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The study examined the factors that influenced microcredit program proqurem.ent of th_e‘mlcroﬁnance
institutions m Niger State. Data were collected using two sets of well structured questionnaires admini -tered to both
the microfinance institutions and the respondents respectively. Multi-stage sampling technique was v« ~d to sample
the institutions and the respondents. Questionnaires were administered to 36 microfinance institut ns and 144
:Z:E;)trsxi;ms: [Eau:h were analyzed using descriptiv_e statistics, multiple regression analysis and Liker: Scale. The
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[e CNNOI0ZIC
h credits by farmers for instance
. seeds/seedlings, irrigation
anical services, equipment for
crop or | k production as well as commodity
‘value-added activities. The latter include
_processing; packaging, storage and exports.
Similarly, Okafor (2000) identified three
categories of intermediaries involved in micro-
credit delivery operations in Nigeria; (i) the
informal sector savings and credit associations,
(11) Public sector specialized credit institutions,
(111) banks and associated financial system
institutions.

Marx (2001) using CBN categorization
similar to the above, evolved three groups of
intermediaries involved in the rural and
microfinance institutional frame work in Nigeria.
They are formal, semi-formal and informal rural
and microfinance institutions (RMFIS). The
formal financial institutions/initiatives are:
commercial banks, Development Financial
institutions (e.g Nigerian Agricultural Co-
operative and Rural Development Bank.
NACRDB: Nigerian Bank for Commerce and
Industry, NBCI; and Nigerian Industrial
Development Bank. NIDB) and public sector
initiatives (e.g SSICS, ACCIS, SMEX, and
NERTUND).

The semi-formal financial institutions
are: community banks (owned by communities).
microfinance banks (registered under one form of
law or the other) (e.g NGO-MFIS). The informal
;gtxox:scosr::cpt?szz Ulgzetf:isl:ered informal self-help

£ savings and credit

; . Dashi (N .
(Ibibios) or Oku (ljaws): Pr:)lge and Igalas), Ffe

credit groups, age grade

. 3 -
family ang friends (garmu
developm_ental impact op th,
and Okorje, 1986; Okeiby

P, Cooperatives, and
Ong others) have
¢ rural areas (Nweze
nor, 1995). However,
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on good credit policies to ensure
accessibility of credit to enhance f: y I
farm households. But this seems not to yielding
desired result especially since after the liberation
or deregulation policy; most banks closed some of
their branches there by compounding the problem
of rural credit scheme (Ogunbayo, 2003:
Nwajiuba, 2000). The main reasons were inability
of the farmers to cope with the prevailing interest
rate and other credit requirements (Ijere and
Mbanasor, 1998). Banks are also unwilling to lend
to farm households because of the inherent
risks/uncertainties associated with the farming
sector in addition to the inability of the farmers to
provide necessary collateral.

Moreover, banks are also uncomfortable
with the high cost of administration of credit to
farmers. Farm housecholds on their own are
unwilling to procure credit from banks and other
lending agencies because of lengthy and
cumbersome loan procurement procedure, high
cost of loans, untimely disbursement of loan and
long distance from source of loan (Usman, 1999:
Okorie, 1998; ljere and Mbanasor, 1998). These
conflicting challenges from both banks and farm
households raise the question as what could
enhance rural credit procurement among rural
farm households in Niger State, since as stated
carlier, acquisition and use of credit facilities are
expected to lead to increase in production and
income of beneficiaries and attainment of
Millenium Development Goals (MDGs). The
current microfinance package is designed with
inbuilt mechanisms to ensure broader
participation among suppliers and users as well as
enhance the flow of investment funds into
agricultural sector on sustainable basis (CBN.
2004). Sustainability matters especially to
borrowers because one shot intervention in the
form of a single loan would not be sufficient to
liberate borrowers from poverty, establish a new
type of activity such as the smallholder
commercial farming that would ensure food
security on a sustained basis or create a viable
small scale industrial sector (Von Pischke, 1999).
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o The study was conducted in Niger State of
~ Nigeria. Data for the study were collected between
- May, 2009 and March, 2010. Niger State has a
population of 3,954,772 people (NPC, 2006). The
climate is characterized by a distinct dry and wet
seasons with annual rainfal] varying from
1,100mm in the North to 1,600mm in the South
(NGSG Diary, 2003). The maximum temperatures
which df) notexceed 37°C. are between march and

M osively selected in consonance ), the \“w

Ndanjy,,

: Jal

T~

< ree (o 3 st 20Ny '
of the th

I
State Agricultural l-)i‘:llnp.'.”,m”- Proje,
(NSADP) activities of 25 Local Hovery,,
(LGAS), in CONSONANCE With ¢
m teristics and cultural practices.
¢ The zones selected were zone | gp m
3. In stage 2 of the szm?phng Procedure, \yp
w'hich are stratified into formal, semi-formy|
A ndomly selected. Frop, cach
informal were ra :
stratum, six (6) MFIs were randomly selecqe | ths
giving a total of ISMFIs per zone and 3oMmpy., |
the entire state. Similarly, 2 exeeutive member,
each of the selected MFETs were interviewed. [y,
3" and final selection stage,
respondents/beneficiaries from cach of (e
MFIs in a zone were randomly selected, (1,
giving a total of 72 beneficiarics per zone and |4
benefieiaries for the entire state. | i« represents 7
pereentof'the total number of [ (; inthe state.
Primary data were obtain, using two sets
of structured and Pre-tested questionnaires. One
was for the selected institutions and heir key
Sgicxals Wwho completed thep, The second set of
bengfl;e§t19nna1res were for the mic
‘lcianies. Essentig

the mfonnatlon
helped

“_“H‘”

ro-credit loan
Ily, it wag corroborative of
the first questionnaire and
the Workability an
hemes. Oghey data gathere
' aracteristics
system, education Stze, farming
:llétput during the ?;01)9/3(’)1%‘01?223 s,

. on scason,
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2 s&nce from source of loan (Km)
Tt Stochastic error term ( :
forms were used in order to determine the best fit:

;, B X DX £, X+ b X <. by X, ‘CQIljil'll()n(,(il.l)
et ti'on'Y= Ina+bInX, +b,In X, +b, InX,+..b, InX,,... equation (i l)' e
e f‘mcfunc;ion' InY=Ina+tbInX +bInX,+bInX,+.....b,In X,“.,. equation (iv) a
gouble—.;gﬂmction: BTt X +b X +bhX. +...... - b, X,......cq‘uau.o.n (v) P v
B i hich gave the best fit was chosen. R and IF - test wcrcalmgsgq to determine LLQ o
i Theequa]tlontw lcvagriables (X's) explained the relationship with Y which is the amount pr'urcu.r% '
ac‘;legﬁeﬂ::lx I.”Z(;a(r)lg'(:r{d Nto and Mbanasor, 2009). For the Likert scale: the mean response values are as

I{(I)(l)l i(;:;;ct = I: Little impact = 2; Uncertain = 3; Large impact = 4; very large impact = 5
x=22 e Quation (vi)
n

WhereX= mean, T — summation of,

X = Normal response value,
f = Frequency of responses in each mode:
n = No of respondents of an item . .
the cut - off point was determined by finding the mean of the normal value assigned to the options
E-dt2 344
e X = TSR, ey

—_—

to make inferential statements, the mean score was
compared with the critical mean (3.0). If the
calculated mean is greater than the standard
critical value, the hypothesis is rejected,
otherwise, it is accepted (Mitchell and
Agenmonmen, 1994). The Likert scale was a
procedure adopted by Ike (2010) in the
determination of constraints in accessing the loan
under the Delta state Agricultural Loan scheme,
Results and Discussion

i0-economic characteristics of respondents

. The result presenteq in Table 1 show the
S0C10-economic featyres of the respondents, It

Ws th:tl 43.05% of the respondents  were

e st -~ 50 years age bracket, ie the
::Qﬁel&ms Were of middle age, The mean age of
o tnts Was found 0 be 44,6 years, The
s Qo) agrees with the findings of Ndanitsa
micmﬂtedit. ! lmphcatnop of the resulf is that
Who are iy theirg, Is 18 tiled towards those
age, ang mighy 08t PIOd.U_cuve (active) years of
, Credit obtained for higher

ru,
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production. Furthermore, because farming and
other agribusiness are surrounded by
risks/uncertainties such as flooding,
pests/discases infestation ete; it therefore requires
people who are able and willing to take risks in
expectation of profit, The small percentage of the
young beneficiaries of the Mp Is micro-credit i
the area could be due to the migration of able -

: . Meanwhile, the low
percentage of adults (51 60year) (11.81

were females and
constituted only 32 64 Thi s

itutec ‘ IS result implies (hay
beneficiaries of MFIs micro-creit policy were
women entrepreneur.



respondents
The family size of respondents op g
people. This finding a]sq agrees with Ndanitsa ¢
al (2011). The large family size could imply
probable mgre family Jaboyr and a
greater outpyt apq higher Income for
which enhances. theiy




Determinants of Microfinance Inst

sav. Ag_rlf, H(2): 28 - V7 (2013)

d

e aagests that the respondents were small an
[his suEE urs. The result of the

um scale entrepreneurs. ;
'"cdl‘um ewsion analysis on the determinants
multiple et v credit procurement from MFTS
of farmers micre ized in Table 2. 1t

, study area were ST ZC able
in the & . (ale regression analysis on

he result of multiple regres .
shows the ' Ids micro-credit

.rminants of farm house holds mic
e dclu‘m. i The semi-log functional form of the
procureImEEy 2 timates of the variables

| pave the best fitor estimate

model g4 3 hosen as the lead
in the model and therefore, was chosen & b
cquation for further analysis of thc,ﬂ"("’('”l
presented. The Foratio is significant (P<0.01)
While R’ was 0596, which implics that the
variables in the model wcrc_ahlc to C"P'"‘"""(’J‘fr
59% of the variability n micro cre hll
procurement by maize farm houscholds i the
study area. : :

Four of the total variables used in the model
were significant. The variables are level of
education, farming experience, farm income qnd
non-farm income. However, level of cducatmp
was negatively related to the amount of credit
procured and statistically significant (P<0.05).
The implication is that as level of education
increases, amount of loan procured decrease. This
result is contrary to a priori expectation that
amount of credit procured should increase with
level of education. It also suggests that level of
education has a maximum level, after which it
does not hold anymore. The coefficient of
variable, year of faming experience was positively
related to amount of loan procured. It was also
significant (P<0.01). This is in line with a prior
expectation. The implication of the result is that,
the number of years a farmer has been involved in
farming could give indication of the practical
knqwlcdgc he hgs gained on how best to combine
various nputs including credit procured. This
agrees with Nwaru et al. (2004) and Nto and
Mbapasur (2009). All the researchers found that
farming experience q;rrclatcs positively with age,
the farmers business ingenuity and the
concomitant drive for innovativeness, This would
:2?2111-&(: need for gdditinnal mvestment fund

cev:rould be obtained through micro-credit.
e o di’t:'t (rc;;wm level of farming experience,

) mishing return or law of diminishing

401 cost of inputs sets in so that

Ncreas;
5 “asing number o f years of farming add nothing

o onrequired by banks (MF ic
Y banks Is) for micro-
"""mﬂ(Nm and Mbanasor, 2008). :

farm o SOefficient of farm income and non-
(P<G.07y Were statistically significant
T & Doy o Y Vel and maintained the

credit ed e BN With amount of micro-
Procued. iy implies th;
s that high income
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; . ¢ which in turn attracts banks
Jeads to high savg:gs farmer. Secondly, farmer-

confidence t(]);lhigh income can easily buy assets

ower Wi '
?v(mch can be presented as collateral in future

borrowing. !
Constraintsin accessing mic

q 3 presents
Jonstre inl;?;l)tl(f acccfsing micro-credit of MFIs by
e r;: sehold engaged in maize enterprise.
gaj;rtnccno(ulsﬁe) constraints which impact.ed on farm
i}ousc holds access to MFIs micro-credlt facility in
the study area all had large impacts on accessing
loans. The response of the resppndents ;S
presented and ranked accordingly 1n Tqble .
Furthermore, result of the educational attainment
(x=3.73) in respect of the completion of
application forms was lengthy, c'ur.n.bersom.e and
complex. The requirement of fCaSlb.lllty studies (or
farm project evaluation was also difficult .task 'for
intending beneficiaries of the loan). A situation
where the ill1! “level was very high (Table 1
reveals tha ' households though had
modern edi vas due to primary and
secondary cdu “hes), it is expected that
this constraint will constitute a great hindrance to
the acquisition of loan.

On bureaucracy, the study revealed that
there were excessive bureaucratic bottlenecks
involved in loan processing. These rigid
procedures include completion to complex forms
and pre-audit of the farmers who were in most
cases not properly educated. Similarly, it was
observed as well that most farmers who obtain the
loan forms_ did not return them due to lack of
undcrstz'mdmg of their complex nature. Data on

rocessing cost revee : : . .
gmccssin: of thtcvii)l:g ef’(‘)‘;slsSlV%d!ﬁicultles =
observed that the administrative b
; byia sy charges were high
gnd thl.s. seriously depleted the loanable amount
Jeopardize the confidence of the iﬂtendeci
borrowers and consequently a reduction in th
number of farmers that would hepe ol e
from the facility. In res ect ‘e lttz?d
disbursement of | v of delay in

oan, the study showed that the
Sme of application for loan
noted that neither the }n?ggigf’igog 1o_ng. It was
beneficiaries could predict the :l'tutlo.n nor the
would be disbursed, This i Xact time loan
1518 due to

ro— credits
the result of the

- - h
there are u;sual]y long time lag betweefl fzct fhat
the financial institutions approved the oot

meant for loan and when the leased

mone
from the head office (in the yc\::: 2
unlvcrsa1/9(>mmcrcial banks) or when fux:{' o
made available as grants from the donor m i
(inthe case of BGO-MFls),
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Table 3: Constraints in accessing micro —

credits by maize farm households
Extent of impact

and **=significant

Constraints
1 2 2 4 5 5 2
Educational level 11 15 26 607 32 375
Bureaucracy 16 24 15 85+ -5 345
Processing cost 15 26 12 49 42 3.81
Delay in disbursement 10 15 12 G HR 392
Interest rate on loan 11 16 ;; 27 ; -: =
Attitude of loan officers 13 24 ;:7 : . 4: :?‘
A Political interference 15 .1-8 _ ":8 42 .50
Inability to provide guarantors 10 9 19 ':(_) 62 3.70
Amount of loan disbursed in relation to amount 8 ; 2 = 37 3.78
demanded 27 33 40 36 3.65
Change in administration of loan Disbursi i
Awareness e ority 10 IS 25 2 52 3.80
Attitude of farmers towards the use of loan (.)2 e 25 17 5 223
Fear qf measures to recover loan in event of default 3: " 27 12 3 :L
The d1§tance between farmers and loan disbursi 39 35 30 21 1 5 y 12
authority e < 30 :\2 "
The number of man-da sted i 1 5 k3 2.2
. ys wasted in processi
Stencil — type loan facility design processing loan 45 40 30 0 5 g
50 ‘ a9 &
Source: Field survey, 2010 = 31 2. M . 24
of the fi

The timeliness of fz ' .8 tnancial institutions i od t
e farm operations and the plannj ,f”nglblhty of loan ons in most cases led (¢
such operations to coincide wit} 1€ planning P an advanced to the farmers. '
is expected cannot be ov i the time income i Portant to note here th DN P
anforsoata i ¢r emphasized. It s he farmer at off_g
at government bUfﬁﬂucracy Mot S fungible and l -Season
that ” 18 likely t
O at
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h interest rates and
re expected to reduce demand
s. Data on attitude of loan
rly called credit officers in the
MFIs. showed that their activities were not
transparent. Most of the respondents recalled that

ethnic sentiments, tribalism, bribery scandal and
favouritism influence the inclusion of would be
beneficiaries of the loans. Extortion of money for
survey reasons without clear explanations to the
farmers and impolite manners of most credit
officers among others were adduced as constraints
to accessing loans.

On political interference, the study
revealed that this constraint exerted great
influence on who received the loan or not. The
Directors and Managers of most of these MFIs
especially the NGO-MFIs, usually a political
appointee was duly bound to comply with the
wishes of those who appointed him. It was also
shown that a lot of pressure was always mounted
on the executive from those who appointed them,
political colleagues, friends, political aids and
family members to secure loans for themselves or
their proxies. Expectedly, the chief executives,
made sure that his interest was taken care of before
any other considerations. These actions
undermined the aims and objectives of the loan
facility from the MFIS, aimed at poverty
reduction, and to a very large extent, excluded
many genuine intending beneficiaries even when
they satisfied the requirements of the loan. [t was a
difficult task for the respondents to find
individuals willing to stand as guarantors. This
was due to previous experiences guarantors had
?{llh loan beneficiaries. Some guarantors

some loan beneficiaries when they
- auited. The reason for this was because some
M-kmemes willfully mismanaged the loans
€ the guarantors would bear the

e ofthe loan default.
10 the g ount of loan disbursed in relation
ded, had a great impact and

b %Q&e fact that determining the right
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“would boost their

[Arming W 3
income and enhance repayments, they were
however handicapped by the amount made
available. Change in the administration of loan
disbursing authority and political instability, had
great impact. This was sequel to the unstable
tenure of the exccutives. For instance, the
conversion of most CBs of MFBs in the study area
led to a change of these executives of these
institutions. All these altered and prolonged all
arrangements on ground for loan administration.
Loan disbursement had been deferred indefinitely
due to the arrival of new executives and managers
who were not interested in advancing loans to the
interested farmers, and the money meant for loans
to the farmers channeled into contract.

Conclusion and Recommendation

This study considered the socio-economic
characteristics of maize farm households as
beneficiaries of MFIs' micro-credit program,
problems encountered in loan procurement by the
bencficiaries and the institutions themselves. It
also analyzed the vanables that affect credit
procurement among maize farmers. The study
identified year of farming, experience and income
as being directly and positively related to amount
of micro-credit procured.

It is on the findings of this study leads to
the following recommendations, among others:
credit limit should be set in order to make
economic impact on the activities of the maize
farmers, mode of operation need to be reinforced
and sustained to become more business oriented.
Government and non-governmental organizations
shogld take t.he identified problems, relevant
sog‘lo-'cconom{c characteristics and variables
affcctmg'cre'dlt procurement into consideration
when designing credit programs.
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