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ABSTRACT

This study examined the performance of farmers in Nigerian Agricultural Cooperative and Rural Development
Bank (NACRDB), in terms of repayment in Cross River State. Specifically the study analyzed lending and loan
characteristics, constraints to repayment, repayment performance and compare repayment between crop and poultry
farmers. Purposive and random sampling procedures were used to select 270 respondents using both primary and
secondary data to accomplish the objectives. Data analyses included the use of mean, frequencies, percentages and
the t-test. The study showed that the institution considered was characterized by untimely delivery of loan owing to
complicated, cumbersome and time consuming procedures in loan processing/ approval decision and amount of loan
disbursed. The comparison between crop and poultry producers revealed that crop producers fepaid their-loan more
than their poultry counterparts. The study recommended that timely disbursement policies that increase the
accessibility of farmers to loan should be adopted and this would be an effective measure to aid flow of funds into the

agricultural sector.
INTRODUCTION

The history of NACRDB can be traced to 1972
when the first Nigerian Agricultural Bank (NAB) was
incorporated in March 1973. The bank commenced
operation in August 1973, under a management, that
was provided through IBRD/UNDP technical assistance.
In 1977, the management of the Bank was fully
Nigerianized and in 1978 its name was changed to
Nigerian Agricultural and Cooperative Bank Limited
(NACB). The bank is a registered limited liability
company that is wholly owned by the government of the
Federal Republic of Nigena with the share capital fully
subscribed by the Federal Ministry of Finance owning
60% and the Central Bank of Nigeria 40%.

Thus, NACRRDB is dedicated primarily to
agricultural financing of small and medium scale
enterprises. The bank’s broad mandate encompasses
savings mobilization and delivery of affordable credit to
meet the funding requirements of the teeming Nigerian
population in the agricultural and non-agricultural
sectors of the national economy. It was to grant loans for
agricultural production, for the purpose- of storage,
distribution and marketing connected with such
production to any state, group of states or any institution
for on-lending to farmers, groups of farmers or
cooperate bodies subject to the states or group of state
institutions guaranteeing repayment of the loan
(Olagunju and Adeyemo, 2007; Akande et al, 2008). The
objectives for which the bank was established included
the promotion of agricultural production and rural

development and improvement in income and quality of
life of the Nigerian rural population. In carrying out these
objectives, the bank finances mainly direct agricultural
production, marketing and agro-allied products.

The Bankoffers the following services: Credit to
micro, small and medium scale agricultural facilities, for
financing projects such as, arable crop production,
fisheries, horticulture, ~ agro-processing, - poultry
production, agricultural produce marketing and tree crop
production. For the purpose of expanding outreach of
services, the bank also lend to state governments, local
governments, government agencies and cooperative
groups, for onward lending to the rural people. The bank
engaged in collaborative ventures with international
agencies, local agencies, governments and non-
governmental organizations (NGOs).

The bank allocates its credit to micro and macro
(small and medium scale enterprises) in the ratio of 7:3
respectively (NACRDB 2010). The bank mobilizes
savings from individuals and groups in the form of Fixed
Deposit and Call Accounts. In November 2010, the
name was changed to Bank of Agriculture (BOA).

The major problem however facing these
agricultural creditprogrammes, irrespective of the
institutional channel, are low credit recovery rate. It
appears that if the obstacles relating to loan repayment
are eliminated, the resolve of the government to

encourage massive participation of small scale farmers
in credit programmes is apt to yield desirable results
(Armah and park, 1998). The issues of loan repayment
that has a direct and indirect bearing on the default or
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recovery rates should be well handled to avoid distress
and shaky foundation for the establishment of the
financial institutions. This problem ofnon repayment of
agricultural loans has been observed as one of the
problems against the development of the agricultural
sector in Nigeria, as it dampens the willingness of the
financial systems to increase lending to the sector. It is
therefore a matter of serious concern that the financial
institutions must among other things, ensure repayment
of their loans bearing in mind the need to operate in an
economic environment that emphasizedself survival
(Oboh, 1981 and Olagunju and Adeyemo 2007). Hence
the need to look in to the lending and loan
characteristics, loan repayment performances of loan
beneficiaries in relation to volume of loan due and
recovered by the credit institutions over a period of time
as well as constraints to repayment is very crucial.
THEORETICAL ISSUES

The classical economists view the relationship
between interest rates, the supply of credit by banks and
economic growth as is rooted in the financial
intermediation theory. The theory postulates that the
demand for credit is assumed to be a declining function
of interest rate while the supply by banks is an
increasing function (McKinnon, 1973). There is therefore
an equilibrium interest rate at which the demand for
credit by firms is exactly equal to the supply by banks
and other financial institutions and the market is cleared.
Thus it is expected that as interest rates on loans fall,
the demand for credit should rise proportionately.

According to Gurley and Shaw (1960), financial
intermediation played a significant role in the economy

by providing a mechanism to draw financial flows from
financially exceeding agents to those who have financial
need. The financial intermediation theory is at the heart
of the theories explaining the role of bank credit in the
economy.

Financial intermediation involves the “matching”
of lenders with savings to borrowers who need money
by an agent or party, such as a bank. If this matching is
successful, the lender obtains a positive rate of return
for making the successful match. If the borrower's
speculative play with the depositor’s funds does not pay
off, the depositors funds are safe because the bank
bears the risk and in the United State of America for
instance, deposits are insured against loss of the
savings borrowed by the borrower as the bank can face
significant losses on its loan portfolio (Allen and
Santomero, 1925).

MATERIAL AND METHODS

Purposive and random sampling techniques
were used in this study. All the Four branches of the
NACRDB in the state were studied. These branches are
located in Calabar Municipality, Akamkpa, Obubra and
Ogoja Local Government Areas. In each branch a list of
all the farmer borrowers were obtained. After collecting
information from the bank, the borrowers were located.
Farmers whose loans were due were then selected. Fifty
percent of the farmer borrowers whose loans were due,
were randomly selected (through the lottery method)
from each location to give a total number of two hundred
and seventy respondents used in the study (table 1).
Out of the two hundred and seventy respondents, one
hundred and fifty (150) were crop producers, while one
hundred and twenty (120) were poultry producers.

TABLE 1

Distribution of respondents by bank location in the study areas
LOCATION TOTAL NUMBER OF DUE LOANS 50% OF DUE LOANS
CALABAR 300 150
AKAMKPA . 70 35
OBUBRA 80 40
OGOJA 90 45
Total 540 270

Source: NACRDB, 2010

Structured questionnaire was used to elicit information
from the respondents. Secondary data were obtained
from NACRDB. Data analysis involved the use of
descriptive statistics, such as mean frequencies and
percentages as well as the t- test. The t-test was used to
test if there is no significant difference between the
mean repayments of both enterprises (crop and poultry).

RESULTS AND DISCUSSION
Lending and loan characteristics of the respondents

Loans procedures: From the survey it was gathered that
the respondents went through the following procedures
before obtaining the loan. .
(1) Loan application i.e. filling the loan application
forms and paying five hundred naira as
form  charge.
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(2) Opening of savings account: each of the

respondents opened a savings account which
_ contained money equivalent to 10% of the loan

amount. :

(3) Guarantors: It was a requirement for each of the

respondents to bring two guarantors who must

sign on the loan application form as well as

witnesses to the guarantors. These guarantors

must be civil servants or reputable persons in

the society.

Insurance: - 2% of the loan amount must be

paid by the applicant as insurance

(5) Purchase of stamps and seal, (fifty naira each).
From the field survey it was gathered that the
loan procedures were the same for all the
respondents. Results from the field survey
showed that loan duration was eighteen months

(4

~—

and interest rate was 8% per annum for all the

respondents. :

Disbursement lag is the period between
application for a loan and disbursement of the loan.
During this period the loan applications are processed. It
may also involve waiting for the next meeting of the loan
approving committee or there may be a statutory
gestation period required for loan applications. The
period varied for most of the respondents.

: Table 2 Showed that 6.7% of the respondents
had a disbursement lag of 1-6 months while 80% and
13.3% of the respondents had a disbursement lag of 7-
12 months and above 12 months respectively. Mean
disbursement lag was 9.1 months. For crop enterprise,
86.7% of the respondents had a disbursement lag of 7-
12 months, while 13.3% of the respondents had a
disbursement lag of 1-6 months. For poultry enterprise,

TABLE 2
Distribution of respondents By disbursement lags &
Crop Poultry Total

Disbursement lag Frequency - % Frequency % Frequency %
in months .
1-6 20 133 16 133 36 13:3
7-12 130 86.7 86 TALT: 216 80
Above 12 - - 18 15 18 6.7
Total 150 100 120 100 270 100
Mean 8.7 9.6 9.l

Source: Field survey, 2010

13.3% of the respondents had a disbursement lag of 1-6 months, while 71.7% and 15% of the respondents had a
disbursement lag ranging from 7-12 months and above 12 months respectively. From the result, it can be seen that
the disbursement lag for Poultry was longer than that of crop. The mean disbursement lags were 8.7 and 9.6 for crop

and Poultry respectively.

The distance between home and source of credit affects repayment in the sense that the further away the
borrower's home is from the source of credit, the more likely he/she will not be able to pay as at when due. Long
distances from the bank can therefore hinder repayment (Olagunju and Adeyemo 2007). From Table 3 the results of
field survey showed that 37.8% of the respondents had distances ranging from 4-6km from home to source of loan
while 21.9% and 35.9% of the respondents had distances ranging from 1-3km and 7-10 km respectively only about
4.4% of the respondents had distances above 10km. The mean distance was 5.9km. For crop producers, 36% of the
respondents had distances ranging from" 4-6km from home to source of loan, while 23.3% and 37.3% of the
respondents had distances ranging from 1-3km and 7-10km respectively. Only 3.4% of the respondents had distances
above 10km. For poultry producers, 40% of the respondents had distances ranging from 4-6km from home to source
of loan, while 20% and 34.2% of the respondents had distances ranging from 1-3km and 7-10km respectively.

TABLE 3
Distribution of respondents by distance between home and source of loan
Crop : Poultry Total

Distance in Km Frequency % Frequency % Frequency %

1-3 35 23:3 24 20 59 219
4-6 54 36 485 40 102 37.8
7-10 56 37.3 41 34.2 97 359
Above 10 5 34 7 5.8 12 4.4
Total 150 100 120 100 270 100

Mean 5.8 6.0 9.9
Source: Field survey, 2010. ’
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From Table 6, 23.7% of the respondents were supervised between 1-3 times while 76.3% were supervised above 3 times. The mean loan supervision was 4.3. For
crop producers, 16.7% of the respondents were supervised between 1-3 times while 83.3% were supervised above 3 times. For poultry producers 32.5% of the respondents
were supervised between 1-3 times while 67.5% wer® supervised above 3 times. The mean loan supervisions were 4.5 and 4.0 for crop and poultry respectively.

LOAN REPAYMENT PERFORMANCE BETWEEN ENTERPRISES

Time series data from the bank were used to assess loan repayment between enterprises from 2003 to 2010, (table 7).Over the years, the amount repaid had been
lower than the amount due for repayment except for 2005 during which there was a 100% repayment. From the table, it was revealed that repayment from crop producers
were higher than repayment from poultry producers. d

Table 7: VOLUME OF LOAN DISBURSEMENTS AND REPAYMENTS BY ENTERPRISES

Crop (Arable) Poultry (broilers andlayers)

Year Amount due Amount repaid Repayment % Amount due Amount repaid Repayment
2003 | 657700 550000 83.6 788000 590000 74.9

2004 2714131.36 2200000 81.1 1305401.22 650000 49.8

2005 568084.72 568084.72 100 127119.83 127119.83 100

2006 2793000 2203677 78.9 120608.87 700000 - 58.03

2007 13,359,140.61 11,119,328 82 5073750.45 3451625.25 68.0

2008 5643856.25 3034805.26 538 1005000 500000 49.8

2009 5148996.26 3035000 58.9 1237422.78 700000 56.6

2010 3562636.16 3106372.4 87.2 1300000 1057000 81.3 call]

SOURCE: NACRDB CROSS RIVER STATE
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On the other hand the t- test results revealed that there was a significant difference between the mean
repayment percentages for crop and poultry producers. Mean repayment percentage of crop producers was found to
be higher than that of poultry producers, at 1 % level of significance, (table 8).

Table 8: Comparison of mean repayment percentage between crop and poultry producers

Test value=0
95% confidence internal of the
difference
Mean
ASTE df Sig. (2 tailed) difference
Lower Upper
Crops 14.716 7 .000 78.33750 65.7495 90.9255
Poultry 10.896 7 .000 67.30375 52.6983 81.9092
Source: Data analysis 2011
CONSTRAINTS TO LOAN REPAYMENT untimely, insufficient and cumbersome procedure. The
PRFORMANCE result above showed that 8.5% of the total respondents

Respondents mentioned some problems which
they believe were constraints to their loan repayment
performance. Table 9 showed that 29.0% of the
respondents complained of cumbersome nature of the
loan procedure, while 21.1% complained that the loan
was not sufficient. In terms of timeliness 25.6% of the
respondents complained that loan was not timely (late
loan disbursement), 2.2% complained that it was both
untimely and insufficient whereas 4.8% and 4.4% of the
total respondents complained that it was
untimely/cumbersome and cumbersome/ insufficient
respectively. Only about 4.4% of total respondents
complained about the three i.e. that the loans were

did not encounter any problems whatsoever. For crop
producers, 30.7% of the respondents complained of
cumbersome nature of loan procedure, while. 20%
complained that loan was not sufficient. In terms of
timeliness, 26% of the respondents complained that loan
was not timely (late disbursement). For poultry
producers, 26.7% of the respondents complained of
cumbersome nature of loan procedure, while 22.5%
complained that loan was not sufficient. In terms of
timeliness, 25% of the respondents complained that loan
was not timely (late disbursement). The major problems
according to majority of the respondents were
cumbersome process and late disbursement of loan.

TABLE 9

Distribution of respondent based on problems/constraints of NACRDB loan

Crop Poultry Total
Type of problem Frequency % Frequency % Frequency %
Cumbersome process 46 30.7 32 26.7 78 29.0
Insufficient 30 20 27 22'5 57 211
" Not timely (late disbursement ) . 39 26 30 25 69 25.6
None 13 8.7 10 8.3 23 8.5
Untimely and insufficient 4 27 2 17 6 2.2
Untimely and cumbersome 8 5.3 5 4.2 13 438
Cumbersome and insufficient 5 33 7 5:8 12 4.4
All 3 reasons 5 33 7 5.8 12 4.4
Total 150 100 120 100 270 100

Source: Field survey, 2010

RECCOMENDATIONS

The study recommends that adequate visitation
policy should be encouraged, since it's has great
potentials for improving the loan repayment performance
and loan capacity of the beneficiaries.

The study also recommends that there should
be timely release of capital allocation bearing in mind
that agricultural activities are exceedingly time specific.
Also the bureaucratic procedures and = stringent
conditions for fulfillment prior to disbursement must be

eliminated to allow the credit market function effectively.
In order to reduce the time lag between loan application
and the release of funds, it is recommended that power
be delegated to Zonal officers to grant credit to small
farmers directly and huge amount need be referred to
the headquarters. -

An enabling environment should be created for
improved loan recovery like a legal unit in the NACRDB
(under an autonomous setting) to prosecute loan
defaulters.
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