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REVIEW OF POLICY AND DEVELOPMENTAL
OBJECTIVES IN AGRICULTURAL AND
AGRO-BASED INDUSTRIAL FINANCING

G.0. Evbuomwan
Principal Economist

INTRODUCTION

In executing projects, it is
often believed that if the prob-
lem of finance is solved, the

other problems will become
easier to tackle. This can be
related to the Nigerian agricul-
tural and agro-based industrial
sectors in the sense that the
developmental problem of
these sectors in Nigeria, like in
other developing economies,
is that of modemization. Itis a
problem of how best to provide
and make use of an increasing
efficiency of biological, chemi-
cal and mechanical means of
production, processing, storage
and marketing. But the avail-
ability of these improved tech-
nologies alone cannot guaran-
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tee the modernization process if
the entreprencur does not have
the means to adoptthem; therein
lies the relevance of finance.
Thus, the financing of agricul-
tural and agro-based industries
by either the private or pubic
sector is an important contribu-
tion to efforts aimed at fostering
growth since it could accelerate
the pace of productivity in-
crease. Inthe context of therole
of govemment, as a facilitator
of the tempo of economic ac-
tivities particularly in develop-
ing economies, the level of its
direct financing of these eco-
nomic sectors is regarded as
critical for the development pro-
cess since the agricultural sec-
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tor has the potential of boost-
mgindustrialdevelopmentand
vice-versa. The urge to foster
growth of the economy has
often compelled the Nigerian
Govemment to intervene, es-
pecially with respect to the
stipulation of credit guidelines.

The primary objective of this
paperis toreview and appraise
the role of government credit
policies in the development of
agriculture and agro-based in-
dustries in Nigeria. The paper
is organised into five sections.
Section I reviews the objec-
tives of agricultural develop- |
ment and its role in overall
economic development. Sec-
tion II highlights some major

*Messrs Evbuomwan, Ukeje and Afelumo are of the Central Bank of Nigeria.
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policy measures designed to
achieve stated agricultural and
agro-industrial development ob-
jectives. The major sources of
financing and institutions es-
tablished to support agricultural
and agro-based industries are
appraised in Section III, while
Section IV contains the lessons
of experience and implications
for policy. Section V
summarises and concludes the

paper.

SECTION I

THE ROLE OF AGRICUL-
TURE IN ECONOMIC DE-
VELOPMENT AND THE
OBJECTIVES OF AGRI-
CULTURAL AND AGRO-
INDUSTRIAL
DEVELOPMENT IN
NIGERIA

The Role of Agriculture in
Economic Development

The consensus in literature is
that increased agricultural pro-
ductivity is a vital pre-requisite
for rapid economic growth and
development. Among the roles
conventionally ascribed to the
agricultural sector in a growing
economy are those of:

(i) providing adequate food
for an increasing popula-
tion;

(i) supplying raw materials
to a growing industrial sec-
tor;

(iii) constituting the major
source of employment;

(iv) eaming foreign exchange
through commodity ex-
ports; and

(v) providing a market for the
products of the industrial
sector.

In Nigeria, agriculture has tra-
ditionally been described as the
“mainstay” of the economy. The
following are the specific ob-
jectives of agricultural policies:

(1) attainment of self-suffi-
ciency in basic food items,
particularly commodities
which consume consider-
able shares of Nigeria’s
foreign exchange.
increased production of
agricultural raw materials
to meet the growing needs
of an expanding industrial
sector;

(ii1) increased export earnings,
enhanced by further pro-
cessing of agricultural pro-
duce and adding of value;

(iv) modernization of agricul-
tural production, process-
ing, storage and distribu-
tion through the infusion
of improved technology
and management so that
the sector can be more re-
sponsive to various de-
mands of a developing
economy;

(v) creation of more rural

employment opportunities
by engaging in further

(i)

improvement and main-
tenance of  rural
infrastructural facilities;

(vi) improvement in the qual-
ity of life of rural dwellers
through the provision of
social amenities such as
potable water and im-
proved health and educa-
tional facilities; and

(vii) continuous protection of
agriculturallandresources
from drought, desert en-
croachment, soil erosion
and flood.

Objectives of Agro-based
Industrial Development

Agro-based industries in Ni-
geria can be categorised
broadly into two. First, there
are the large- scale agro-allied
industries such astextile, brew-
ery, flour, soap, sugar, sawmill
and plywood, leather and feed
manufacturing industries
which depend, to a large ex-
tent, on primary agricultural
commodities as major inputs.
Second, there are agro-process-
ing industries, which transform
primary agricultural commodi-
ties into preservable and mar-
ketable forms. In this group
are the rice milling, cassava
processing, grains/flour mill-
ing, cocoa processing and
vegetable oil milling, among
others.

The agro-based industrial
policy of the country is derived
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from the overall industrial
development policy. Specifi-
cally, its objectives are to: (i)
provide greater employment
opportunities; (ii) Increase
private sector participation
in the manufacturing sector
among others. The specific
objectives of the industrial
sector policies, under which
the agro-based industries are
classified, arenot significantly
different from those for the
agricultural sector. To a large
degree, the objectives for both
sectors seem to be mutually
re-enforcing.

Various strategies were em-
barked upon to facilitate the
attainment of these objectives.
With respect to agro-indus-
tries, some of these were to
improve the investment climate
and provide facilities for credit
delivery. In the case of the
agricultural sector, the strate-
gies adopted include ecologi-
cal specialisation in crops,
livestock and forestry produc-
tion; encouraging all scales
of production, procurement
and distribution of relevant
agricultural inputs and expan-
sion and rationalisation of the
various support services
rendered by government.

SECTION II

SOME MAJOR POLICY
MEASURES FOR THE
DEVELOPMENT OF

AGRICULTURAL AND
AGRO-BASED INDUS-
TRIES

Agricultural and agro-based
industrial development policies,
strategies and programmes in
Nigeria have undergone many
changes since independence.
These changes were, inthe main,
a reflection of changes in gov-
emment philosophy on the best
approach to economic develop-
ment, while the philosophical
changes were in themselves of-
ten brought about by changes in
govemment and the economic
fortunes of the nation. For in-
stance, by the mid-1970s,
emboldened by considerably
increased revenue from petro-
leum, the Federal Government
assumed increasing responsi-
bilities foragricultural develop-
ment. There was widespread
intervention of govemment in
agricultural production, input
supply and marketing. In addi-
tion, government also adopted
credit controls and other
allocative policies in favour of
agriculture. Development in-
stitutions, special programmes
and projects were launched dur-
ing this period. By the mid-
1980s, owing to dwindling oil
revenues, a new govemment
philosophy emerged with the
introduction of the Structural
Adjustment Programme (SAP).
This involves minimal adminis-
trative control of economic

activities, wider scope for pri-
vate sector initiatives and
greater emphasis on economic
self-sufficiency and self-reli-
ance. Emphasis shifted to of
market determination of agri-
cultural prices, (with selective
use of subsidies on farm in-
puts). A more effective provi-
sion of extension services and
technology transfer was ac-
corded greater importance.

Other policy instruments in-
troduced included the use of
tariffs to promote agricultural
exports and discourage non-
essential imports (particularly
raw materials that can be
sourced locally); more
favourable fiscal and monetary
policy instruments such as tax
relief and credit guidelines for
the agricultural and industrial
sectors and general improve-
ment in the investment climate
in Nigeria to attract foreign
investors. An additional mea-
sure adopted in 1994 is the
direct allocation of foreign ex-
change to agriculture (10 per
cent) and industry (50per cent).
Apart from macro-economic
policies of a general nature,
govermnment put in place spe-
cific credit facilitating mea-
sures for both sectors.

Credit Policy Measures

The main objectives of gov-
emment agricultural credit po-
lices overthe years, as reflected
in successive National Devel-
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opment Plans and other official
documents, are : (i) to facilitate
the flow of credit to farmers to
enable them adopt improved
farming techniques; (ii) to in-
temalize some activities in in-
formal credit markets to
minimise exploitation of farm-
ers while sourcing credit; (iii) to
ensure flow of adequate funds
from banks and other financial
institutions and (iv) to assist
banks to aggressively support
agriculture through minimiza-
tion of some risks and moderate
costs involved in lending. The
agro-industrial credit policy ob-
jectives are similar to those for
agriculture.

The major agricultural and
agro-based industrial financing
policy measures designed to
attain the stated objectives can
be classified into three catego-
ries, viz: credit allocation and
control policies, development
of specialised financial institu-
tions to enhance lending and
policies establishing special
schemes and funds.

(a) Credit Allocation And
- Control Policies

Credit allocation and control
policies involverequiring banks
and other financial intermediar-
ies to support a particular devel-
opment activity. In order to
promote the growth of agricul-
tural and agro-based industrial
activities, the CBN, through its
Monetary Policy Circulars, has

usually directed commercial
and merchant banks to lend a
certain percentage of their loan
portfolio to farmers and agro-
industrialists.

In 1980, for instance, com-
mercial and merchant banks
were directed to lend a mini-
mum of 44 and 46 per cent of
their total loan portfolio to agri-
cultural production and manu-
facturing enterprises (including
agro-allied industries) respec-
tively. This quota rose to47 and
50 per cent in 1985 and 1990,
respectively. In 1994, commer-
cial and merchant banks are re-
quired to lend a minimum of 60
and 58 per cent of their total
loan portfolio to these two sec-
tors in view of the increased
priority given toagricultural and
industrial production. Failure
to comply with the guideline
attracts apenalty of forfeiture of
the amount in default which the
CBN transfers to the Nigerian
Agricultural and Cooperative
Bank, and the Nigerian Bank
for Commerce and Industry to
support their lending operations.

Another creditpolicy measure
is theregulation of interest rates.
Prior to interest rate deregula-
tion in 1987, lending to the pre-
ferred sectors was at conces-
sionary interest rates. In 1980,
for instance, the rate of lending
for the preferred sectors was
seven and a half per cent. By
1985, interest rate charged bor-
rowers for agricultural projects
ranged from 8 - 9 per cent com-

pared to the prevailing mini-
mum rediscount rate of 10 per
cent, while agro-industrial
lending rate was fixed at one
and half percentage point
above the minimum rediscount
rate. Between August, 1987
and December, 1993, except
for a brief official intervention
in 1991, banks were given a
free hand to determine their
deposit and lending rates ac-
cording to market conditions.
However, the minimum
rediscountrate (MRR) contin-
ued to be fixed by the CBN in
line with changes in overall
economic conditions. For in-
stance, the MRR which was
fixed at 15 per cent in August,
1987 wasreduced to 12.75 per
cent in December 1987 with
the objective of stimulating in-
vestment and growth in the
economy. Some measure of
regulation was introduced into
interest rate management in
1994. A ceiling of 21 per cent
per annum has been fixed for
lending.

Complementing credit ceil-
ing is the requirement that
a certain percentage of bank
loans be advanced to indig-
enous borrowers. The stipu-
lated minimum was 70 per cent
in 1980. Of this limit, not less
than 16 per cent was to be
reserved for small-scale enter-
prises wholly-owned by Nige-
rians leaving 54 per cent to
other indigenous borrowers.
This credit ceiling for small-
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scale enterprises was raised by
20.0 per cent in 1990. Banks
are also encouraged to acquire
equity inindustrial enterprises.

Inaddition, grace periods are
stipulated for loans to A gricul-
ture. It is one year for small-
scale peasant farmers growing
staples and seasonal cash
crops, such as grains, cotton
and groundnut and loans
granted for construction of on-
farm storage structures requir-
ing small capital outlay and
short period of construction;
for loans to farmers of cash
crops with relatively long ges-
tation periods suchas oil-palm,
rubber and cocoa plantations,
etc. For these the grace
period is five years; and for
large-scale ranching, the grace
period is seven years.

Rural banking has also been
promoted by Government in
order to encourage banking
habit nationwide and channel
funds into rural development,
with the introduction of the
Rural Banking Scheme in June
1977, in three phases. As at
June 1992, 765 of the 766
branches stipulated by the CBN
had been opened. Also, the
CBN stipulates that not less
than 50 per cent of the deposits
mobilized, from the rural ar-
eas is to be advanced as credit
to rural borrowers. Besides
differential reserve require-
ments have been linked to the
composition of commercial
and merchant banks’ portfo-

lios. Banks whose portfolio con-
form to the requirement of cer-
tain minimum percentage of
loans to the high priority areas
are allowed to maintain lower
cash or liquidity ratios than the
normal ratio.

(b) Establishment of
Specialised Financial
Institutions:

Govermnment also established
specialised financial institutions
to facilitate the flow of credit to
priority sectors of the economy.
Among such institutions are the
Nigerian Industrial Develop-
ment Bank (NIDB), the Nige-
rian A gricultural and Coopera-
tive Bank (NACB), the Nige-
rian Bank for Commerce and
Industry (NBCI), the Nigerian
Export-Import Bank (NEXIM)
and the People’s Bank.

(¢) Establishment of
Special Schemes and
Funds

Various schemes and funds
have also been established by
Govemment to supplement the
activities of specialised finan-
cial institutions in credit deliv-
ery. Among such schemes and
funds are the A gricultural Credit
Guarantee Scheme (AGGS), the
NigerianA gricultural Insurance
Company (NIC), the Small and
Medium Scale Enterprise
(SME) Loans Scheme and the

National Economic Recon-
struction Fund (NERFUND).

SECTION III

THE MAIN SOURCES OF
FINANCING OF AGRI-
CULTURAL AND AGRO-
BASED INDUSTRIAL EN-
TERPRISES IN NIGERIA

The establishment of devel-
opment banks and institutions
and special schemes and funds
was used by the Nigerian gov-
emmentto complement the ac-
tivities of commercial and mer-
chant banks in order to increase
the quantum of finance acces-
sible to the agricultural and
industrial sectors so asto stimu-
late growth and development
of the economy. Government
also undertook direct invest-
ments, especially in agricul-
ture. The lending activities of
these banks and schemes are
examined below:

(a) The commercial and
merchant banks have been the
traditional sources of institu-
tional lending in the Nigerian
financial system. They pro-
vide credit to agriculture and
manufacturing (which include
agro-allied industries) in line
with the credit policy prescrip-
tions outlined in the last sec-
tion.

Available statistics show that
total commercial bank credit
to the economy rose from
N6,349.1 million in 1980 to
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N44,568.6 million in 1993
Table 1. The share of agricul-
ture in this credit was N462.2
million and N10,753.0 million
or 7.2 and 24.1 per cent in 1980
and 1993, respectively. The
share of manufacturing in total
credit was N1,956.8 million and
N23,110.6 million or 30.8 and
51.8 per cent in 1980 and 1993,
respectively.

Merchant banks’ total credit
to the economy rose from
N712.0 million in 1981 to
N11,954.1 million in 1993. Of
this amount, the agriculturaland
manufacturing sectors took
N28.6 million and N304.2 mil-
lion or 4.0 and 42.7 per cent,
respectively in 1981. In 1993,
their respective shares were
N2,881.0 millionand N8,863.5
million or 24.1 and 74.1 per
cent.
(b) Specialised Lending
Institutions

The following specialised in-
stitutions were established spe-
cifically for the development of
the agricultural and industrial
sectors of the Nigerian economy.

1. The Nigerian Industrial
Development Bank

(NIDB)

The NIDB was set up in 1964
to provide medium and long-
term finance for industrial en-
terprises. The CBN and other
financial institutions, such as

the International Finance Cor-
poration (IFC) have continued
to provide loans to the NIDB to
finance industrial develop-
ments. NIDB'’s total disburse-
ments for various projects (in-
cluding agro-allied industries)
grew from 50.3 million in 1980
to N1,294.2 million in 1992
(Table 2).

2. The Nigerian Agricul-
tural and Cooperative
Bank (NACB)

Established in 1972, NACB'’s
major function is to provide
loans to agricultural enterprises.
The CBN is the second largest
source of funds tothe NACB for
its operations. These funds are
derived by the CBN from short-
falls from banks which fail to
comply with the guidelines on
minimum credit to the agricul-
tural sector.

The shortfalls are deposited
by the CBN in NACB’s account
for on-lending by NACB. In
1980, NACB disbursed the sum
of N28.6 million and by 1992
the amount disbursed rose to
N4,715.5 million, while the
number of projects financed rose
from 66 in 1980 to N436,526 in
1993 (Table 2).

3. The Nigerian Bank for
Commerce and Industry

Another specialised financial
institution which lends to in-
dustry is the NBCI. The NBCI

was established in 1973. Its
main function is to provide eq-
uity capital and medium and
long-term loans to indigenous
persons and bodies engaged in
industry and commerce. The
nature of NBCI’s operations
essentially makes it the apex
institution for small and me-
dium-scale (SME) enterprises.
NBClIs loans and equity in-
vestments in small businesses
have continued to be of im-
mense help in the development
of SMEs in the country. Be-
tween 1981 and 1993 NBCI
mvestedatotal sumof N4,081.7
million in small and medium-
scale enterprises.

The recently established
Peoples and Community Banks
are other financial institutions
that could make some contri-
butions to the agricultural and
agro-allied industries by na-
ture of their locations. In 1992
and 1993 loans and advances
to the agricultural and agro-
allied industries constituted
45.0 and 36.0 per cent of
Peoples Banks total loans and
advances while the Commu-
nity Banks have 33.1 and 27.5
per cent of their total loans and
advances to these sectors inthe
respective years.

The National Directorate of
Employment also extends
credit to the unemployed for
investment in agricultural and
cottage industries. Its target
audience includes school
leavers and other unemployed
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persons such as retrenched
workers.

(c) Other Specialised
Schemes and Funds

The government also estab-
lished schemes and Funds to
support agriculture and indus-
try.

‘(i) The Nigerian Agricul-
tural Insurance
Company (NAIC)

This was established in
December 1987 with the ob-
jective of providing insurance
cover for farmers against
natural disasters and otherrisks
associated with agricultural
activities. The existence of
NAIC has encouraged banks
to be more liberal in granting
credit to farmers. The CBN
stipulates guidelines to assist
NAIC’s operations, one of
which is the mandatory insur
ance cover on loans granted

by banks to the agricultural
sector under the Agricul-

tural Credit Guarantee Scheme.
Thenumber of insured farmers
grew from 1 in 198810 97,198
in 1992 with a total premium
of N83,579,900 against a

sum of N1,696,083,853. Cu-
mulative claims settled from
inception to 1992 amounted to

N69,668,350.

(i1) The Agricultural Credit
Guarantee Scheme
(AGGS)

The AGGS is an example of
schemes/funds set up by Gov-
emment to provide finance for
agricultural production. The
CBN initiated its establishment
in 1977. The scheme was de-
signed to encourage banks to
increase lending to the agricul-
tural sector by providing some
form of guarantee against risks
inherent in agricultural lending.
The extent of liability of the
Fund in respect of guaranteed
loans is 75 per cent of any bal-
ance after realisation of pledged
securities subject to a maximum
0f N100,000.00 to an individual
farmer and N1.0 mullion to a
cooperative society/corporate
body. The number and value of
loans guaranteed under the
scheme between 1980and 1993
stood at 180,782 and N975.1
million, respectively (Table 3
and 4). The cumulative claims
settled since inception stood
at 440 valued at N2,943.7 thou-
sand.

(iii) The Small and Medium-
Scale Enterprise (SME)
Apex Unit Loan Scheme

In order to further minimize
the continuous problem of dearth

of credit to SMEs and them a
veritable engine of growth, the

CBN and the Federal Ministry
of Finance, on behalf of the
Federal Govemment, negoti-
ated for and obtained a World
Bank loan for the SMEs. The
total projectcost is $451.8 mil-
lion of which the World Bnk
provided $270 million or 64
per cent. Entrepreneurs are.
expected to provide $79.7 mil- -
lion or Y9.2 per cent of the
project cost, while pasticipat-
ing banks (PBs) are expected
toprovide the balance of $66.1
million. The CBN established
the SME Apex Unit in the Bank
in 1990 to administerthe Credit
Components and other related
activities of the World Bank
loan to facilitate project
implentation. Total disburse-
ment under the scheme
amounted to $40.8 million for
143 beneficiaries as at end-
1992.

(iv) The National Economic
Reconstruction Fund
(NERFUND)

The NERFUND was set up
by the Federal Govemment in
1989, to provide medium and
long-term loans to SMEs, in
local and foreign currency. The
CBN contributed 100 million
to the fund. Since establish-
ment, in 1989 toend, 1992, the
NERFUND has approved 172
manufacturing projects, valued
at 1.8 billion. The fund has so
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far disbursed 176.8 million and
US $33.6million to 104 projects.
50 of the funded projects have
since commenced production.

(v) Government Direct
Investments

The Federal Government,
through its annual budgetary
aliocations, provides funds for
agricultural and industrial de-
velopment. The share of agri-
cultural and industrial sectors in
total capital allocation has been
varying over the years. The
share of agriculture has in-
creased from 4.9 per cent in
1980 to 18.0 per cent in 1981
and fluctuated downward to 2.4
per cent in 1992 before rising to
4.3 per cent in 1993. The share
of manufacturersrose from 17.9
per cent in 1980 to 22.1 in 981
and fluctuated downward to 1.4
per cent in 1992. ('Table 5).

SECTION IV

LESSONS OF EXPERI-
ENCE AND IMPLICATION
FOR POLICY

A close look at the available
data showed that both the com-
mercial and merchant banks
consistently lent short of pre-
scribed limits under the credit
allocation policy. Average
shorfalls in commercial bank
lending to agriculture, for in-
stance, ranged from 10 per cent

in 1980t029.3 per cent in 1993.
With regard to the specialised
lending institutions, the trend in
annual loan disbursement is
generally very discouraging.
Apart from the existence of a
wide divergence between ap-
provals and actual allocations,
they tended to rely mostly on
the fortunes of government
subvention for meeting their
operational requirements. How-
ever, it is observed that growth
in commercial and merchang
banks’ credit to agriculture was
most substantial in periods when
refinancing, guarantee and on-
lending schemes were in opera-
tion.

The results, so far, suggest that
credit policies have been rela-
tively inefficiently in influenc-
ing institutional lending and
borrowing behaviours of farm-
ers and agro-industrialists and
instimulating the growth of these
sectors. For instance, growth of
agricultural production aver-
aged 2.6 per cent in 1980 - 85
(Table 6), while industrial pro-
duction recorded a growth of
1.2 per cent in the same period.
Admittedly, growth of output in
these sectors does not depend
on the level of credit alone.
Fromthe borrower’s (i.e farmer
andagro-industrialists) perspec-
tive, credit policies have had
little impact on borowing
behaviour for several reasons.
Among them are cumbersome
procedures forloanapproval and

disbursements as well as de-
lays mostly associated with in-
stitutional rigidities. Related
to this is a high degree of vari-
ability of farm incomes, owing
to incessant crop failures or
losses through theft, fire and
other hazards for which no in-
surance cover is available.
Some of these factors have
heightenend the risk of bor-
rowing resulting in low repay-
ment rate. Other factors in-
clude the inherent tendency of
borrowers to divert “cheap”
credit to users other than those
for which it was intended.

Besides, since the inception
of SAP and the deregulation of
interestrates in 1987, the prob-
lem of accessibility to credit
by farmers and agro-industri-
alists has remained largely un-
resolved. This is mainly be-
cause returns to productive in-
vestments, given high borrow-
ing rates, are generally lower
than retumns to trading and this
dampens farmers’ demand for
credit.

Fromthe institutional lender’s
perspective, key factors which
militate against effectiveness
of credit policies include weak
base for agricultural credit sup-
ply, largely because of therela-
tive low profitability of agri-
cultural credit portfolios; po-
litical interference in the op-
erations of lending institutions,
which in most cases, under-
mines repayment performance;
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failure of most institutional
lenders to adapt their lending
practicestorural behaviourand
needs. Inparticular, their bank-
ing hours, and other demands,
such as minimum cash bal-
ances on account before loans
can be granted, and the insis-
tence on the provision of ad-
equate collateral render inef-
fective some credit policies,
especially at the rural level.

At the national level, credit
quota and allocation policies
have not significantly inspired
both borrowers and lenders
committed to investing in pri-
ority sectors of the economy.
Credit quota and allocation
policies have had in-built
weaknesses. These include
the ease with which credit for
agriculture has often been di-
verted to other uses owing to
fungibility, and the high cost
associated with monitoring the
use of funds lent to an indi-
vidual entrepreneur.

Another major factor res-
ponsible for the ineffective-
ness of credit policies is the
failure to integrate savings
mobilisation schemes into
credit programmes. This has
often created a serious bottle-
neck for financial institutions
in the management of loan port-
folios. Specifically, it denies
them access to the financial
transactions of the borrower,
and the institutions sometimes
depended on extensionservice

agents to determine the level of
credit worthiness of farmers. It
also makes the task of loan re-
covery difficult, a factor which
may be instrumental to the high
rate of loan delinquency among
beneficiaries (of specialised
lending schemes) who do
not participate in savings
moblisation schemes. The for-
mal credit institutions tended to
locate their branches at urban
centres. While this situation has
been convenient for urban
entrepreneurs, rural borrowers
have been incurring high com-
muting and transaction costs in
the process of meeting require-
ments for loan approvals and
disbursements.

SECTION V

SUMMARY AND
CONCLUSION

The paper has reviewed the
role and objectives of agricul-
tural and agro-industrial devel-
opment in Nigeria and the ma-
jor policy measures designed to
achieve the stated objectives.
An appraisal of government
credit policies, instruments and
institutions aimed at increasing
the flow of resources to the ag-
ricultural and agro-industrial
sectors in order to stimulate
growth and development of the
economy, was also carried out.
These include the credit alloca-
tion and control policies such as

the credit quota and portfolio
ceiling, interestrate and grace
periods stipulated for loans to
agriculture, etc. The main
sources of formal credit to ag-
riculture and agro industries,
such as the commercial and
merchant banks, the
specialised institutions (the Ni-
gerianIndustrial Development
Bank (NIDB), the Nigerian
Agricultural and Cooperative
Bank (NACB), the Nigerian
Bank for Commerce and In-
dustry (NBCI), as well as
specialised schemes and funds
(Agricultural Credit Guaran-
tee Scheme Fund (ACGSF),
the National Economic Re-
construction Fund
(NERFUND) and the Small
and Medium-scale Enterprise
(SME) Apex Unit Loan
Scheme) were also covered.
Other more recent
programmes such as the
Peoples Bank, Community
Banks and the Nigerian Agri-
cultural Insurance Corporation
were discussed.

The major conclusion is that
credit policies have played
very little role in influencing
output in the agricultural and
agro-industrial sectors owing
to a number of problems,
prominent among which are
the high risk of these enter-
prises which has limited their
access to credit and the con-
centration of credit institutions
in urban centres for the ben-
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efit of elites. Thus, there is the
need to re-examine the overall
objectives of agricultural and
agro-industrial credit policies,
largely because, it will be erro-
neous to infer that finance can-
not be tailored to play a greater
role in agricultural and agro-
industrial development. In or-
dertomake credit policies work,
concerted efforts must be made
to tackle the problems faced by
lenders, borrowers and those
arising from defective policy
framework.

There is need for further re-
form of credit polices away from
quotas and credit rationing.
Savings mobilisation and all
other financial services must

be made a complementary part
of rural financial markets.

There is also the need to re-
duce the financial risks in ag-
ricultural production ventures.
Policies should stress the role
of formal insurance in
minimising risks. Farmers
shouldbe encouraged toadopt
viable technologies for yield
improvements and output ex-
pansion. The provision of ru-
ral infrastructures such as
roads, storage, processing and
marketing facilities should be
accorded high priority.

As part of their corporate
policies, lending institutions
should adopt suitable finan-
cial technologies. Dynamic

and innovative strategies such
as provision of mobile bank-
ing services at times and
hours convenient to the farm-
ers for instance may be more
effective in reaching the tar-
get group. The banks may
also need to strengthen their
administrative capacity for
agricultural and agro-
industiral credit purvey. Also,
at the farm level, farmers’
credit demand should be
based on the need to make
incremental mvestimentsoas
to guarantee repayment abil-
ity. There is also the need for
borrowers to improve their
poor attitude towards loan re-

payments.
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TABLE 1
LOANS AND ADVANCES TO AGRICULTURE AND MANUFACTURING SECTIONS BY COMMERCAL AND MERCHANT BANKS 1900 - 1998
(N MILLION)
1980 1981 1982 1983 1984 1988 1986 1987 1988 1989 1990 1991 1992 1993

Commercial Banks

Total 6,349.1 8,582.9 10,275.3 11,093.9 11,503.6 12,170.2 15,701.6 17,531.2 19,561.2 22,008.0 26,000.1 32,9124 40,731.6 44,568.6

Agric. 462.2 590.6 786.6 940.4 1,052.1 1,310.2 1,830.3 2,427.1 3.470.5 3,470.5 4,221.4 5,012.7 6,978.9 10,753.0

Manufacturing 1,956.8 2,659.8 3,037.6 3,053.1 3,083.5 3,232.5 4,475.2 4,961.2 6,078.0, 6,671.1 7,883.7 10,911.3 15,403.9 23,110.6
Growth in Total . 35.2 19.7 10.0 4.0 5.8 29 1.7 11.0 8.5 18.1 26.6 238 9.4
Growth in Agric. . 27.7 33.2 19:6 11.9 24.5 39.7 326 26.4 13.2 21.6 18.7 39.2 54.
Growth in Manuf. - 329 14.2 0.05 1.0 4.8 384 10.9 22.5 9.8 18.2 384 41.2 50.0
Shares of Agric. 7.2 6.8 1.7 8.5 9.1 10.8 1.7 13.8 15.7 15.8 16.2 15.2 17.1 4.1
Shares of Manuf. 30.8 no 29.6 27.5 26.8 26.6 28.5 28.3 311 30.3 30.3 33.2 37.8 51.9
Prescrited for Agric. 8 8 8 10 10 12 15 15 15 15 15 15 15 15
Prescribed for Mandf. 36 36 36 36 36 35 44 35 35 35 35 35 35 35
Merchant Banks

Total - 712.0 1,026.8 1,185.5 1,685.8 1,802.9 2,771.5 4,165.8 4,289.8 5,668.2 7,366.8 10,714.3 14,068.3 11,954.1

Agric. - 28.6 40.1 54.5 79.3 120.2 2118 327.7 576.5 815.1 1,053.6 1,341.8 1,595.6 2,881.0

Manufacturing - 304.2 427.6 484.3 529.6 576.8 1,009.8 1,570.4 1,908.7 2,520.5 3,091.4 4,543.1 5,777.4 8,863.5
Growth in Total - - 44.2 15.5 2.2 6.9 53.7 50.3 3.0 321 30.0 45.4 31.3 -15.0
Growth in Agric. - - 40.2 359 45.5 51.6 76.2 54.7 75.9 41.4 29.3 27.3 18.9 80.6
Growth in Manuf. - - 40.6 13.3 9.3 8.9 75.1 55.5 215 321 2.7 47.0 27.2 53.4
Shares of Agric. - 4.0 39 4.6 4.7 6.7 1.6 7.9 134 14.2 14.5 12.5 1+3 4.1
Shares of Manuf. - 42.7 41.6 40.9 314 320 36.4 37.7 4.5 4.5 42.0 42.4 41.1 74.1
Prescribed for Agric. 5 5 5 s s 6 8 10 10 10 10 10 10 10
Prescribed for Manuf. 41 41 41 41 4) 41 56 40 40 40 40 40 40 40

Source: Central Bank of Nigeria, Lagos.




TABLE 2

LOANS AND ADVANCES BY DEVELOPMENT BANKS TO AGRICULTURE AND INDUSTRY 1960 - 1993

(N’ MILLION)
1980 1981 1982 1983 1984 1988 1986 1987 1988 1989 1990 1991 1992 1993
(1) Nigerian Agric.
and Cooperative
Bank (NACB)
- Approvals 4“3 105.9 61.6 18.2 32.0 - - - - . 2,291.8 807.0 4,060.6 .
- Disbursement 28.6 7.1 63.4 22.5 24.0 318.7 327.0 320.0 431.0 412.5 1,657.3 361.5 3,234.2 4,715.5
- No of Projects 66 543 618 1,552 729 9,230 9,536 28,153 31,109 31,068 - - 203,036 436,526
. Trend in
Disbursement - 146.9 -10.8 64.5 6.6 1,227.9 2.6 -2 347 4.3 301.8 -78.2 794.7 45.8
2) Nigerian lindustriel
Developenent Bank
(NIDB)
. Total Disbursement 50.3 82.2 423 38.5 16.5 64.9 75.4 391.5 168.0 235.1 220.8 353 1,294.2 635.1
- Dishursement to 34.0 20.2 28.8 18.3 6.5 15.5 18.4 20.8 1.9 10.3 214.0 341.7 1,355.6 -
Rural Sccior
- Trend in -40.6 42.6 -36.5 -64.5 138.5 18.7 13.0 -42.8 -13.4 1,977.7 59.7 296.7 -
Disburseinert to
Rwral Sector
- Rutio of 68.2 24.6 68.1 47.5 394 239 244 53 7.4 44 96.9 96.8 104.7 -
Disbursement to
Rural Sector
3 Nigerin Bank for
Commerce and
Industries (NBCD)
- Approvals - 55.5 29.9 224 0.80 3.6 254 117.8 143.8 189.7 - - - -
- Disbursements - 12.7 27.2 319 6.86 10.0 4].1 133.6 175.5 392.2 239.1 472.3 777.6 1,761.6
- Trend in - - 114.2 17.3 -78.5 45.8 ino 225.1 314 123.5 39.0 97.5 64.6 126.5
Disbursemems
- Ratio of - 229 91.0 142.4 857.5 277.8 161.8 113.4 122.0 - - . - -
Disbursemens
- Total Disbursencm 78.9 166.0 132.9 92.9 47.36 393.6 443.5 845.1 774.5 1,039.8 2,117.2 1,186.8 5.306.0 7,412.2
by Developmem
Banka
Growth Rate (%) - 110.4 -19.9 -30.1 -49.02 731.1 12.7 90.6 -8.4 343 103.6 -43.9 3471 34.0

Sources: NACB; NIDB; NBCI and CBN Statistical Bulletin.
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TABLE 3

OPERATIONS OF AGRICULTURAL CREDIT GUARANTEE SCHEME FUND (ACGSF)
(Number of Loans Guaranteed by Purpose)

LIVE - STOCK FOOD CROPS CASH CROPS
Your Poukry Cattle Shoep Other Toal Fishery Mixed Oraing Roots Towl ol Rubber Cocon Cotion Ground- Tetal Ovurs Towl

Live- Live- Farming & Food Palm na Cash

Kock Sock Tubers Crope Crope
1980 234 13 . 16 263 - 12 403 69 472 . - - - - - 198 945
1981 246 17 - 12 275 - 30 546 156 702 5 2 s 46 49 107 181 1,295
1982 269 47 - 4 320 2 5 478 180 658 4 - 2 9 7 22 69 1,076
1983 254 94 - 11 359 3 20 492 244 736 3 - 5 19 23 50 165 1,333
1984 207 314 - 15 536 5 5 669 139 808 2 i 5 6 16 30 258 1,642
1985 181 512 . 63 756 12 18 1,718 194 1,909 15 2 4 3 12 36 606 3,337
1986 338 kX1 - 46 1S 16 20 3,649 555 4,204 9 I 6 26 148 190 58 5,203
1987 5§78 285 . 142 1,005 103 14 10.377 3,297 13,674 20 I 182 281 543 1,027 386 16,209
1988 331 342 18 155 866 262 415 16,623 4,803 21.426 13 1 359 532 401 1.306 263 24,538
1989 179 195 68 98 540 465 19 20,943 8,726 29,669 13 10 762 851 832 2,473 1,352 34,512
1990 148 147 61 71 427 826 ! 20.362 6,834 27,196 3 - 128 199 690 1,020 1,234 30,704
1991 102 332 26 49 509 251 1 15,299 4,021 19,320 7 1 126 317 526 977 956 22,454
1992 76 100 216 40 432 113 2 16,825 3,242 20,067 7 15 192 496 438 1,148 692 22,454
1993 56 330 1 2 389 68 - 11,080 3,023 14,103 22 1 103 65 198 389 565 15.514

Source: Central Bank of Nigeria.
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TABLE 4

OPERATIONS OF AGRICULTURAL CREDIT GUARANTEE SCHEME FUND (ACGSF)
(Value of Loans Guaranteed by Purpose) (M° 000)

LIVE - STOCK FOOD CROPS CASH CROPS
Year Poultry Catlle Sheep Other Toul Fishery Mixed Oraine Roots Towl o Rubber Cocon Cotion Ground- Tl Others Toul

Live- Live- Farming & Food Palm o Cash

Sock Sock Tubers Crops Crops
1980 19.536.3 346.9 1.181.6 21.064.8 2.761.3 3.746.3 1.430.0 5.176.3 1.942.6 30.945.0
1981 20.802.9 3.297.4 1.047.2 25.147.5 11284 6.085.9 1.358.8 7.444.7 39.0 63.7 20.3 128.8 480.9 1.032.7 889.1 35.642.4
1962 20.345.1 4468 1.044.0 21.835.9 39.6 ny 4,920.5 785.9 5.706.4 196.5 7.0 5.0 120 80.5 3588 31.763.9
1983 20.167.4 %77 1.034.6 21.789.7 1.§75.0 1.99.6 5.858.1 23445 8.202.6 7.2 926 109.6 $5.6 334.0 2.407.6 36.307.5
1984 10.702.1 219.6 194.8 11.816.5 826.0 1.405.9 3.378.9 218 3.606.4 0.0 18.0 831 21.0 87.9 20.0 6.720.1 24.654.9
1985 11.365.1 1.516.7 1.276.7 14.158.5 718.1 3.251.4 10.317.8 2.180.2 12.498.0 | 11543 775.0 8.2 4.9 71.8 2.081.2 11.536.4 H.234.6
1986 20.535.8 3.102.9 2.165.7 25.804.4 1.644.7 3.902.2 31.051.7 2.353.6 33,405.3 252.0 1.000.9 2.8 5.6 605.2 21123 1.548.5 68.417.4
1987 21.07.7 4.368.1 3.941.1 29.387.9 4.526.3 2.102.0 43,4125 13.494.1 $6.906.6 | 27245 6.0 1.206.6 1.597.1 1.569.8 7.162.0 2.067.7 102,152
1988 10.848.5 3.622.8 6.0 3.563.4 18.480.4 1.536.8 3.199.1 62.252.8 15.697.4 77.049.9 701.0 8.1 1.282.7 6.871.0 3.287.4 12.150.2 2.294.6 118.611.0
1989 4.678.7 2.230.8 239.9 78.2 7.874.6 4.538.7 .7 69.005.6 31.007.5 100,003, | 1.062.0 20.0 2.676.5 5,279.8 17248 10.772.8 5.873.4 129.300.3
1990 3.927.1 13343 193.8 312.0 4.967.2 3.900.7 1.000.0 58,0714 21.798.2 9.869.6 175.0 $15.3 1.453.0 1.882.3 1.085.6 46713 98.494.4
1991 4.559.7 2.532.5 .0 25,7 7.4%6.9 1.698.2 $4.0 50.531.9 |>4.-uz.9 64,9448 16.0 3.7 ST8.5 2.736.0 1.273.8 4,708.0 3,285.5 82.107.4
1992 4.022.7 801.5 806.4 £25.5 6,056.1 1.038.1 400.0 64,380.5 11.880.2 76.260.7 243.0 45.0 902.0 2.500.7 1.293.8 4,984.5 3.203.4 91,953.1
1993 3.319.3 2.076.§ 5.0, 105.0 5.508.8 4280 $6.632.4 13.619.6 70.252.0 160.0 5. $78.0 398.0 815.4 1.956.9 2.703.1 80.845.8

Source: Central Bank of Nigeria.
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TABLE 7
NIGERIA’S GROSS DOMESTIC PRODUCT AT 1984 FACTOR COST, 1980 - 1993
(N’ BILLION)
1960 1981 1982 1963 1984 1988 1986 1987 1988 1989 1990 1991 1992 1998
Annumj Tow) G
inp
‘g 2 70.4 70.2 66.4 6.0 8.9 " 70.7 7.8 83.8 90.3 943 9%.4 100.84
Agncuee
Mans 4.8 2.1 2.0 ns 2.8 30.4 2.4 323 338 35.3 36.7 37.9 38.42
h 'Hlluaurm,;
a 7.0 1.9 LX] 1.9 £9 5.7 6.0 6.7 6.8 7.4 8.05 8.26 8.58
ol Growtly e
Toml (ipp o
e 3.8 0.3 5.4 -5.1 9.4 3.2 0.6 10.0 7.3 8.1 4.7 IR 2.8
° ure
Mamg 2.4 0.4 1.8 16.8 9.3 3.3 9.9 4.6 4.4 4.0 3.3 1.4
*cturing
12,9 -30.4 10.9 204 3.4 5.3 1.7 1.5 8.8 88 2.6 3.5
* Shere i Towl Gityp o,
Agiculuge
Meng us 35.8 3.7 37.8 40.3 2.8 1.6 41.5 20.$ 9.1 8.8 38.8 38.1
U octuring
\1‘ 9.9 1.3 8.3 18 8.6 8.0 8.5 8.6 8.1 8.2 8.5 8.4 8.8

Sources:
* Federa}
Office of Statistica (FOS), Lagos, National Planning Commission.
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