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THE ROLE OF AGRICULTURE CREDIT GUARANTEE SCHEME FUND IN THE DEVELOPMENT OF AGRICULTURE 

(A CASE STUDY OF CENTRAL BANK OF 

NIGERIA, ENUGU)

ABSTRACT

Agricultural credit guarantee scheme fund was established to help farmers who have little or no collateral to get loans from commercial banks by CBN. It was the aim of this research work to find out if CBN has helped in developing cooperative activities in agricultural aspect through their giving of loan, grant, and other farm inputs. Chapter one contained great discussion of the origin and existence of this scheme (ACGSF), it also went further to state the problems to be studied, research question scope and definition of terms. 
A number of past and present literature review was examined by the researcher and all these highlighted in chapter two, chapter three dealt with the methodology for the study population and so on.    In chapter four data gotten from the research surveyed was analyzed and interpreted. Also similar questions on both questionnaire were compared.  Finally the summary of these findings was that farmers need to be encouraged to get loan though the measurement of CBN in the reduction of collateral and surety for guaranteeing loans, if banks and farmers/artisans would put the recommendation made in the study into use there would be increase and improvement in activities of agriculture and also continues growth and development in the agricultural sector.
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CHAPTER ONE

1.0
INTRODUCTION

In Enugu state most inhabitants survive through agriculture and their main occupation is subsistence farming which attract the interest of may cooperative societies both old and new ones.    
Agriculture plays a very central role in the economic development of Nigeria like offering of employment to more than 65% of the working population account for more than 70% of non oil exports and provides raw materials for the industrial sector. 
Following the oil boom in the seventies agricultural production started to decline, the country started expressing increasing food shortage with the attendant increase in the quantity of food imports.


One can observe that Enugu state is still semi substantial and their output from agriculture production can neither feed the fearing population nor provide essential raw materials for the agro based industries. The export of the state major cash crops which has in the past supported the economy has verbally stopped.


While a lot of observers dwelt on the urgent need to reinitialize this sector, Omuma (1998) implied that the adverse effect of non-initialization of the agriculture sector will only bring such condition like famine and Kwashiorkor to the village but emphasizing on the importance of improving agricultural production through loans from government Igbo (1986) said it is now on the government for the independence on the external sources of food because it has tried their state independence to the uncertainties of ridicule.’


Then in the early seventies, the central bank of Nigeria and the federal government carried out a study to find out reasons for the declining agricultural production. The study revealed that credit was one of the major factors then the commercial and merchant banks (now deposit money bank) were reluctant to lend to agriculture because of the high default risk and the inability of the borrower offer tangible collateral.


The agricultural credit guarantee scheme was established in 1977 to share in the risk of the banks in agricultural lending and hence encourage them to continue to extend credit to it. As at 31st December 2004 the total investment under the scheme were N4.4billion.

1.1
BACKGROUND OF THE STUDY


In our country today, sources of statements have been made in the newspapers and other news media, scholars advocating the use of agriculture for the development and improvement of living standard of the rural people. 
Agricultural activities have brought about solutions to our national problem of massive food shortage. 
Many agricultural cooperative societies plays vital role and function in massive food production they include the following:

Agriculture has embrace all the cooperative activities with the aim of helping farmers in their professional capacities and producers. The inherent weakness of farming Calo of this type of cooperative society.
Agriculture has contributed immensely to the improvement of the viability of the small holders by bringing their economies of scale.
Agricultural activities are a type of producers cooperatives which aim at improving food production and well being of the citizens.
1.2
STATEMENT OF PROBLEM

Much of the increase in Nigerians agricultural output in recent years has resulted from expansion of the area under cultivation rather from increased productivity. Some of the many problems militating against the agricultural sector have been listed and discussed.
Infrastructure Problem

Which include the following              

Poor feeder road and inadequate road network between the rural areas where agriculture production mainly takes place and the urban area 

Lack of appropriate on-farm and off-farm storage facilities.


Irrigation facilities are still very poor despite the existence of River Basin  and rural Development Authorities (RBRDA) for instance in Ogun state only 15 hectares of land were irrigated between 1997 and 1999 by Ogun-Osun RBRDA.

Manpower/Skill Underdeveloped Problems

The extension services delivery system still suffers from inadequate number of extension men/women. The few areas that are in place lack mobility to improve on extension farmers while women extensionist are few to handle gender issues.

Inadequate capital is a major problem hindering agricultural production.

Default in repayment of loan by peasant farmers who could not meet up with loan    collateral   requirement  
 

Low income and poor provision of collateral ,security to qualify for credit worthiness  

Government /Regulatory Policy Problems 
 


There are numerous policies that are not supportive enough to agriculture transformation E.G landAct ,importation tariff and unproductive policies. 

1.3
OBJECTIVES OF THE STUDY


The general purpose of this project report is to undertake a study of the existing farmers of agricultural activities and the effort of the government in enhancing the development of agriculture through the agricultural credit guarantee scheme, also the study has the following objectives.

To examine the organizational structure and the operation of agricultural activities in Enugu state with particular reference to Nkanu East local government area.
To examine the impact of the farmer’s cooperative societies.       

Investigate the problems facing the farmers co-operative societies.
To suggest ways and means for enhancing and proffering for loans from banks for the effectiveness of the societies and assist in further research into contemporary issue on this manner.
To increase production of livestock and fish to meet the domestic needs and increase surplus for export.
To know whether there are benefits members derive from the agricultural cooperative societies in the area.
1.4
RESEARCH HYPOTHESIS    

What are the main objectives for establishing of agricultural cooperative societies in Nkanu East local government area?

To what extent have these objectives been realized?

What are the problem militating against agricultural activities?

Do agricultural cooperative societies receive support from the government?

What are their sources of finance?

1.5
SIGNIFICANCE OF THE STUDY


Any study that has positive outcome must have negative aspect moreover the significance of the particular studies are central banks of Nigeria has taken up greater responsibilities particularly with respect to information of agricultural policy and various means which enhances agricultural productivity.


Areas of central banks of Nigeria involvement in improving agricultural activity  includes:

Agricultural research
Training of middle level agricultural workers
Creation of loans and large scale mechanization food agriculture farmers.        

1.6
SCOPE AND LIMITATIONS OF THE STUDY


This study will attempt to examine the policies of CBN in the development of agriculture and the importance of agriculture in improving production. The constant in achieving the desired development in agriculture and providing the possible solution to overcome them shall also be examined in the project report. However in preparing this report the researcher has been handicapped by inadequacy of time to take a more detailed research. Also conflict in the time available, it is not been easy to contact most of the members of the CBN and the state of cooperatives farmland whose farm  labour requirement is largely supplied by his family.

1.7
DEFINITION OF TERMS        

Agricultural Cooperative: agricultural cooperative 

societies are those societies which embark all the cooperatives activities which is aimed at helping farmers in the professional capacities as producers. It is also an association of individual for the achievement of economic and social objectives.

Agriculture: is the science or practice of cultivating the 

land and keeping the breeding animals food farming. It is also the art of engaging on the activity that deals with production of food likewise rearing of animals.

Farm Management: the application of farming science 

and technology and the solution of the day to day problems facing the farmer.

Agricultural Productivity: the index of the ratio of the 

value of the total farm output to the value of the input used in farm production.
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CHAPTER TWO

LITERATURE REVIEW

2.1
AGRICULTURAL CREDIT AND THE PURPOSE, ESTABLISHMENT OF ACGSF

According to Adeyeye and Dittoh (1995:175) “agricultural credit refers specially to the process of obtaining control over the use of money goods and services in the present for the purpose of exchange of a promise to repay at a future date. 
Credit actually is a vital organ for agricultural production, however agricultural credit only held in breaking the poverty arde if farmers are aware of the existing technologies and are capable of using it in view of this, it is clear now that credit is not an end to itself but a means to an end.


As pointed out by CBN in 1989 publication an efficient credit for the role of agricultural development are:

Generating internal capacity through savings.

Providing sufficient food of high quality for feeding the growing populace.  

Providing surplus food and fiber for home industries government has put in more effort by advising the commercial banks to regard agriculture credit lending as a social responsibility, considering the relevant of agriculture in the production of raw materials for our industries.

ARUA (1987) In his paper work observed that the attack has been mainly on the banks apparent unwillingness to respond towards agricultural development through the mobilization of credit.


The extent of risk in commercial banks lending to agriculture has been a controversial issue with request to the basic causes of the nonchalant attribute of financial institution and commercial banks towards lending to rural farmers for agricultural production central bank of Nigeria (CBN) in its annual report in 1986 noted that as result of many default notices and dams reserved from lending banks our field staff under took several inspector of project it contented that a total of 11156 farmers visited it has recorded that year. The report identified four farms related problems as follows.

Farmers deliberate default the law because they had copious and conscious capacity but refused to do to.

Cases of farmers not ban able to properly  assess their loan requirement properly and as a result loans approves fall short of actual yield.

Cases of disappropriate use of actual production.

Problem of poor record was universal.

The interest rate charged  on credit granted to farmers seems high and unaffordable and varies. The Nigerian agricultural and commercial banks (NACB) was charging a minimum of 5%, However to avoid such differences interest rate not less than the federal government has September the amount of percentage to be charged on agricultural loans with a number of problems continue to militate against the operation of credit scheme and these problems are as fellows:

The increasing incident of defaulters

Lack of effective credit delivery machinery

Inadequate infrastructure

In order to widen and solidify the interest rate and ability of commercial banks to lend credit to farmers the agriculture credit guarantee was established in March 1977 by the federal government to serve as an inducement to commercial banks so as to increase lending to agriculture following the reluctance of the banks to do so at a large extent on account of high default risks. To this extent Okorie (1987). Consequently pointed out that the principle objective of ACGSF is to stimulate and facilitate the provision of credit to the famers thereby stimulating agriculture financing, Lewis (1967). In the same vain sees the agriculture sector in Nigeria as statistically small in terms of relative contributions to the gross domestic product (GDP) yet sector is seen as the leading sector whose expansion would pull up the rest of the economy and every effort is often foreign directed towards facilities its growth. However, some foreign related literature  show that agriculture financing through credit facilitates the economic development of a country.


Schultz noted “economic growth from the agriculture sector of a poor nation depends predominately upon the available price of maiden agricultural sector of a poor nation depends agriculture factors and the reproducible resourcing they consist of particular material inputs and skills with other capabilities required to use such inputs successfully these are very few reproducible agriculture factors technically advanced countries that are ready made for most poor countries and communities.


Hence based on the consideration of related literature agricultural financing through credit should be the best scheme provided. This agriculture credit guarantee scheme fund should achieve its purpose.


The commercial banks funding of agriculture also should revolve around this scheme though this is regarded as the most often disused and controversial issues in credit administrative in Nigeria still then scheme is in progress both date and it is discussed below in subsequent topics.

2.2
PURPOSE OF THE SCHEME (ACGSF)


The scheme was established as an in document to commercial bank to help increase lending to agriculture following the reluctance of the banks to a large extent on account of high risk, a stated operation on the 3rd April 1978 by 31st December 1981 the scheme fourth year of operation, it has guaranteed a total of 3686 loan valued at N1.15 million. It could be said that the scheme to some extent is achieving its purpose which is to increase the volume of banks to lend to all those who intend to engage in meaningful agriculture meanwhile agriculture credit guarantee scheme fund Act, 1977 decree number 20 of the federal republic of Nigeria legally established the agricultural credit guarantee scheme fund in 1977. The purpose is to encourage banks to lend money to all categories of farmers engaged in agriculture by providing grantee in respect of loans grants them by commercial banks for agricultural purpose as defined in the agricultural credit guarantee scheme fund Act 1977 (Act No 20) namely:

The establishment or management of plantations or the production of rubber, oil palm, cocoa, coffee, tea and similar products.
The cultivation or production of cereals crops tubers fruits of all kinds cotton, beans, groundnuts, shear nuts, groundnuts, bean seed, vegetables, pineapples, bananas and plantains.
Animal husbandry including poultry, piggery, cattle rearing, fish farming, rabbitry, snailery grass cutter farming honey production. The scope of (c) above was expanded in the amendment of decree of 1988 to include fish culture, fish capture and storage. The said amendment also incorporated farm machinery, hire services as well as intergrated agricultural projects embracing both production and processing product that the primary production component accounts or not less than 60 percent of the raw material required by the factory.
The general objective of the scheme is the stimulation of total agricultural production and the encouragement of commercial and other banks to participate in increasing the productive capacity of agriculture through a capital lending programme. The securities that may be offered to a bank for the purpose of a loan under the scheme are specified.

A charge on land in which the borrower holds a legal interest or a charge on assets on the land including fixed assets on the land,  fixed assets, crop and livestock.
A charge on the moveable property of the borrower.
A life assurance policy a promissory note or other negotiable security.
Stock and shares.
A personal guarantee 
Any other security acceptable to the bank.
2.3
OBJECTIVES OF THE FUND


The ACGSF is an instrument of the federal government policy on agricultural credit therefore the bond founding objectives of the scheme were.

To facilitate the flow of credit to farmers to enable them adopt new technologies and farm practices which would raise their emphasis on accommodating disadvantaged small and micro scale farming units.                                                                    

To make famers patronize formal credit markets in order to prevent rural borrowers from being exploited by informal credit dispensers.
To institutionalize agricultural credit purveyance in view of the unwholesome practices of the non-institutional lenders such as high interest rates and other stringent borrowing conditionalities.
To ensure that adequate funds are provided to the agriculture sector on reasonable terms from the mainstream financial system particularly because without regulatory prescription the financial institution mainly banks were likely to disseminate against agriculture on account of the interest risks and lower rates of returns.
To assist  banks to aggressively  support agriculture through measures designed to moderate their exposure to loss. Specially the objectives of the ACGSF as stipulated in the enabling decree were:
To provide guarantee on loans granted by commercial and merchant banks for agricultural production and agro allied processing.
To accelerate the flow of institutional credit to small scale farmers either as individuals or as cooperatives.
To cultivate in farmers the habit of banking thereby encouraging savings mobilization.
Government accepted the scheme and the central bank of Nigeria was further directed to work out the details modalities in consultation with commercial banks under the auspices of the bankers committee. The financial review committee that was examining the problems of the financial system at about the time the agriculture credit guarantee scheme Fund was being initiated support scheme and suggested an expansion of the scheme to cover not only agriculture but also small scale enterprise in general. The federal government rejected the suggestion believing that such an expansion of terms and responsibilities would tend to deny the guarantee of the agricultural sector in favour of other small industries which are totally in better placed to secure credit than agriculture.

2.4
IMPORTANCE OF CREDIT TO NIGERIAN’S AGRICULTURE


In Nigeria agriculture constitutes dominant sectors that not only supplies needed household food but also provides employment opportunities for many in the population, provides raw materials for the country’s agro industry, generates substantial income for farmers and foreign exchange earnings for Nigeria. it is estimated that between 75 and 85 percent of the country’s population depends directly and indirectly on agriculture (central bank of Nigeria 2001 Ikpi 2003) past studies shows that of this large number small farmers dominate. The following are features characterized with small farmers.

A low proportion of output marketed (high proportion retained for home consumption).
A high proportion of land devoted to food crops.
A diverse crop portfolio
A scarcity of cash and capital resources 
More abundant family labour usage than larger farms.
Over time the construction of agriculture to foreign exchange earnings in Nigeria economy has decline this can be attributed to many reasons that include but are not limited to land tenure system the angry farming population and inadequate storage and marketing facilities.

    Others are the rural-urban drift that has deprived the farms of labour and the increasing population pressure in the urban area lack of credit has increasingly been singled out as a major handicap. The problem of credit is particularly important because the small farm sector that constitutes the largest segment of the population had been priced out of the credit market  due to the problem inherent in the sector itself. These problem include the fragment holdings with little potentials for land expansion, cash flow problem arising from the defiant and surplus inherent in the production cycles limited network lack of collateral and restricted loan repayment capacity. Credit is one of the essential prerequisites for agricultural development and most farmers are poorly placed to meet the loan requirement by commercial banks. It has therefore been very difficult for the farmers to purchase or adopt  new technologies. Agricultural loans like other bank facilities have to be evaluated on the basis of the applicants record and financial and managerial competence. The absence of such information makes small farmers loan appraisal a difficult task and thereby precludes them from merchant banks and other bank facilities.


Yet for all aspects of agricultural production the famers requires not only capital investment but also operating funds. The farmers requires not only capital investments but also operating funds. The farmer needs money to buy or lease more plot of farmland if he wants to extend the area under cultivation money is needed to employ labour. Even those who use mainly firmly labour required corruption.

2.4.1
AGRICULTURAL FINANCING IN NIGERIA 


The agricultural credit system in Nigeria operates via five board categories of credit agencies acting as financial intermediaries first is the central bank of Nigeria that is the ultimate coordinators of credit policy being at the apex of the financial system the second is the banking tier consisting of the commercial and merchants banks and the Nigerian agricultural cooperative and rural development bank (NACRDB) the third set of agencies such as the world bank assisted agricultural development projects. (ADPS), the directorate of foods roads and rural infrastructure (DFFRI) River Basin Development and rural development authorities (RBRDAS) state ministries and state financial credit corporations. The others in this category are cooperative organization and also the recent entrants into the rural credit market the non-governmental organizational (NGOs) the fourth credit agencies are the non-institutional sources and comprise  of informal institution  such as the money lender savings and credit groups produce buyers traders etc lastly there are the specialized but recent credit/credit enhancing institution like the Nigerian agricultural insurance corporation (NAIC), the peoples bank of Nigeria community banks and the family economic advancement program (FEAP).

2.4.2
OVERVIEW OF AGRICULTURAL CREDIT PURYANCE IN NIGERIA


National agriculture credit purveyance policies were from inception aimed at improving and increasing the flow of credit to the agricultural sector as early as 1962 the CBN provide relaxing facilities  to commercial banks acceptance  house for the marketing of agricultural export commodities by the various commodity boards. From 1968 the function of providing credit to the marketing boards from their marketing operation was entrusted with the CBN through the use of the credit guidelines contained in the annual monetary circulars of the bank. Various programs schemes and development institutions were also used to attract credit to the agricultural sectors. However as the 1986 the federal government introduced policies that shifted emphasis form pursing rural development through agricultural development to integrate rural development under the new dispensation, government accepted the responsibility of providing a favourable policy environment for the growth and rapid expansion of the productive capabilities in the rural communities.

2.5
FEATURES OF THE AGRICULTURAL CREDIT GUARANTEE SCHEME FUND

2.5.1
Procedure for operating the ACGSF


The agricultural credit guarantee scheme fund started real operation in April 1978 the scheme had an original share capital and paid up capital of N100 million and N85.6 million respectively. The federal government and the CBN own the fund in the ratio of 100:40 percent the capital base of the scheme was however increased to N1 billion and N3 billion on 8th December 1999 and 8th March 2001 respectively. The scheme provides guarantee cover in respect of loan granted to the agricultural sector by deposit money banks and pledges to pay 75% of ay outstanding default balance to the banks after the seventy pledge might have been realized. The central bank of Nigeria manages the fund which is in turn responsible to a board. It does this through its development finance department at the headquarters and the branch offices and currency centres in the various states of the federation.


Under the scheme an intending beneficiary is expected to open an account with a lending bank of his/her choice. He/she will in addition complete a form called application of credit facilities (in triplicate each with affixed passport photo graph). Details of the nature and type of agricultural activity location assets liabilities of the project costs and benefits of the project equity contribution of the farmers and amount of loan required are to be outlined in the form of the forms are issued free of charge by the central bank of Nigeria through the participatory deposit money banks the project is assessed on the basis of information provided after which a field inspection is undertaken to confirm the claims of the farmers.


When a bank is satisfied that the project  presented  is viable it seeks approval from its management supporting the request with necessary statistical and accounting information. When the management of the bank is in turn convinced that it could commit its fund it then approves the loan. The next stage is for the bank to apply for guarantee cover to the central bank of Nigeria on behalf of the farmers by completing the application for guarantee form. The central bank of Nigeria in turn assess the information provided on the application for guarantee form and later undertakes field visit to assess the viability of the project. Where it is satisfied that loan being granted by the lending bank should be guarantee it issues guarantee certificate to the certificate to the lending bank and by this action legally authenticated its commitment to pay 75% of the net balance outstanding in the account of the beneficiary in the event of default.

2.5. 1
AGRICULTURAL ENTERPRISES FOR WHICH GUARANTEES CAN BE ISSUED UNDER THE FUND                                


The agricultural purposes which are eligible for guarantee under the scheme include the following.

The establishment and management of the production of rubber, oil palm, cocoa coffee tea and similar crops.

The cultivation or production  of cereals crops tubers fruits of all kinds cotton beans groundnuts, sheanut, beanseed vegetables, pineapples, banana, and plantains.

Animal husbandry that is to say poultry piggery , cattle rearing and the like, fish farming and fish capture.

Processing in general where it is integrated with atleast 50 percent of farm output e.g cassava to garri oil palm to palm oil and kernel, groundnut to groundnut oil, etc.

2.52
   LOAN DURATION AND LOAN LIMITS UNDER THE SCHEME   


The duration of loans under the scheme varies with the gestation of the agricultural project in question. It could be one year for seasonal crops and up to five or more year for tree crops like cocoa oil palm and rubber. If in the course of the project certain variation arise that might make the borrower unable to honour his obligation when duly his bankers can apply to the CBN for an endorsement to the guarantee certificate for extension of repayment period. In the same way where extra facility is required to realize the project aims and objectives the bank could offer extra facility after applying for and obtaining and endorsement to guarantee certificate on enhancement from the CBN. 


The decree setting up the ACGSF stipulates that credit to farmers under the scheme could be made through industrial cooperatives societies and corporate entities up to December 1999 the maximum loans that could be granted without tangible security was N500000 individuals who offered tangible securities could  borrow up to a maximum of  N1,000000. these limits have been reviewed upward in the light of raising farm operational cost.the current limits are maximum of N20,000,00 for unsecured N1,000,00 for individual secured loans and N10,000,00 to secured loans to  cooperative societies and cooperate entities.

2.6
NEW INITIATIVES/MODE FOR IMPROVED LENDING UNDER THE ACGSF  

Since the inception of the ACGSF in 1978 the central bank of Nigeria has adopted various models to ensure sustainable operation during the pre-structural adjustment programme era, emphasis was on regular approach to financial management by which lending to the agriculture sector was mandatory prescribed for the banks with the regulation of the economy in 1996, banks became free to determine their investment option. Accordingly the bank has been collaborating with farmers states, local government and oil companies to evolve models which will be relevant and effective in channeling credit to the agricultural sector in a market based economic system.

2.7
LOAN CONDITIONS    

The banks can access up to sixty percent of qualifying loans.

The banks portfolio must have been held for not less than one year and having original tenor of not less than five years.

Access to the faculty shall be limited to one in twelve calendar months.

Provided theses conditions are met promissory note shall be issued and presented to the discount office of the CBN. The note shall be rediscounted at a rate that is two percent point below the prevailing minimum discount rate.   

2.7.1
PARTICIPATION OF COMMUNITY BANKS UNDER THE ACGSF


The central bank of Nigeria (CBN) management and the Board of the agricultural credit guarantee scheme fund (ACGSF) in September 2003 approved the participation of licensed community banks under the agricultural credit guarantee scheme fund from January 2004. Consequently the development finance department organized a two day training programme to acquaint them with its operation.

CHAPTER THREE

3.0
RESEARCH DESIGN AND METHODOLOGY


In this chapter the method adopted by the researcher in collecting and analyzing data are discussed  and covers the ways through which the findings were carried out to realize results in accordance with the research topic.

3.1
  AREA OF STUDY


The area of the study in this research work is the branch of the central bank of Nigeria in Enugu state which is located in Enugu north local government area. However the branch is the central bank cordinating office of the eastern states of Nigeria comprising of Enugu, Imo, Rivers, Ebonyi, Abia and Akwa Ibom.


In this states the farming activities of the indigenes includes growing crops like yam, cassava, maize, rice and palm fruits. The farmer also engage in livestock production such as poultry sheep and goat.

3.2
POPULATION OF THE STUDY


This constitutes of three registered selected banks UBA, CBN, First bank with a total number of 18, The population distribution is shown below CBN 6, UBA 6, First bank 6, with total number of 18.

3.3
SAMPLE SIZE


The central bank and united bank for Africa were chosen as the sampling areas of the project, the branch of central bank of Nigeria in Enugu state has two agricultural  officers among other workers.


They were both interviews and questionnaire distributed to commercial banks mentioned above a total of 14 questionnaire were distributed out of which ten (10) were returned. So the research was focused on the returned questionnaire.

3.4
INSTRUMENT FOR DATA COLLECTION


Primary data includes personal observation interviews and questionnaires, Secondary formal and informal data collected secondary data includes: review of past and related or relevant studies.


Formal data includes: questionnaire in two set the first set was design for commercial banks and the second for the success for the success officers of the agricultural department in central bank of Nigeria Enugu.

Informal data: includes oral question were directed to the bank executives from which important piece of information were gathered.         

3.5
DESCRIPTION OF DATA


The data collected were described in most cases by using table the questionnaire were not grouped rather they were generalized and discussed separately in each of the agricultural area which the question touched. 

3.6
DATA ANALYSIS 


In analyzing the data in this work sample percentage and bar chart were used.

Formulae 

R
X
100
Mx

1 

Where
R
=
No of responses



M
=
No of respondent 

CHAPTER FOUR

4.1
PRESENTATION OF DATA ANALYSIS AND INTERPRETATION 


In this chapter the researcher undertook the presentation, interpretation and analysis of data collected through the distribution and administered questionnaire for the purpose of the study. 16 questionnaires were designed 6 were distributed and administered to the officers of the agricultural department of CBN Enugu and of which 11 were distributed to the commercial bank and 9 were returned and all the 6 distributed to the officers of agricultural department CBN Enugu were returned this of course was a mark of positive and favourable responses this the total response in percentage is 85.6%.

This chapter is divided into four parts the first deals with demographic characteristics of the respondents in this part attention was paid to sex and age brackets the second part is concerned will the role performance and problem of the scheme and finally suggestions were made.

4.2
PART 1: demographic characteristics of respondents in tabular 

Table 4.1
presentation and descriptive analysis

Classification of respondents by age bracket.

	Age bracket
	No.  of Respondents
	Percentage

	Under 21 years
	2
	13.3%

	21 – 40 years
	9
	60.0%

	40 – 60 years
	4
	26.7%

	Above 60 years
	-
	-

	Total 
	15
	100%


Source: Field survey, 2012

From the table above it indicates that out of 15 respondents who filled and returned questionnaire 2(13.3%) is less than 21 years 9(60%) were within the age 12-40 years of age while 4(26.6%) were within the age of 40-60% years.

Table 4.2

Classification of respondents by sex

	Sex
	No.  of Respondents
	Percentage

	Male
	11
	73.3%

	Female
	4
	26.7%

	Total 
	15
	100%


 Source: Field survey, 2012

The above table 4.2 shows that out of 15 respondents who filled and returned questionnaire 11(73.3%) male and 4(26.7%) female.

Part 2

This part analyzed the performance the role and the problem of the scheme (ACGSF).

Question 3

What determines the amount a borrower can obtain at a time?

Table 4.3

What determines the amount of borrower can obtain at a time.

	Factor 
	CBN
	UBA
	First Bank

	Borrower’s need
	40%
	40%
	40%

	Credit worthiness 
	20%
	35%
	30%

	Bank policy
	20%
	10%
	20%

	Provision of acceptable security 
	30%
	25%
	20%

	Total 
	100%
	100%
	100%


Source: Field survey, 2012

It can be seen from the above table that different banks placed different level of performance importance to the various determines for instance can be attributed greater importance to the borrowers need as well as the commercial bank this is because CBN is the role managing agent of the scheme. However while CBN considers the ability of the borrower to provide acceptable and adequate security UBA and first bank placed more importance on credit worthiness of borrowers.

Question 2

What are the securities acceptable to the bank?

Table 4.31 

 Types of collateral 

	Factor 
	CBN
	UBA
	First Bank
	Rank

	Current/deposit 
	Acceptable 
	2
	Acceptable
	3

	House
	Acceptable
	4
	Acceptable
	3

	Land/landlord properties 
	Unacceptable 
	-
	unacceptable
	-

	Personal guarantee/surety 
	Acceptable
	2
	Acceptable
	5

	Shares/stocks
	Acceptable
	3
	Acceptable
	1

	Livestock/crops
	unacceptable
	-
	unacceptable
	-


Source: Field survey, 2012

Following the table above (4.3) the collateral acceptable to both banks are the same but the weight of the various collateral was however different in the method of ranking, this indicates that the weight of their ranking of the collateral varied.


UBA ranked the use of house as collateral higher while first bank ranked personal guarantee/surety higher followed for UBA is shares and stock while house is second in rank for first bank.

Question 3

Which category do you consider or give more attention when lending agricultural loans?

Table 4.4

	Factor 
	CBN
	UBA
	First Bank

	
	No%
	No%
	No%

	Individuals farmers
	1167.7
	1167.7
	1167.7

	Cooperative societies 
	350.0
	350.0
	350.0

	Limited farmers
	233.3
	233.3
	233.3

	Total 
	6100
	6100
	6100


Source: Field survey, 2012

From the above table it indicates that all the banks prefer giving loan to the cooperative than other category of beneficiaries hence to the cooperatives are weighted higher in priority of 50% while limited farmers are given 33.3% and individual farmers 167%.

Question 4

There is general believe that CBN has been able to contribute to agricultural development in the state do you agree?

Table 4.5

	  Alternative response/reason
	No. of Respondents
	Percentage

	Yes
	15
	100%

	No
	-
	-

	Total 
	15
	100%


Source: Field survey, 2012

The table above signifies that central bank of Nigeria is doing well hence all the respondents were in support of this represent 100% in the above table.

Question 5

If yes what are you reasons? 

	Alternative Response/Reason
	No. of Respondents
	Percentage

	Through enlightenment/education
	4
	26.7%

	By guaranteeing huge loan
	6
	40.0%

	Reduction in interest rate
	3
	20.0%

	Through supervision  
	12
	13.3%

	Total 
	15
	100%


Source: Field survey, 2012

The table 4.6 above shows that out of 15 respondents 4(26.7%) were of the opinion that CBN is doing well through enlightenment and educational programmes 6(40.0%) were of the view that through guaranteeing huge loan CBN are performing very well.

Question 6

What are the problems of loan administration on the bank and on the part of the clients?

Table 4.7

	Alternative response/reason
	No.  of Respondents
	Percentage

	Inability of the client to provide security
	4
	26.7%

	High default rate
	6
	40.0%

	Illiteracy of the client
	3
	20.0%

	Poverty/dishonesty
	2
	13.3%

	Total 
	15
	100%


Source: Field survey, 2012

The table shows that 4 of 26.7% states that the inability of the clients to provide acceptable security to the bank is the problem, 6 of 40% of the respondents states that high default rate is the problem however illiteracy on the part of the client and poverty/dishonesty takes the least of the problems encountered in the administration of loans.

Question 7

Based on the above can you confidently agree that relevance of the scheme have actually contributed to the development of agriculture of our nation?

Table 4.11

	Alternative response/reason
	No.  of Respondents
	Percentage

	Yes
	15
	100%

	No
	-
	-

	Total 
	15
	100%


Source: Field survey, 2012

Table 4.11 shows that the scheme provided by the CBN have actually contributed immensely to the development of agriculture in Nigeria infact the position of the responses above signifies a 100% acceptances.

4.3
REMARKS OF FINDINGS      


The above findings can be conveniently summarized that the central bank of Nigeria scheme funds in guaranteeing loan has been pursued vigorously both in their roles, goals and achievements the client of the banks have not performed well due to their misconception of the loans as their own shares of the national cake.


The CBN scheme preferred mostly the cooperative societies in other category of borrowers. Again the borrowers needs to determine the amounts of loan that can be given to the borrower as well as other requirements like the bank policy, provision of securities etc. the scheme fund of CBN can offer employment to graduate of cooperative economics and management.


Finally since inception of the scheme to 1999 a total sum of N1987,043.3 million has been guaranteed by the scheme among the total number of 33168 application considered it is also revealed that 1990 recorded the highest number of considered application and 1999 allowed for the highest disbursed sum of loan.


Indeed CBN scheme function has actually controlled to the development of agriculture factor in Nigeria based on the positive responses.

CHAPTER FIVE

SUMMARY, RECOMMENDATIONS AND CONCLUSION

SUMMARY 


It can be seen that control bank of Nigeria (CBN) is the managing agent of the scheme it only guarantee loan and does not give loans to the clients rather than the commercial bank do. The banks are identified policy as regarded to collateral. Acceptable to them, these collateral are beyond the reach of the small scale farmers will include provision of acceptable and adequate security credit worthiness of the borrowers.


The bank grant both short –term loan and long term long which are of the period of 1 -2 years and 5 years and above respectively since the inception of the scheme in 1978 to 1999 a total sum of N1987,043.3 million loan have been granted to farmers cooperative societies on a total number of 331698 considered  application in 1989, the scheme granted the highest sum of loans and in 1999, it guaranteed the highest sum of loans and in 1999, it guaranteed the highest sum of loans some constraints on the side of collateral against loan were beyond the capacity the small scale farmers. 


On the other hand the farmers limitation include; low annual income low savings forty percent (40%) of the farmers had no money to save while sixty percent (60%) were able to save between N200 to N700 annually (1995 Bullon 176) consequently they had a negative attitude towards saving with the bank and poor educational background most of the farmers had problem.


Other problems include: high default risk, division of credit to non profitable ventures and dishonest of the commercial banks lending among the commercial banks. Actually it has improved the agro sector towards its development in Nigeria economy.

5.2
RECOMMENDATION               

Based on the findings of the study and the problems enumerated the researcher made the following recommendations.

a.
Formation of Farmers Cooperatives

Since the commercial banks prefer lending to more organized groups the cooperative those farmers will therefore be better off. If they can pool the operation of the farming together and organize themselves and form cooperative societies. 

b.
Modification of the Commercial Bank Policy

The absolute need for collateral should be reviewed, securities with little problem should be accepted against loans.

c.
Provision of Necessary Infrastructure by the Government

The infrastructure include good roads water communication system of this will foster lending and reasonable coverage by the commercial banks and similar entrance the productivity of farmers.

d.
Modification of the Provision of Agricultural Credit Guarantee Scheme Fund by the Government

This implies that default risk of commercial banks should not only be covered up to 75% but to increase in order to encourage agricultural credit lending by commercial banks may be 85%.

e.
Accessibility through Promotion

This aspects indicates making the scheme available to all the individual farmers cooperatives within the nation. This should be accessible to them through promotion of the scheme it should be made easy for them border to accomplish the aims of the scheme. This will go a long way to help in achieving the relevance of the scheme through CBN.

Encouraging the development of traditional savings and credit institutions.
Encouraging the development and relevant busting banking and credit institutions and enforcing such guidelines to ensure that adequate banking and credit services and facilities are extended to rural areas.
Issuing guidelines to all relevant banking and credit institutions and enforcing such guidelines to ensure that adequate banking and credit services and facilities to rural areas.
Promoting the establishment of banking and credit institutions which were particularly responsible to the need of rural prodders, especially small scale farming small scale enterprises including rural artisans.
Encouraging the direct participation of rural dwellers in the establishment and development of banking and credit institutions that were responsible to their needs.
Promoting and encouraging the effective organization of rural producers into cooperative economic groups etc, so that they were in a better position to access available credit facilities.
Providing rural dwellers with information regarding available sources of credit and technical advice on how to access such sources and how to utilize and manage effectively whatever credit facilities were obtained from such sources.
Interest free loans and grants
Encouraging the people the success of the peoples bank and community banks programmes.
5.3
CONCLUSION


Based on the research and findings of the study, the writer makes the following conclusion. Farmers in the rural had poor educational background hence need to be informally educated through extension workers. Commercial bank have not pursued vigorously the fulfillment of the rural banking scheme hence they are obliged to reconsider the purpose of the scheme necessary.  Also the number of farmers researched with was very small. Therefore both banks did not perform creditably well during the period under view.  The number of credit applied within the nation cannot be compared with the farming population hence through the findings farmers need to be informed about the availability of the credit facilities in order to improve the economic standard of livings.


The findings also revealed that some farmers had the misconception of the loan as their own share of national cake. There is also fear of high interest rate and the illiteracy of farmers that lead to the handicap of the lending scheme.


The agricultural credit guarantee scheme fund (ACGSF) of Central bank of Nigeria had played a significant relevance and thus performed creditably well by guaranteeing all the loans given by commercial banks in the nations provision of agricultural credit guarantee scheme fund has also been a motivating factor its relevance and performance have actually led to increase in food production thus increase the Gross National Product (GNP).  Agricultural development have been enhanced through this scheme based on the findings by guaranteeing all the credit lent to agriculturalist the economic standard will continually grow.


Above all cooperatives should organize themselves to a self relevant level. They are also encouraged to make good use of this scheme. This will accomplish the objectives of the cooperative societies within the nation.
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APPENDIX I

Research Questionnaire for Staffs of Central Bank of Nigeria (CBN) 

Department of Cooperative Economics and Management  

Dear Sir/Madam,

I am a final year student of the above institute and department. I am carrying out a research on the role of agricultural credit guarantee scheme fund in the development of agricultural in CBN Enugu

Please kindly assist me by providing appropriate responses to the question below. This study is purely for academic  purpose and you are hereby assured that all information supplied would be treated with utmost confidence.

Yours faithfully,

APPENDIX II

Please tick (√) where appropriate and fill your answers in the lines provided.-

1.
Name

__________________________________________

2.
Sex

(a)
Male

[
]

(b)
Female
[
]

3.
Marital status

(a)
Single
[
]

(b)
Married
[
]

(c)
Others
[
]

4.
Age

(a)
Under 21 years
[
]

(b)
21 – 30 years

[
]

(c)
40 – 60 years

[
]

(d)
Above 60 years
[
]

5.
Education Qualification

(a)
F.S.L.C

[
]

(b)
GCE/SSCE
[
]

(c)
OND/NCE

[
]

(d)
HND/B.Sc/MBA
[
]

(e)
specify others
[
]

6.
What determines the amount a borrower can obtain at a time ?

(a)
Borrowers need
[
]

(b)
Credit worthiness
[
]

(c)
Bank policy

[
]

(d)
Provision of acceptable and adequate security[
]

7.
What are the securities acceptable to the bank?

(a)
Current deposit


[
]

(b)
House




[
]

(c)
Land/Landlord properties

[
]

(d)
Personal guarantee/surety
[
]

(e)
Shares stocks
[
]

8.
What category do you consider or give more attention when lending agriculture loans?

(a)
Individual finance

[
]

(b)
Cooperative societies
[
]

(c)
Limited farmers

[
]

9.
There is general believe that CBN has been able to contribute to agricultural development in the state do you agree?

(a)
Yes
[
]

(b)
No
[
]

10.
If yes what are your reasons?

__________________________________________

11.
What are the problems of loan administration on the bank and on the part of the clients?

(a)
Inability of the client to provide security
[
]

(b)
High default rate




[
]

(c)
  Illiteracy of the clients



[
]

(d)
Poverty/dishonesty




[
]

12.
Based on the above can you confidently agree that relevance of the scheme have actually contributed to the development of agriculture of our nation?

(a)
Yes
[
]

(b)
No
[
]

