. Agricultural
extension must therefore be seen only as one part
in a wider program of agricultural improvement,
which includes such other things as roads, agricul-
tural credit, water, supplies, efficient mariceting,
land reform, the development of new industries to
absorb surplus labour, co-operatives, and so on.
Economic growth always involves changein awide
front, and of no sector is this more true than it is
of rural life.
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It is not sufficient to introduce changes in the rural areas. It is most

important that the changes be accepted. In dealing with peasant

farmers, it is necessary to get them to consider and adopt improved

practices both in production and in marketing. The following guide-

line by Mosher (1964, p. 21) is quoted in full by the writer to em-

phasize its relevance to the subject,

Firstly, farm operators must be aware of the techniques
by which production can be increased. Secondly, they
must have mastery of the new skills of hu.sbandary and
business management that are involved. Thirdly, the
new materials - improved seeds, fertilizers, pesticides,
and implements that are necessary for increasing pro-
duction - must be available to them. Fourthly, farmers
must have access to markets for their increased pro-
duction. (Both the availability of new inputs and access
to markets for farm products depend on the development
of roads, and transportation facilities and on organized
commercial channels throughwhich supplies and equip-
ment can move to farms, and farm products can move
to the markets), Fifthly, farm operators must have
adequate incentives to try out new patterns of production.
These incentives include reminerative prices. They in-
clude such arrangements with respect to land tenure and
tenancy as will give farm operators an encouraging
share of each harvest and a stake in the future producti-
vity of the land. They include thepresence in nearby
market town of attractive consumer goods that farm op-
erators and members of their family would like to pur-
chase. And they include such pattern of social values as
will grant prestige and social approval to those farm
operators who, from year to year, increase the producti-
vity of their agricultural operations.

Thus, the problem of rural agriculture, supervised agricultural

credit, and rural development in general, is a conglomeration of

factors partly economic, partly social and partly political. In either
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case, it is sufficient to achieve desired rural development objectives

by having well-managed credit institutions "to devise credit policies

in which allowance is made for all legitimate credit needs of farmers

and priority given to credit for maintaining and increasing repayment

capacity" (FAO, 1965, p. 15).



SUPERVISED RURAL CREDIT SYSTEM

Other factors being equal, agriculture will progress
in the ratio that farmers employ CASH, CREDIT AND
CO-OPERATION (Myrick, 192Z, p. 7).

Given that in developing countries the average farmer
is inclined to apply for more credit than is good for
him from an economic point of view, to use it for pur-
poses other than those for which it is supplied, and to
postpone repayment of his debts, a system of supervi-
sion of agricultural credit from the beginning to the
end is here indispensible (FAO, 1965, p. 61).

The Stages and the Triplet Approach

Nigerian rural and traditional agriculture needs to be trans-

formed. The transformation will be an injection of a "disturbance"

in the channels of the circular flow in the present vicious circle of

poverty, low income, low savings, low production and up again to

poverty. The disturbance has to be of such a magnitude as to pro-

duce the Schumpeterian innovational role and avoid quick petering

out that does not lead to growth and development.

Rural transformation is a process that requires capital, know-

ledge, incentives and time. It is a transition that is worthwhile but

one that has its pains. Capital is needed for introduction of new

factors and for improvement and replacement of old factors. Know-

ledge is needed for the application of capital in production processes.

It generates skills which can be passed from one generation to the



97

other. Incentives are needed to reward agents of production for

their various contribution in the production process and for retain-

ing and attracting more and better productive agents. Time is needed

to allow for capital accumulation, knowledge acquisition and payment

to factors of production,

The time factor mentioned above has led the writer to advocate

the introduction and development of a rural credit mechanism in

three stages over a period of time. There is nothing automatic or

dogmatic about the stages. They merely constitute a frame to serve

as a guide for the determination, evaluation, implementation, and

adjustment of the credit program. The time may be shortened or

lengthened in a given locality in the various stages recommended.

The stages will consist of (1) The Organizational stage; (2) The Con-

solidation stage and (3) The Matured and Integrated stage.

The triplet approach in overcoming subsistence in the Nigerian

economy, through the operation of a rural credit system, consists

of the joint action of the private or capitalist enterprise, the co-

operative enterprise and the state or public enterprise. The triplet

tinet!? will have common objectives in terms of increasing production

per acre of existing land, bringing unoccupied land to economic use

and developing and expanding technical agriculture. It will also aid

at complete commercialization of rural agriculture, a process which

the introduction of cash crops partly undertook.



The tnettt is recommended for the following reasons:

1. It offers program diversification and the spreading of risks

and rewards.

2. Although the approach implies both complementarity and

supplementarity, the operation of the three components will

foster competitive interest rates and attack the morLopoly

position of the various classes of moneylenders.

3. Nigeria has heterogeneous social, religiois and economic

structures which call for an application of different types

of programs with due consideration to a given social en-

vir onment.

The importance of giving recognition to environmental factors

cannot be overemphasized. Some ethnic groupsin the country are

so individualistic and suspicious that to talk of co-operation may, be

totally out of place. Others belong to religious groups that look upon

interest payment as an evil and i this case, a means has to be de-

vised to give interest payment another name. And still yet, others

may be in areas where private concerns find unattractive either be-

cause of the costs initially involved or because the conditions are not

yet in order for their successful operation. Failure to recognize

diversity in areas and in people in program implementatiorL parti-

cularly in the rural areas has been identified as one of the causes of

co-operative credit failures in India. The All-India Rural Credit



Survey Report (1955, p. 279) had this to say on the subject.

The failure of co-operative credit is explicable in
terms of total impractability of any attempt to com-
bine the very weak in competition with the very strong
and expect them by themselves to create conditions,
firstly, for their emancipation from the interests which
oppose them, and secondly, for their social and economic
development in the context of the severe disadvantages
histori.callyimposed on them by a structure of the type
described.

The success of a supervised agricultural credit depends on the

quantity and the quality of the extension services that go along with

it. At this stage of Nigerian development, the writer advocates a

unified system of extension utilization by the triplet components.

Provision of the extension complex at the initial stage should be made

by the government and a program for the training of extension staff

should be accelerated. Thus, the stages and triplet approach will

strengthen the entire credit system, minimize losses, and bring

the benefits of the program to the farmers and to the country.

The First Stage

What seems to be needed, particularly at the early
stages, is an institution which can combine local
popular appeal with the sorts of savings effects a de-
veloping economy demands; an institution which can act
as an educational mechanism for a people moving from
a static economy to a dynamic one, at the same time
as it operates to bring about the restrictions of in-
creased consumption such a transformation implies
(Geertz, 1962, p. 242).

The first or the organizational stage of the development of a
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credit system should consist of laying a strong foundation upon which

the credit system can be built. This will require the division of the

rural areas into credit units or zones. The division may be in terms

of provinces, counties and districts. It may for administrative pur-

poses, follow existing political patterns but not necessarily.

Studies are to be conducted in each unit in the form of taking in-

ventory of the production potentialities, analysis of credit needs,

appraisal of existing credit facilities, identification of present and

potential problems in the field of rural credit, and a recommendation

on the possible solutions to the problems. Since constraints in the

form of scarcity of capital, management and trained personnel may

characterize the early stages, priority should be given to the areas

with relatively little technical risks and quick contribution to over

all national productivity. Expansions to other areas have to be made

in an established order taking into consideration various socio-

economic and political factors. The first stage is also a period of

high propaganda activities in the rural areas to sell the program and

to enlist mass support and participation.

For the private enterprises, who may want to participate in the

system, the first stagewill amount to the period of fulfilling various

regulations and requirements to be established by the government.

Those wishing to establish Rural Banks should make their intentions

known to the government and begin to file necessary documents for
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authorization and license. Existing commercial banks interestedin

the program may be allowed to establish mobile banks that can op..

erate in the rural areas at specified periods while maintaining their

respective urban bases. One to two years may be allowed for this

stage at the end of which the enterprisemay be allowed to begin

business.

For co-operative enterprises, the organizational period should

consist of the establishment of propaganda media for interesting rural

people on what a co-operative is and how and why it is organized.

It must be pointed out that while reliance may be placed on the

degrees of rural mutual aid or credit institutions as the basis for

organizing a co-operative enterprise, their limitations must be

recognized. Co-operation in the modern sense is a business enter-

prise not a social panacea. Some of the rural mutual associations

are known to give credit to people who do not need it or know how to

use it productively, solely for the practice of "turns," "rounds,

etc. This is not a co-operative practice and results in many cases

in loss of funds or misuse of scarce resources. Caution is there-

fore essential in applying the existing institutions to serve a develop-

ment objective.

The cooperative organizers must avoid giving the villagers the

impression that associations are goyernment donations or imper3tives.

While there may be reasons for instituting compulsory associations
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in certain areas, the organizers must avoid portraying the associa-

tion as an imposition from the 'ttop. Co-operative societiesim-

posed from outside are known to take time to acquire roots. It is

the acquisition of sound tap-roots that the organizers should aim at.

The failure of earlier attempts to establish co-operativesin some

parts of Nigeria was not unconnected with their excess paternalism

which led some farmers to view them as compulsion rather than co-

operation particularly when they were imposed by aliens with heavy

European characteristics.'

The development of primary societies should therefore occupy

the minds of co-operative organizers at the early stage. At the first

stage, the co-operatives should be multi-purpose societies, giving

peasants credit, providing them with farm supplies, marketing facili-

ties and storage. It may be argued that these activities will be too

much for a single enterprise, given the low level of managerial

ability available. Experience may show however, that volume of

business at the initial stage may not warrant diversified or rigid

specialization of the societies. This stage of co-operative develop-

ment may require up to ten years in some areas before a second

stage may be embarked upon.

The role of the government at organizational stage will be more

complex and elaborate. In some regions, cooperative and agricul-

ture are in different departments and ministries. The two
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departments should come under one ministry if the government is to

back rural credit system with agricultural extension services.

At the first stage, the goveriiment must provide the extension

personnel. The existing personnel should be utj.lized.in initiating the

program in some areas while provision should be made to train more

personnel. Since most of the initial survey of credit facilities and

needs is to be made by the government, it should be accompanied by

a land reform program. Adams and Havens (1966, p. 208) have

stated in part:

Land tenure arranments have significant implica-
tions for the type oTenterprise which will be under-
taken on the farms, the types of invesments that will
be made, the flexibility which is present in farm op-
eration and the manner in which production decisions
are made and carried out.

Land tenure problem in Nigeria is not one of breaking up estates to

small farmers. It is a problem of achieving even distribution of the

rural population to utilize the existing land areas that are still Un-

cultivated. Government should therefore embark on a plan to achieve

this redistribution by working out measures to extend adequate credit

to the new landowners, organizing them in co-operative groups and

offering incentives to private enterprise that may assist in this re-

distribution.

The government should encourage the development of co-operative

primary societies and where such societies are not visible at the
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moment, it should devise a program for extending credit to worthy

peasant farmers in the area through an agency established for the

purpose. Demonstration farms should be established in carefully

selected key areas and extended to cover more areas as progress is

made. The demonstration farms should be established where pea-

sant farmers can have access to them and where they can visit for

both demonstration and educational purposes. It will not be sufficient

or useful to establish these farms in the cities for mere reason of

proximity to the "offices. " The primary use of the farms is to serve

the farmers and not the officials. They should not just be a show

case but should be instruments for rural transformation. For the

government, this stage may take about ten years to be accomplished.

The Second Stage

The second stage or the consolidation stage should be the after-

math of the organization stage.

For private enterprises existing commercial banks, the rural

banks, and other partnerships interested in rural credit, the period

should be one of permission to do business within the framework of

the rural credit system to be specified by law. Should these partici-

pating private enterprises so desire, they can have access to the

expert advice of the extension personnel in their loan operations.

These operations should be subject to government and central bank
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supervisions. The operations should not just drain off rural savings,

but should encourage farmers to invest in productive ventures es-

pecially in their farms.

The consolidation stage for the co-operative associations should

be a period or re-organization. Merging of primary associations

and further expansion of co-operative activities in the areas not

covered in the first stage. Development of regional groups should

be undertaken at this stage and exchange of information between

various groups should be intensified.

With availability of more trained personnel and with an increase

in the volume of business, these associations may begin to specialize,

leading to differentiation between production, supply and credit so-

cieties. Such societies must utilize extension advices.

At the consolidation stage, the government may hand over some

of its credit operations to any of the two sectors - private enterprise

or co-operative enterprise. In the extersion field, increased trained

personnel and more demonstration farms should be utilized. Assis-

tance and supervision of the two sectors have to be continued. Gov-

ernment and co-operative enterprises may spend five to ten years

at this stage, while private enterprises may hve a shorter period.

The Third Stage

The third stage otherwise called the matured and integrated stage
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should be the last stage of the rural credit development. This does

not mean that activities should terminate at the stage. Rather, it

will be a stage where further development and organization will be

less painful and less revolutionary. At this stage, it is hoped that

the rural agricultural economy may reach or approach a state of

full commercialization and its integration with the national economy

may have been accomplished.

For the private enterprises, this stage may lead to expansions

and mergers. Their backlog of experiences may assist them to bet-

ter modify their attitude towards agriculture and rural economy as a

whole. They should be permitted to buy and sell in the money mar-

ket wh&ch the writer assumes will be developed at the period.

The co-operative societies may take this stage to centralize

their operations. The establishment of apex institutions should occur

at this stage. These apex institutions should be allowed to operate

in the money market and also exercise considerable control over the

regional, provincial, and primary associations. The apex institu-

tions should also assume some of the organization activities now per-

formed by the government. A word of caution will be appropriate at

this point. The establishment of co-operative apex institutions should

be for the purpose of achieving desired economic objectives. They

should not be political show cases. The F. A. 0. (1965, p. 20) had

this to say on the building and development of apex institutions.
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As regards the position of central and apex co-
operative banks, if they are merely channels for the
distribution of government loans, they may, be super-
flous links in the chain of credit. Their existence
is justifiable and useful only if they perform their
proper co-operative functions, such as serving as
clearing houses between co-operatives with surplus
funds and those needing credit and guiding and super-
vising primary societies. In. view of the varying con-
ditions in developing countries, the question as to
whether secondary and apex co-operative societies are
useful links in the chain of credit must be decided on
the merits in each case.

Lastly, the co-operative societies may at this stage embark on

various phases of economic integration. The integration may be

vertical or horizontal but safeguards have to be made to avoid getting

too big and breeding inefficiercies.

Government should at this stage eliminate some of the various

ad hoc activities it undertook at the early stages. These activities

may now be assumedhy the other two sectors. The government has

to retain its supervisory functions and continue to strengthen the ex-

tension services. Since not all parts of the rural areas will be

change responsive at the time, the government should continte in.its

endeavor to bring all corners of rural Nigeria into an integrated

national economy.

The supervisory role of the government has to be emphasized.

Supervision is necessary to ensure that loans of both the private, co-

operative, and public bodies are made in such a way that the national

economy may not be jeopardized. It is not sufficient to license banks,



grant co-operative charters, extend loans, grants and subsidies to

the rural credit agencies. As the F. A. 0. (1965, p. 62) rightly

pointed out:

Starting agricultural credit agencies or giving rapid
expansion to them without creating the machinery for
an appropriate investigation of loan applications, a
sufficient supervision of loans and maintaining a close
continuous contact with the borrowers is . . . one of
the main reasons why development of sound agricul-
tural credit is often extremely slow in developing
countries, so that after several decades only a very
small percentage of the farmers may actually obtain
the institutional credit they need.

It is therefore, essential that government set standards and pro-

cedures by which credit agencies extend and service loans in the

rural areas and also ensure that the standards so set are adhered to.

The writer assumes that within a thirty year period, a sound and

country-wide rural credit system, developed in stages, and struc-

tured to suit local conditions, may be evolved throughout rural Ni-

geria.

The Cost of Supervised Rural Credit System

Instead of referring to it as supervised agricultural
credit, I should prefer to call it a rural welfare ser-
vice, for credit is only a part, indeed a very essen-
tial part, but not the most important one in the sys-
tern (Brossard, 1952, p. 299-300).

The establishment of a supervised rural credit system will in-

vo],ve some costs. The cost evaluation of the program may. be made
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in terms of the returns of the expenditure on the program which the

writer assumes to be an investment. Although, it will be difficult

to give a qualitative evaluation to the effects of a program such as

the rural credit system, one may only mention that the impact is

both in terms of increasing rural productivity and educating the rural

farmers. The qualitative return can only be felt in the calibre of

the rural population in terms of changes not only of production

methods, but also of attitudes.

Quantitative increase in production and returns to investments

can be measured in terms of the inpiit output ratios. From Table

XXIII, it can be seen that investment in agriculture is worthwhile.

Of special interest are type 3, smallholder (investment) schemes,

and type 4 smallholder (improvement) schemes. These two types

have raised some questions as to the high cost of the settlement

schemes.

Opponents of the settlement schemes stress the high
cost involved and suggest that instead of concentrating
large sums of money on a few selected thousands, it
should be spread more evenly among the rural popu-
lation. Thickening the extension network, for ex-
ample is an alternative . . . That approach could be
supplemented by more intensive but reasonable pro-
jects, such as the palm groves rehabilitation scheme
in Eastern Nigeria. It involves a Li. 9 million invest-
ment in replacing wild palm with new seedlings, coupled
with a subsidy to farmers who agree to consolidate
their holdings (Krei,nin, 1963, p. 541).

The above is quite consistent with Nigeria's traditional official



TABLE XXII. GOVERNMENT WITHDRAWALS FROM MAJOR AGRICULTURAL EXPORT PRO-
DUCERS' INCOME IN NIGERIA, 1947-62.

Marketing Board Produce Pur-
Export Duties Trading Surplus chase Tax

%of %of
potential potential

producer producer
L000's income* L000's income* IDOO's

(1) (2) (3) (4) (5)

Total
Withdrawals

%of %of
potential potential
producer producer
income* L000's income*

(6) (7) (8)

Cocoa(1947-62) 64,481 17.8 46,638 12.8 4,553 1.3 115,672 31.9

Groundnuts(1947-61) 32,154 12.9 25,743 10.4 3,998 1.6 61,895 24.9

Palm kernels (1947-61) 26,997 11.1 36,978 15.2 4,327 1.8 68,303 28.1

Palm oil (1947-61) 17,002 11.0 10,849 7.0 4,592 3.0 32,442 21.0

Cotton (1959-61) 8,458 12.9 5,272 8.0 792 1.2 14, 522 22. 1

*Potential producer income is defined as total withdrawals plus actual producers' income.

C
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TABLE XXIII. OUTPUT/INPUT RATIOS FOR PLANTATIONS,
SETTLEMENT, SMALLHOLDER (INVESTMENT)
SCHEMES, AND SMALLHOLDER (IMPROVEMENT)
SCHEMES, EASTERN NIGERIA.

Cash income-
Output: Output: farmer: cashinput Govt. input outlay - farmer

(1) (2) (3)

1. Plantations
Oil palm 2. 1:1 2.3:1 -

Cocoa 1.7:1 1.7:1 -

Rubber 1.4:1 2.8:1 -

2. Settlement Schemes
Oilpalm, rubber 2.3:1 4-6:1 5-6:1

3. Smaliholder (investment)
Schemes
Oil palm 7:1 25:1 5.5:1
Cocoa 2:1 27:1 n.a.
Rubber 3:1 37:1 6:1

4. Smaliholder (improvement)
Schemes
Yams 2.9:1 6.4:1 5.3:1
Cassava 3.8:1 8.4:1 6.9:1
Cocoa 2.9:1 6.4:1 3.8:1

(Source: Fogg, 1964, p. 281-282.)

policy of developing individual farm owners, and the credit system of

the type advocated in this thesis will re-enforce this policy.

Furthermore, the effects of such investment on the balance of

payments may be used to determine its desirability. Lombardini

(1959, p. 125) outlined the balance of payments effects of investment

in the following terms:

(a) Investments of Type 1 develop industries pro-
ducing goods formerly imported or export goods,
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and so have positive effects on the balance payments;
(b) investments of Type II are those made either to
substitute wornout capital equipment in existing in-
dustrie, or improve technical methods of production;
their effect on the balance of payments depends upon
the ensuing changes in the prices of the products of
these industries; (c) investments of Type III result in
an increase in the output of goods for domestic use.

The writer assumes that a well developed and organized super-

vised credit system for rural Nigeria will result in increased produc-

tion of both export and domestic crops, assist in providing better

technical knowhow in the rural areas by introducing new and better

ways of farming, better seed selections and will be a stepping stone

towards integrating agriculture and other, industries. The establish-

ment of medium sized industries for processing of agricultural pro-

ducts can be made more economical with increase in the volume of

farm crops and livestock.

It therefore follows that the costs involved in running the system

may be great but, the reward may be even greater. Since most of

the work involved in. the supervised credit system will require ade-

quate and ever growing and improving extension services, it follows

that the government has to be prepared to bear most of the expenses

and that both private and co-operative enterprises should also con-

tribute in various ways to make the system a success.

Structures and Loan Procedures

It is important that an adequate structure accompany the



113

supervised credit operation. In areas where debtors attitudes to

creditors after loans are made are known to be hostile, it may be

advisable to separate the supervising functions offered by the exten-

sion service and lending function offered by a credit agency.

For practical and development purposes, it may be advisable

to limit the credit activities of the system to receiving of savings

and granting of short-term and intermediate term loans. Long term

loans are not particularly suited to the system at its early stage.

However, government embarking on rehabilitation programs should

extend long term loans to the farmers under the schemes and the

loans should be amortized for a period of 30 years or thereabout.

Repayment plans for short and intermediate term loans should

be structured according to the period of income of the farm enter-

prise and the repayment capacities of the borrowers. This policy

will avoid periods of heavy expenses on the farms and also extend

repayment periods for borrowers who fail to meet their debts for

reasons beyond their control. Furthermore, the practice of the

U.S. Federal Land Banks may be adopted to repayment plans. The

Banks permit borrowers to build up reserves for making later pay-

ments. The practice enables farmers to accumulate capital in high

income years which is utilized in the low income years. The burden

of debts should not be allowed to impair the productivity of the

farmers to the degree of endangering their debt paying capacities.
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Since communal lands in almost all of rural Nigeria cannot be

mortgaged because of either ill-defined land titles or non-existent

land titles, ways must be devised whereby lending institutions can

furnish credit and at the same time getthe required loan guarantee.

The following security requirements should bernet.

1, The reputation, character and farming ability of the farmer.

2. Farm crops and equipment.

3. Live stock.

4. Such items as bicycles, commercial trees, and association

stock if any.

The character and the will to succeed of the individual farmer should

be given considerable attention. Security can equally be implied in

the supervision that will accompany each loan.

Private Enterprise - Rural banks

The private sector of the credit system is to be made up of two

parts. The first should comprise of the existing commercial banks

that are willing to extend their operation into the rural areas, either

through the establishment of branches or through mobile banking

facilities. Since these banks are operating under the existingbank

laws, regulations or even additional laws will be needed to include

their rural operations. These banks are entitled to seek expert

advice from the extension agents in the areas in which they operate.
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They should provide banking services not only to individual farmers

but to farmers organizations such as the co-operative societies. In

return, these banks should assist the government and co-operative

societies in the training of personnel in the field of banking and busi-

ness management.

The second group in the private sector should comprise of the

Rural Banks. These banks may, be established by individuals, part-

neships, and joint stock companies. They will be made up of two

groups.. The first will be known as the Rural groups. They should

have a nominal capital of at least L1O, 000 ($28, 000) and be permitted

to carry on banking activities with a cash paid-in-capital of L5, 000

($14,000). The second group will be known as the Semi-Rural groups.

They should have a nominal capital of L15, 000 ($42, 000) and be per-

mitted to do business with a cash paid-in-capital of L7, 500 ($2l 000).

Both groups are entitled to seek expert advice from the extension

personnel and should operate under a Rural Banking Ordinance to be

established by the government.

Rural Banks established as joint stock organizations will obtain

funds from sale of stock, while individuals and partnerships will pro-

vicle their own funds. Rural farmers and their organizations may

buy stock from the joint stock rural banks.

When necessary, Rural Banks may receive government loans

and backing. This means that the government may buy the stock of
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rural banks in the nature of preferred stock. Government loans

may also be given to partnerships and individual concerns with the

provision of adequate guarantee. Where government funds are in-

volved in a Rural Bank, the bank's loan policies must be specified

by the government, and a government credit or extension staff must

sit on its loan committee as of right and participate fully in the

bank's loans policies. In some cases, a government loans official

may review and be empowered to veto approved loan applications.

The Rural Banks must have general managers appointed by the

banks' board of directors who must be elected by the stockholders.

There should be one bank in a given rural district and it may operate

mobile bank units within the district. Inter-district banking should

be discouraged at the early stages. As their names indicate, the

Rural groups of the Rural Banking System will operate in the remote

rural areas while the Semi-Rural groups will operate in the rural

areas adjoining urban areas.

Co-operative Credit As socIations

The core to the development of a supervised rural credit system

will be the co-operative credit associations, organized on primary

levels and utilizing the extension network to boost up their operation

and existence.

The associations will pool together capital fund resources of
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their members and from the pool they advance loans to their mem-

bers for provident and productive purposes particularlyin the field

of agriculture. Their sources of capital funds will be as follows:

1. Membership fees (this should range from five shillings to

one pound).

2. Stock sales to members (generally common stock).

3. Stock sales to the public (individuals, tribal unions abroad,

church groups etc. These shou]d be preferred stock and

therefore carry no voting rights).

4. Savings from individual members of the community including

non members of the associations. At the very early stage,

only savings accounts hou1d be handled by the associations.

5. Outside loans and grants. These loans are those to be made

by the government, the marketing boards, commercial banks,

individuals and tribal unions.

6. Reserves accumulated from profits.

As noted elsewhere, development of these associations maybe

difficult in some parts of the country due to socio-economic and re-

ligious factors. In some areas, the rural economy is just making a

debut in the market oriented economic arena. Using the marketing

ladder stages by Yudelman (1964, p. 172) given as follows:

1. All production is for direct consumption.
2. Most inputs are devoted to production for sub-

sistence though there is marginal production
for the market.
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3. The greater proportion of input and output is
for the market but there is still production for
direct consumption.

4. All inputs are for specialized production for the
market, other than minor items for home con-
Sumption.

It can be said that while no part of Nigeria is in the first stage, very

few farmers in Nigeria are on the fourth stage. Majority of the rural

farmers fall within the second and third stages. Given such market

ing stages coupled with the fact that some Nigerians are not able to

cooperate in business outside their immediate family circles, Go-

operative credit associations should be divided into two main classes.

The first class to be known as The Potential Co-operative Credit

Association Areas, should be developed inthe areas where co-

operation at the moment is a risky venture. The government will

assume sole responsibility for initiating and organizing supervised

credit in such areas. The government operation should be turned to

co-operative operations as soon as conducive situations have been

established for the existence of co-operative organizations.

Under this category, and as far as practicable, loans will be

given in kind in the form of such farm inputs as fertilizers, improved

seeds and seedlings, supply of standard farm tools, etc. Cash loans

should be given only for such things as wages or such productive in-

puts that cannot be provided by the existing channel. ProLits from

these operations should be retained for the use of future co-operative
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societies in the area after administrative costs have been fully met.

The extension staff should be vested with the powers to make

the loans and should operate with an advisory board drawn from such

areas. The advisory board will form the basis for the future co-

operative board members when the government relinquishes its op-

erations to a co-operative credit society. The character, ability,

and repayment capacity of an individial farmer should be the funda-

mental basis for granting him a loan.

The extension staff should be well acquainted with their areas of

operation and where the loan agency is separated from the extension

framework, close cooperation shu1dexist between the tw agencies

in the dispensation of credit to the farmers. The ultimate aim of

credit operations in the Potential Co-operative Credit Association

Areas must be the establishment of co-operative credit associations

whenever possible.

The second class of Rural Credit Associations will be organized

in the areas that are now receptive to co-operative existence and

operation. This group will operate as the Nigerian version of the

German Raiffeisen banks. Each association will employ a. manager

through its board of directors. It may be advisable for the govern-

ment to appoint these managers at the early stages, a practice that

will be analogous to the present government appointment of local

government secretaries. Each association will have a board of
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directors elected by its members under the supervision of a govern-

ment official. These boards may serve as loan committees at the

early stages.

The loan committees must approve any loan made by the associa-

tions. Where large government funds are employed, a government

loan agent must sit in such committees as of right and may veto loan

applications if his expert knowledge indicates they carry great risics.

Where no government funds are involved, the agents should also sit

in these committees but will have less powers.

It may be advisable to include on the loan committees such

people as the local clergy, juju priest and the Iman. Village heads,

tribal chiefs, and other natural rulers must not be allowed to inter-

fere with the affairs of the associations. They may, however, be

asked to serve as patrons.

The credit associations must utilize the services of the exten-

sion network whose agents should act as chief evaluators of the tech-

nical aspects of the farms whose owners apply for loans. These

agents should help each farmer to prepare adequate arm budget and

plans for farm operations.

As indicated elsewhere, these associations should at the early

stages serve several functions. These include supply, marketing,

and distribution functions. Loans may be made in form of farm

supplies, seeds, farm tool purchases, fertilizers, and insecticides.
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Membership, character, and repayment capacity should be the basis

for granting of loans. Securities are to be in the form of those al

ready recommended.

The associations are to operate as limited liability organizations.

They must comply to the rules, laws and regulations to be specified

by the government. They will operate as voluntary associations,

although, the government may as a matter of policy make some

associations compulsory in some areas. When fully established and

on reaching the matured and integrated stage, the associations or-

ganization will resemble Figure 2.
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THE INSTITUTIONAL ROLE OF THE CENTRAL BANK
AND THE GOVERNMENT

The Central Bank

. . the principal objects of the Bank shall be to
issue legal tender currency in Nigeria, to maintain
external reserves in order to safeguard the inter-
national value of that currency, to promote monetary
stability and a sound financial structure in Nigeria
and to act as Banker and financial adviser to the Fed-
eral Government (citedin Onitiri, 1958, p. 80).

. the state bank is a necessary element in the or-
ganization of the economy of a developing Nigeria,
Its operations cannot take the place of development fi-
nancing by private and goverrment savings; they can
only assist in the channeling and the most economic
utilization of the country's financial resources (World
Bank, 1955, p. 100-101).

The Central Bank of Nigeria is a relatively younginstitution.

Its establishment was strongly recommended by the World Bank in

1955. The central bank, like many other central banks in the under-

developed countries, faces such problems as the crude nature of

banking and money markets which themselves are results of a large

subsistence sector in the economy. As noted elsewhere, a sizable

portion of commercial banks in Nigeria is expatriate owned and op-

erated. Nigerians have control of only ten percent of commercial

banking activities in the country. There are about 197 commercial

banks in Nigeria most of which are branches of the "Big Four":

Bank of West Africa, Barclays Bank, National Bank of Nigeria, and

The African Continental Bank.
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The rural credit system the writer proposes will increase the

number of commercial banks and assist in the creation of banking

habits that are seriously lacking in the country, especially in the

rural areas. This increase will widen the control and responsibilities

of the central bank.

If the rural banks succeed in mobilizing indigenous capital and

the co-operative credit associations succeed in not only creating

savings habits in a modern sense but also in channelling such savings

to productive enterprise, the central bank's role under the statute

will therefore be more meaningful, since its overseeing of the

country's monetary activities will be widened not only on paper but

in practice.

The creation of a rural credit system will entail the following

duties and responsibilities on the part of the central bank:

1. Help in the promotion, establishment, and location of the

institutions. In this regard, the central bank should stand

by to advise and render technical opinion on the credit sur

vey mentioned elsewhere. It. should also oversee the gov-

ernment registration and licensing of the various institutions

to be established in each area.

2. Supervise and examine regularly the activities of the insti-

tutions. Supervision is a very important element in a super-

vised credit mechanism. To avoid mis-management and
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failures, the activities of the institutions must be subjected

to regular scrutiny to ensure that they operate in the public

interest. Where the extension staff handles credit operations,

such as in the Potential Co-operative Credit Association

Areas, their loan activities must be examined by the central

bank's staff. This practice should also apply in the areas

where loan committees operate.

3. Help train personnel. This is an important function or ser-

vice that the central bank should render to the rural credit

system. The success of the personnel will determine the

viability of the institutions that they operate. These train-

ings can be given in many ways. The personnel of the credit

system can be trained in special schools which the central

bank can sponsor or participate in developing. Officials of

the central bank may be second to the institutions within the

system for on the spot training activities.

4. Assist the institutions to develop efficiency and trustworthi-

ness. The importance of these two elements in credit ad.-

ministration cannot be overemphasized. The central bank

can play this role by setting standards of banking and credit

practices that will foster the two, principles.

5. Help in financing the institutions by (a) direct lending, (b)

rendering or providing re-discounting services and facilities.
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Credit given in agriculture is tied to crops that need time

and season to be produced and marketed. It will therefore

be necessary for the central bank to be in a position to re-

discount agricultural paper. Rediscounting mechanism is

another means through wbich capital investment can be

channeled into the agricultural industry. It is also a control-.

ling instrument that the central bank should possess to con-

trol credit in the economy.

Given the underdeveloped natures of the Nigerian economy which

are reflected in her banking and rudimentary money market, the

central bank does not perform the full traditional functions of control

and stability of the country's monetary and credit resources. With

the development of these institutions within the rural credit systeni,

the central bank can then widen its control over the economy and be

in a better position to insulate it from events abroad. Chandler

(1962, p. 16-17) noted the important role of the central banks in pro-

moting the development of financial institutions of the type proposed

in this thesis, in the following terms:

Another function commonly served by central banks
in the underdeveloped countries is that of promoting
the development of financial institutions and financial
markets . . ., such as savings banks, rural credit
agencies, mortgage banks, development banks, banks
for small and medium-sized business, and even banks
to supply medium and long-term credit to large
business.
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It follows therefore, that the central bank of Nigeria must not

be limited to currency management and international monetary trans

actions. The Reserve Bank of India has played an important role in

the field of agricultural credit and finance in India The Reserve

Bank has made possible the availability of "such an important volume

of finance that the existing agricultural credit institutions have not

been able to absorb it properly, l and has also played an important

part "in the organization of co-operative training," (FAa, 1965,

p. 180). It will be worthwhile for the central bank of Nigeria to

draw from the Indian experience by studying and adopting some of its

features that may be applicable to the Nigerian conditions.

The writer does not advocate the establishment of plethora of

credit institutions in any sector of the Nigerianeconomy. In fact,

viewed from the number of the indigenous credit institutions, such

a plethora already exists. The central bank should assist in the

modernization, reorganization andintegration of these indigenous

credit institutions, to enable them to be more effective and to render

better economic services to the rural farmers.

The Government

Private credit agencies can provide funds to low-
income farms under that conditions but the risk and
uncertainty to the loaning firm is beyond that which
the public expect it to carry. The public itself
should carry these risks in form of low equity loans.
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A loan program of this nature need not entail great
credit risks if integrated with extended education
and the provision of management assistance to aid
in the selection of crops, livestock, and technical
production methods (Heady, 1957, P. 760).

. . capital formation depends on complementary
domestic policies (Nurkse, 1953, p.. 140).

. . the device which was used to siphon off a part
of the increment in productivity in agriculture, and
these revenues were channelled directly into invest-
ment projects by government action (Johnston, 1951,
p. 502).

The role of the government in the credit system proposed has

been treated partly in terms of its supervisory and participation

functions. These functions include licensing, registering and controlling

of the various institutions within the system. They include the pro-

vision and improvement of the extep.sion network which is vital to

the system, and direct role in the Potential Rural Credit Association

Areas. Furthermore, it has been noted that government funds may

be necessary to assist the other elements in the triplet approach to

stand on their feet. These funds may be in the form of direct capital

grants, loans, and subsidies. They may also be in the form of facili-

ties such as training programs, scholarship awards to the personnel

of the credit system, and demonstration schemes.

There are however, other government functions that will directly

or indirectly contribute to the success of the credit system. The

establishment and efficient operation of social overhead capital -
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roads, railways, schools, and hospitals are the notable familiar

ones. in addition to these services, the government should be inter

ested and sympathetic to the plight of the rural areas. These inter

ests can be expressed in various ways. The enactment of laws that

are conducive to the development of the rural areas, a price stabiliza-

tion policy for both domestic and export agricultural products, the

establishment of medium industries for processing of agricultural

products, are some lines of actions that can assist in rural develop-

ment and contribute to the success of a rural credit institution.

The government can also offer incentives to productive factors

that move into agriculture. These may bein the form of insurance

of rural credit institutions, improved tax systems including tax ex-

emptions where necessary, and a direct policy to minimize the pro-

fusion of activities that lead to wastein the form of excess capacities.

Nigerians are good at perversive competitive activities that result

in wastage of scarce capital funds and other resources.

As noted elsewhere, one of the important reasons for organizing

the credit system is to obtain diversity in agricultural production for

both export and domestic use. It will be essential. for the government

to assist in getting markets for the diversified products. One way

of doing this is through the eating habits of the people. The govern-

ment can through "directed demand" insist or encourage the eating

of various food items in such institutions as the schools, prisons,
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hospitals, and the armed forces.

The government must also embark on a system of land reform,

to halt fragmentation of farmlands in areas of high population density

and encourage population redistribution in the areas of low popula-

tion density. The traditional practice of leaving such things as land

tenure system to "customs and traditions" must be stopped. Tradi-

tional land tenure, like traditional medicine, must be modernized

if the country wants to develop its agriculture.

Lastly, political stability is a necessary ingredient in economic

development. Both the government and the people must ensure politi-

cal stability and national cohesion in order to establish and maintain

an atmosphere that is receptive to changes, innovations, and opera-

tions of a credit system. In an underdeveloped country like Nigeria,

the role of the government in the entire economy will be vital and

will, in general, dictate the tempo of development of both economic

institutions and the terms of their operations. In the field of agri-

cultural credit and rural development, this role of the government

will be necessary and should follow the views expressed by Belshaw

(1959, p. 15) when he said in part:

. . that public institutions are usually essential
if agricultural credit is to be effective. But where
private facilities are providing credit on reasonable
terms, it is usually better to use public facilities
to supplement and complement them, and assist
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them to improve their services, rather than compete
them out of existence. Where they are unsatisfactory,
as is generally the case withindividual moneylenders,
the problem is posed in different terms. Regula.tion
may be necessary, but it is seldom effective unless
the competition of institutional credit reduces their
monopoly powers.
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IMPEDIMENTS

Innovations are not ... easily introduced in com-
munities where there is tenderness towards estab-
lished expectations; and where they conflict directly
with current taboos or religious doctrines (Lewis,
1955, p. 179).

. the villager in underdeveloped countries is
less prone to separate his behavior into categories
labeled religious, political, social and economic, or
adopt the slogan that business and sentiment do not
mix (Beishaw, 1959, p. 150).

Nigeria like many other underdeveloped countries in the tropical

world suffers from what Lindb].om described as:

Exhausted soil. Poor seeds. Little mechanization.
Crude tools. Primitive plows, and bullocks too weak
to pull heavier ones. Untrained farmers. Little
capital investment in the land. The low repute of
manual labor . . . rules that block innovation. Tradi-
tionali sm. Ignorance. Insecurity. Corruption.
Apathy. (Lindblom, 1966, p. 239)

These characteristics are not conducive to economic development in

general and to a modern credit institution in particular. Possible

impediments to the functioning of the credit system structured in

this thesis can be classified under the following headings:

1. Cultural impediments;

2. Institutional impediments;

3. Physical impediments.

Cultural Impediments

Economic development literature is rich in its identification of
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rural conservatism as one of the major hinderances to economic de-

velopment. While some developers have used rural conservatism

as an escape goat'1 for some development failures, there is no doubt

that it is a notorious vermin in development efforts.

Farmers who have lived for generations in an environment char-

acterized by little or no change in agricultural practices are prone

to follow religiously those methods in use. This is detrimental to

agricultural development. Agricultural development means the

application of new and environmentally adoptable seeds, new and im-

proved methods of pest control, the use of better tools, a well dis-

ciplined farm habit, and a reliable market for farm products. For

credit to play a worthy role in Nigerian agricultural development,

the rural farmers must be prepared to change their attitudes or

modify some of the rural ways of life that are inimical to the opera-

tion of a credit institution.

Intra-village and inter-village controversies, lack of economic

knowledge, illiteracy, ignorance, suspicions, and low standards of

integrity are some of the various factors that will breed failure for

the institutions within the credit system. Such things as value sys-

tems reflected in beliefs like '1the scholar should neither shoulder

a carrying pole or lift a basket, '1 and the tradition of corruptness

that leads some Nigerians to assume that any government project is

a fair opportunity for graft, dishonesty and manipulation of accounts,
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will make the operation of a supervised credit system difficult if

not impossible in some areas. The sooner the villagers and the

government officials that work for their development realize or de

velop pangs of conscience that will remind them that defrauding the

government and any individual are both crimes and evils, the better

for the process of rural transformation.

Illiteracy by itself is a major obstacle to a modern credit sys

tern, which requires some form of bookkeeping, accounting and

auditing. At present, very few rural farmers are in a position to

perform these credit disciplines. The future generationmay or will

be able to overcome some of these obstacles. Thus, cultural char-

acteristics that make the peasant farmers dogmatic, insensitive to

reforms, impervious to improvements, and sluggishin advancement,

are some of the worst enemies of modern credit and its operation.

Institutional Impediments

The subsistence nature of the rural areas is embodied in a mass

of institutional associations, ranks, religions, customs and taboos.

Subsistence is almost the opposite of business and since modern

credit mechanism is by its own nature a business venture, some de-

gree of clash between the two is inevitable. For a credit association

to be successful, it has to be operated in such a way as to respect

no particular individual, grants no special rank priviieges and its
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officials must endeavor as far as possible to isolate their business

dealings from their personal dealings. To achieve the above position

will be a feat in a traditional society but they must be achieved or

credit development and operation may be nothing but a sham.

As pointed out elsewhere, the land tenure system in Nigeria is

complex and hardly a means to establish agriculture on a full com-

mercial basis. Neither in the feudal Northern Nigeria, nor in the

ultra-republican Eastern Nigeria is land tenure a vehicle for rural

development. Even in the limited monarchies of Western Nigeria,

no defined land policy has so far evolved. It is therefore imperative

for the Nigerian governments to embark on some form of land re-

form to minimize fragmentation and to ensure some form of even

distribution of population throughout the country. A farmer on an

economical plot of land, ensured of security of tenure will be more

adaptable to change and offer a better credit risk.

Shortage of trained manpower is another limitation for the type

of credit systera proposed. For supervised credit to be successful,

trained personnel in agriculture and business will be needed. Al-

though Nigeria is making progress in the area of elementary educa-

tion, and although the farm settlement schemes are aimed at breeding

the future agricultural technicians and far-n oriented young people,

the job to be done in the area of trained personnel far exceeds what

is now available. The shortage of staff notwithstanding, efforts must
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be made to utilize existing staff for the operation of a supervised

credit system even on a pilot project basis in the areas that are known

to be viable. Sometimes officials are prone to expect quick results.

But it must be recognized that rural transformation takes time,

patience arid abqve all, dedication. Its course may be undulating,

but where carefully executed, the rewards to the efforts do exceed

the pains, The process and operation of supervised credit will be

fully accepted only after several years of education and experience.

Corrupt officials constitute a curse and a waste to the process of

rural transformation nay, the credit operation as a whole, and must

not be allowed to man the system.

A further impediment to a credit system is the nature of Nigerian

politics. Regionalism has caused duplication of services, depart-

ments, and other government agencies. These duplicated services

are without adequate coordination and the FAQ has advised that:

. . a central coordinating authority at the Federal
level to perforni certain general recognized functions
and duties of a national government which are being
carried out either inefficiently or not at all (cited
in West Africa, No. 2539, Jan. , 1966).

The Premier of Western Nigeria expressed concern over this lack of

coordination particularly in agriculture. He said in part:

There is no doubt that all the governments of the
Federation are intensifying the rate of agricultural
development. There are diversified programs taking
place in various parts of the Federation, but I have
always wondered whether there is enough knowledge
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and information shared not only among the professional
officers and experts, but also an-long the various govern
ments of the Federal Republic and their advisers. With
this deficiency, coordination of agricultural programs
on a national level would be weak and ineffective (cited
in Nigerian Daily Sketch, July 2, 1965).

Although Nigerian farmers like their counterpartsin the United

States have the vote, but unlike the American farmers, the Nigerian

farmers lack the solidarity, the organization, and the pressure that

force politicians to be sympathetic to the farmers course. Nigerian

farmers are easily fooled by petty projects, easily bought off on

election eves, misinformed on such things a the prices of export

crops, and even leave to the women the basic function of political

protests and actions.

The Action Group party for example, told t1e Western Nigerian

farzners in 1956 that increased prices of cocoa were made possible

by the party. "What the A. G. has done for you. . . The prices of

cocoa in 1951 was L60 per ton; today it is 14200 per ton," (Daily

Times, May 26, 1956). The party however did not tell the farmers

that such increases were brought about by the increased consumer

prices for cocoa in the world markets. In many cases, the politi-

cians have promised the farmers the moon. Projects are started

a few months before election only to be abandoned a few days after

the elections. These faulty and misdirected deals produce adverse

psychological impacts which tend to make the rural people very
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skeptical of government programs and result in program failures

in generating enough action and general participation.

It has been noted elsewhere that capital funds will be needed to

operate a credit system. The writer is aware of the constraint of

capital shortage and its possible impacts on project development and

organization. However, it must be remembered that most of the

things involved in improving rural productivity will, need very little

capital outlay. Furthermore, it may be economical and worthwhile

to reallocate the capital funds now employed in "symbolic develop-

ment" such as ballast carrying aircrafts and big urban mansions to

agricultural development. A noted critic of the Nigerian economic

scene, S. P. Schatz (1965, p. 316), has pointed out that capital was

not short in Nigeria per se. He noted in. part:

Rather than a large number of viable projects
vainly seeking capital, capital has been vainly
seeking viable projects.

Apparently, this capital has not been properly channelled into agri-

culture. Writing about the Abakiliki Rice Farmers of Eastern Ni-

geria, Welsch (1964, p. 301) pointed out that capital funds were

available in the area to make the necessary improvements in the farm

organization and operation. He observed in part: "There are

enough cash hoards and savings in the area to provide the financing.

It is therefore not surprising that some people in the rural areas use

these savings to build houses sometimes to imitate urban relatives
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who build big houses in the village that are left unoccupied and form

nice dwelling places for tropical lizards.

The last institutional impediments are the Nigerian marketing

channels and transportation systems. The latter are beingimproved

and extended although many rural roads are poor and mostly seasonal.

Inadequate transportation and communication are some of the in-

gredients of underdevelopment. Nigerian marketing channels are

still crude and sometimes perversive. Storage facilities are made-

quate. Although the country is developing a "prosperous trading

class," Smith (1965, p. 154) obseived that "the Hausa merchants and

officials are the main links between the rural markets which handle

the intra-Nigerian and overseas commerce, and since neither of

these markets is ever static for long, the 1-lausa peasants are sub-

ject to changing economic pressures mediated by the officials and

traders." Prices vary greatly in terms of season, annually and with-

in short distances. Prest and Stewart (cited in Johnston, 1958, p.

151) had observed:

There is a tremendous range of price variations in
Nigeria from one month to another and from one town
to another. It is not uncommon, for instance, to
find identical commodities selling onthe same day
in two villages fifty miles apart with the price in one
village double or three times that in the other even
when errors in price-reporting are discounted.

The peasants need help if they are to benefit from the fruits of in-

creased production. Otherwise, such benefits will be siphoned off
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by the merchants. Co-operative associations can be instruments

not only for organizing the peasant farmers, but also for assisting

them to get better and more margins from increased income that

will accompany improved production.

Physical Impediments

Agriculture in general is exposed to such external factors as

the weather, crop failures, and over production. These factors are

detrimental to farm incomes and incentives.

Little still is known of tropical soils and how best to subject

them to man made factors. The following observations by Gourou

(1964, p. 3-33) are worth notiig:

It takes great pains to respect the natural equilibrium
and to interfere as little as possible with the slow,
delicate processes by which soil succeeds in main-
taining itself and in keeping a certain degree of fertili-
zation in the special circumstances imposed by the
tropical climate . . . The disasters brought on by
agricultural methods which have taken no account of the
treasures of wisdom and experience accumulated in
the old tropical system are sufficient proofs of the
latter's value.

Thus, tropical soils and weather, particularly the volume and the

distribution of rainfall, are some of the physical impediments in

rural transformation in Nigeria. To overcome them will require

such farm improvements as fertilizer applications and some form of

irrigation schemes and flood control.
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CONCLUSION

If the men inaugurating the new ways have the sense
and the patience to preserve the finer qualities of
the old ways and fuse these with the new, then we can
expect something magnificently new out of Africa
(cited in Drachier, 1964, P. 18).

Rural Nigeria is, and will continue to be for a long period of

time, the principal source of the country's total output. This makes

the sector a vital and chief producer of the bulk of the domestic

resources needed for capital formation. The huge reserves of the

Marketing Boards and the development being undertaken by the use

of these reserves, testify to the importance of the peasant farmers

in the Nigerian economy. Helleiner (1964 , p. 607) stated the Ni-

gerian Marketing Boards "have collected over L106 million in trad-

ing surpluses and have earned (net) further 120 million on the assets

thus accumulated during the 14 years since the first Nigerian Board

was formed."

Despite the above contribution, the rural sector is still inefficient

by modern agricultural standards. This inefficiency is a result of

several factors that can be summarized as follows: (a) ill defined

land rights; (b) small holdings often scattered and fragmented; (c)

poor selection of crops; (d) rudimentary and small farm equipments

coupled with crude and primitive methods of production; (e) seasonal

unemployment and underemployment with occasional bottlenecks;
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(f) relative lack of capital resulting in high interest rates; (g) in-

efficient marketing channels and facilities resulting in low returns

to primary producers; (h) low incomes, poor health, mass illiteracy

and general ignorance.

These factors call for action both public and private to eliminate

the so called "idiocy of rural life and make farming in general at-

tractive to the present generation of Nigerians. The problems of

rural productivity in Nigeria are partly on the farm and partly off

the farm. These problems hinge around rural ircomes, balancing

production and consumption, conservation of forests and soils, rur3l

tenancy, lack of mechanization and uneven distribution of population.

Agricultural development and growth are essential if Nigeria

in general and rural Nigeria in particular will experience economic

prosperity worthy of any healthy nation. Lewis (1953, p. 2) had

correctly a.rgued that "industrialization for a home market can make

little progress unless agriculture is progressing vigorously at the

same time, to provide both the market. for industry, and industry's

labor supply. If agriculture is stagnant, industry cannot grow."

For agricu.lture to progress, more and more capital of various types

will be needed. Institutions must be developed to channel these

various types of capital to the primary producers.

Sources of capital in the rural areas do not have equal strength,

nor are available funds used for farm improvements and increase in
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rural productivity. Subsistence makes both savings and investments

to be small and sporadic. Rural savings are sometimes dormant

or even perversive. Some of the savings are in forms that make them

unsuitable or unavailable for productive purposes since they are tied

up in such things as moneylending for unproductive purposes, jewelry,

and often frittered away in consumption by ways of feasts and cere-

monies.

It therefore becomes necessary for the government to initiate

genuine agricultural programs particul3rly in the field of rural credit

and in the form of supervised credit to mobilize the rural savings

and at the same time channel capital funds and improved farm prac-

tices to the rural farmers. In doing this the government should en-

courage both private and co-operative enterprises to participate in

this form of rural transformation process by investiig in agriculture

and allied irdustries and by assisting rural farmers to adopt better

farming methods.

The creation of credit institutions within the rural credit system

will not solve the problems of rural transformation per se. Avail-

ability of credit coupled with the establishment and operation of an

extension network to assist in servicing and supervising rural credit

and farm operations will aid in bringing about an "agricultural revolu-

tion" and thereby contribute to the overall national prosperity.
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AN ADDENDUM

Nigeria gives hope that the new nations may settle
their internal differences free from manipulation
by the great powers, and remain insulated from the
influence of certain small tropical countries that have
difficulty containing themselves. But Nigeria bears
watching now for other reasons, Below the surface
of the big, brassy events in January, another revolu-
tion is going on in Nigeria. Modern science and its
institutions are taking shape, quietly, in the womb
of the political revolution (Dillion, 1966, p. 9).

In January 1966, there was a military coup in Nigeria. The

country's constitution has been suspended and some changes have

been made in the polit&cal set up. The former Regions are now known

as provinces and are administered by military governors. Most of

the Statutory Organizations have been suspended.

No major change has been made in the countrys Six Year De-

velopment Plan, although, some of the duplicated projects are now

being eliminated. Hallett (1966) reported in the Christian Science

Monitorissue of Friday, March 25, 1966, that the New Nigerian

regime Ui.5 attempting to plan for the nation as a whole rather than

for its parts. A National agricultural scheme for example is being

studied. The writer hopes that Nigeria will be stable and the agri-

cultural schemes will be designed to boost up the country's economy.



145

BIBLIOGRAPHY

Adams, D. W. and A. E. Havens. 1966. The use of socio-
economic research in developing strategy of change for rural
communities: a Colombian experience. Economic Development
and Cultural Change 14:204-216.,

2. Ardener, S. G. 1953. The social and economic significance
of the contribution club among a section of the Southern Ibo.
In: Proceedings of the West African Institute of Social and
Economic Research Annual Conference, Sociology section, p.
128-142.

3. Bascom, W. 1952. The esusu: a credit institution of the
Yoruba. Journal of Royal Anthropological Institute 82:63-70.

4. Bauer, E. K. (ed.) 1952. Proceedings of the International
Conference on Agricultural and Co-operative Credit. Berkeley,
University of California. 1093 p.

5. Belshaw, H. 1959. Agricultural credit in economically under-
developed countries. Rome, F. A. 0. 255 p.

6. Bross3rd, D. 1952. Features of supervised credit in Latin
America. In: Proceedings of the International Conference on
Agricultural and Cooperative Credit, ed. by E. K. Bauer.
Berkeley, University of California. p. 298-304.

7. Buchanan, K, M. and J. C. Pugh. 1955. Land and people in
Nigeria. London, University of London Press. 252 p.

8. CaJ.laway, Archibald. 1963. Unemployment among school
leavers. The Journal of Modern African Studies 1:351-371.

9. Chandler, L. V. 1962. Central banking and economic de-
velopment. Bombay, University of Bombay Press. 54 p.

10. Cohen, Abner. 1965. The social organization of credit in a
West African market. Africa 35:8-20.

11. Cruz, Rene. 1952. Problems of supervised credit: Honduras,
In: Proceedings of the International Conference on Agricultural
and Cooperative Credit, ed. by E. K. Bauer. Berkeley,
University of California. p. 291-297.



146

12. Dillion, Wilton. 1966. Nigeria's two revolutions. Africa
Report 11:8-14.

13. Drachier, Jacob. (ed.) 1964. African heritage. New York,
Collier. 286 p.

14. Engledow, Sir Frank. 1954. Agricultural policies in colonial
territories. Tropical Agriculture 31:3-10.

15. Enke, Stephen. 1963. Economics for development. Englewood
Cliffs, Prentice-Hall. 616 p.

16. Epelle, Sam. 1960. The promise of Nigeria. London, Pan
Books. 52 p.

17. Esman, M. T. 1964. Institutional building in national develop-
ment. In: Dynamics of development, ed. by G. Hambridge.
New York, Praeger. p. 140-151.

18. Espiritu, A. and F. Mijares. 1957. Rural banking. Manila,
Philippines. 210 p.

19. Ezenekwe, S. A. 1965. Possible impact of farm settlements
on the economic development of Eastern Nigeria. Master's
thesis. Corvallis, Oregon State Univerity. 83 numb. leaves.

20. Fogg, C. D. 1965. Economic and social factors affecting the
development of smallholder system in Eastern Nigeria. Ec-
onomic Development and cultural Change 13:278-292.

21. Food and Agriculture Organization of the United Nations. 1955.

Cocoa. Rome, FAO. 99 p. (Commodity Series Bulletin no. 27)

22. . 1960. African survey, Rome, FAO. 168 p.

23. . 1964. New approach to agricultural credit.
Rome, FAO. 93 p.

24. 1965. Agricultural credit through co-
operatives and other institutions. Rome, FAO. 2j2 p.

25. Francisco, H. 0. 1964.. Our rural banking system. Manila,
Philippines. 15 p. (Mimeographed)



147

26. Galletti, R. K., D. S. Baldwin and I. 0. Dma. 1956. Ni-
gerian cocoa farmers. London, Oxford University Press.
744 p.

27. Geertz, C. 1962. The rotating credit associations: a Ttmiddle
rung1t in development. Economic Development and Cultural

Change 10:241-263.

28. Geiger, Theodore. 1962. Modernization in Africa: realities
and misconceptions. Internatiora1 Development Review 4:
13-18.

29. Gersdorff, R. 1960. Agricultural credit problems in Brazil.
The Indian Journal of Economics 41:151-171.

30. Gorst, S. 1959. Cooperative organization in tropical countries.
Oxford, Blackwell. 343 p.

31. Gourou, P. 1964. The tropical world. New York, Wiley.
159 p.

32. Green, M. M. 1964. Ibo village affairs. 2d ed. London,
Frank Cass. 262 p.

33. Green, R. H. 1965. Four African development plans. The
Journal of Modern African Studies 3:249-279.

34. Hailey, Lord. 1952. The land tenure problem in Africa.
Journal of African Administration, Special Supplement 4:7.

35. 1957. An African survey. London, Oxford
University Press. 1676 p.

36. Hallett, R. M. 1966. New Nigerian rulers grope for key. The
Christian Science Monitor p. 2, col. 2 March 25.

37. Heady, E. 0. 1957. Economics of agricultural production
and resources use. New York, Prentice-Hall. 850 p.

38. Healey, D. T. 1964. Agricultural economics in some African
countries. International Journal of Agrarian Affairs 4:250-
286.

39. Helleiner, G. K. 1964. TI-te fiscal role of Marketing Boards
in Nigerian economic development. 1947-61. The Economic,
Journal 74:582-610.



40. . 1965. Peasant agriculture development,
and export instability: the Nigerian case. In: African primary
products and international trade, ed. by I. G. Stewart and H.
W. Ord. Edinburgh, University Press. p. 44-64.

41. Hudgens, R. W. 1964. Essentials of land reform. In:
Dynamics of development, ed. by G. Hambridge. New York,
Praeger. p. 277-282.

42. Igwe, D. C. 1954. The need for enclosure and land resettle-
ment in Nigerian agriculture, Tropical Agriculture 31:57-68.

43. Isong, C. N. 1958. Modernization of esusu, credit society.
In: Proceedings of the Nigerian Institute of Social and Economic
Research Annual Conference. Ibadan, NISER. p. 111-120.

44. Johnson, Alvin. 1935. Agrarian movement. In: Encyclopedia
of social sciences. Vol. 1. New York, Macmillan. p. 489-
492.

45. Johnston, B. F. 1951. Agricultural productivity and economic
development in Japan. Journal of Political Economy 59:498-
513.

46. 1958. The staple food economies of
Western Tropical Africa. Stanford, Stanford University Press.
305p.

47. Jones, Carey. 1953. The pattern of dependent economy.
Cambridge, England, University Press, 162 p.

48. Kimble, G. H. T. 1962. Tropical Africa. Vol. 1. Garden
City, Doubleday. 520 p.

49. Kirk-Greene, A. H. M. 1956. Tax and trade among the hill
tribes of Northern Adamawa. Africa 26:369-376.

50. Kreinin, M. E. 1963. The introduction of Israelts land
settlement plan to Nigeria. Journal of Farm Economics 45:
535-546.

51. Lewis, W. A. 1953. Report on industrialization of the Gold
Coast. Accra, Government Printer. 23 p.



149

52, 1955. The theory of economic growth.
Homewood, Illinois, Richard D, Irwin. 453 p.

53. Lindblom, C. E. 1966. Has India an economic future?
Foreign Affairs 44:239-252.

54. Liver sage, V. 1945. Land tenure in tlie colonies. Cambridge,
England, tjniversity Press. 151 p.

55. Lloyd, P. C. 1962. Yorubalandlaw. London, Oxford Uni-
versity Press. 3S7 p.

56. Lombardini, Siro. 1959. Quantitative analysis in the deter-
mination of efficiency of investment in the underdeveloped
areas. International Economic Papers 9:125-145.

57. Mad4ox, J. G. 1962. Allocating public expenditures for edu-
cation in underdeveloped countries. In: Foreign trade and
human capital, ed. by P. D. Zook. Dallas, Southern Methodist
University Press. p. 16-25.

58. Mann, W. S. 1965. Farm mangement and farm planning.
Enugu, Ministry of Agriculture. 70 p.

59. Marcus, Edward. 1963, The role of agriculture in tropical
African development. International Development Review 5:
21-24.

60. Martin, Anne. 1956. The oil palm economy of the Ibibio farm-
ers. Ibadan, University Press. 53 p.

61. Mosher, A. T. 1964. A sociologist in agricultural develop-
ment. Rural Sociology 29:18-29.

62. Murray, W. G. and A, 0. Nelson. 1960. Agricultural
finance. Amens, Iowa University Press. 486 p.

63. Myrdal, Gunnar. 1956. An international economy. New York,
Harper. 381 p.

64. Myrick, H. 1922. Rural credit systems. New York, Orange-
Judd. 240 p.

65. Nigeria, 1948. Annual report on the general progress of the
development and welfare schemes, 1946-47 and 1947-48. Lagos,
Government Printer.



150

66. 1952. Population census 1952. Lagos,
Government Printer.

67. . 1959. National economic council: economic
survey of Nigeria. Lagos. Government Printer. 132 p.

68. . 1963. Farm settlement scheme. Enugu,
Ministry of Agriculture. 71 p. (Technical Bulletin no. 6)

69. __________________. 1964. Educational statistics. Federal
Nigeria 7:12.

70. 1965. Invest in agriculture. Federal Ni-
geria 8:7-11.

71. Nigerian Printing and Publishing Company. 1956. Who's who
in Nigeria. Lagos, N. P. P. C.

72. Nurke, R. 1953. Problems of capital formation in under-
developed countries. Oxford, Blackwell. 163 p.

73. Okigbo, P. N. C. 1962. Nigerian national accounts: 1950-57.
Enugu, Government Printer. 206 p.

74. Oluwasanmi, H. A. 1957. Land tenure and agricultural im-
provement in tropical Africa. Journal of Farm Economics
39:731-738.

75. Onitiri, H. M. A. 1958. The central bank of Nigeria and the
problem of domestic monetary stability. In: Proceedings of
the Nigerian Institute of Social and Economic Research Annual
Conference. Ibadan, NISER. p. 80-90.

76. Reserve Bank of India. 1955. All Indian rural credit survey.
Bombay, Reserve Bank of India. 301 p.

77. Robinson, H., S. R. Smith and K. G. Clare. 1961. The ec-
onomic coordination of transport development in Nigeria.
Stanford, Stanford Research Institute. 306 p.

78. Schatz, S. P. 1964. Development bank lending in Nigeria.
Ibadan, Oxford University Press. 126 p

79. __________________. 1965. The capital shortage illusion: gov-
ernment lending in Nigeria, Oxford Econonic Papers 17:309-3 16.



151

80. Schultz, T. W. 1956. The role of government in promoting
economic growth. En: The state of the social sciences, ed.
by L. 11 White. Chicago, University of Chicago Press. p.
372-383.

81. Smith, M. G. 1955. The economy of Hausa community of
Zaria. London, H. M. S. 0. (Colonial Research Studies rio. 16)

82. . 1965. The Hausa - market in a peasant
economy. In: Markets in Africa, ed. by P. Bohannan and G.
Dalton. Garden City, New York, Doubleday. p. 130-179.

83. Srnythe, H. H. and M. M. Smythe. 1960. The new Nigerian
elite. Stanford, Stanford University Press. 196 p.

84. Sokolski, Alan. 1965. The establishment of manufacti.iring in
Nigeria. New York, Praeger. 373 p.

85. Stanley, J. D. and I. A. Delloff. 1963. Improving individual
productivity. New York, American Management Association.
31 p.

86. Stapleton, G. B. 1958. The wealth of Nigeria. London, Ox-
ford University Press. 228 p.

87. Udo, R. K. 1964. The migrant tenant farmer of Eastern
Nigeria. Africa 34:326-339.

88. U. S. Department of Commerce. 1957. Investment in Nigeria.
Washington, D. C. , Government Printing Office. 182 p.

89. Wells, F. A. apd W. A. Warmington. 1962. Studies in in-
dustrialization: Nigeria and the Cameroons. London, Oxford
University Press. 66 p.

90. Wells, J. C. 1964. An appraisal of agricultural development
in 1962-68 Nigerian development program. Ph. D. thesis.
Ann Arbor, University of Michigan. 285 numb. leaves. (Mic-
r ofilm)

91. Welsch, D. E. 1964. The rice industry in Abakiliki area of
Eastern Nigeria, 1964. Ph. D, thesis. East Lansing, Michi-
gan State University. 328 numb, leaves. (Miczofilm)



152

92. . 1965. Response to economic incentive by
Abakiliki farmers in Eastern Nigeria. Journao of Farm
Economics 47:900-914.

93. Western Nigeria. 1964. A report of cooperative movement
of Western Nigeria. Ibadan, Cooperative Department. 10 p.
(Mimeographed)

94. Wickizer, D. E. 1960. The smaliholder in tropical export
production. Stanford, Food Research Institute 1:49-99.

95. World Bank. 1955. Economic development of Nigeria. Balti-
more, John Hopkins. 686 p.

96. Year Book of Agricultural Cooperation. 1959. Oxford,
Blackwell. 337 p.

97. Yudelman, M. 1964. Africans on the land. Cambridge,
Mass., Harvard University Press. 288 p.

98. Zook, P. D. (ed.) 1962. Foreign trade and human capital.
Dallas, Southern Methodist University Press. 102 p.

99. End of Federation? West Africa (London) p. 1. col. 1-2.
January 29, 1966,

100. Daily Times. (Lagos) Nigerian Printing and Publishing
Company. May 26, 1956,

101. Nigerian Daily Sketch (Ibadan) May 7, 1965,

102. Nigerian Daily Sketch (Ibadan) July 2, 1965.



153

APPENDIX

Definition of Terms

Productive Loans - These are loans granted and used to pur-
chase resources that bring about an in-
crease in income. They are in general
self liquidating and leave the borrower a
positive balance. Not all productive loans
are successful for such reasons as bad
weather, crop failures, and some other
reasons beyond the control of the farm-
er s.

Non-productive Loans - These are loans granted and used for such
things as elaborate weddings, funerals,
and naming ceremonies. These loans
produce no income and their repayments
leave a negative balance for the borrow-
ers and make their financial positions
poorer than before the loans.

Consumption Loans - These loans are used for consumption
purposes. They may be productive loans
were they to improve the vitality of the
farm families and non-productive when
used for such show off as big weddings.

Secured Loans - Loans given on the basis of an approved
security such as land, cattle, farm
crops etc.

Unsecured Loans - Loans granted without an approved or re-
quired security. The borrowers' char-
acter and repayment abilities are usually
the basis for consideration.

Type of Loans and Loan Terms

Production Loans (3-18 months) The loans should be used to cover
the following costs: harvest costs; costs of storage; transportation
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costs; financing of work in the fields; acquisition and purchase of new
seeds and seedlings, fertilizers and forage.

Intermediate Term Loans (19-48 months) The loans should be utilized
for financing the purchase of farm implements such as better hoes
and moderate farm equipment; planling of perennial crops that yield
economically two years or there about; farm improvements such as
construction of farm fences, canals and roads; livestock for breeding.

Long Term Loans (over 48 months) Loans of this nature should be
for financing the planting of other perennial crops, purchase of land,
livestock in general and such capital machinery that the stage of
farming in the area could sustain.



Letters Received from Nigerian Ministries

Mr. Athan. 0. Njoku,
Dept. of Agric. Economics,
Oregon State University,
Corvallis, Oregon, U. S. A.

Sir,
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Ref. No. Acc. 1/41/137
WIN. Agricultural Credit Corpora-
tion, Private Mail Bag No. 5200,
Lebanon Street, Ibadan.
27th October, 1965.

Supervised Agricultural Credit in Western Niger&a

I have to acknowledge receipt of your letter dated September,
18th. 1965 requesting information from this office on the various
items you listed down in connection with the operation of Supervised
Agricultural Credit in Western Nigeria, and to request you to furnish
me with further particulars about yourself.

2. Furthermore, I have to advise you to forward your request
and any other communication through the Ministry of External
Affairs with its recommendations.

Yours faithfully,
? ?? ?

for General Manager and Secretary.



Ministry of Agriculture,
Mid-.Western Nigeria

Benin City.

Our Ref. No. AG. 224/20

Mr. Athan. 0. Njoku,
Dept. of Agric. Economics,
Oregon State University,
Corvallis, Oregon,
U. S. A.

Dear Sir,

8th October, 1965.

Agricultural Credit Corporation
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With reference to your letter dated 18th September, 1965, I
am directed to inform you that your application has been sent to the
Chairman, Agricultural Credit Corporation, Mid-We stern Region,
Benin City, who is in a position to answer your questionnaire.

? ? ??
for Permanent Secretary,
Ministry of Agriculture.




