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REVIEW OF POLICY AI\D DEVELOPMENTAL
OBJECTIVES IN AGRICULTTIRAL AI\D

AGRO.BASED IhIDUSTRIAL FINAhICING

G.O. Evbuomwan
Principal Economist

INTRODUCTION

L o**iog 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 inNigeria,like in
other developurg economies,
is that ofmodemization. It is a
problem of how best to provide
andmake use of an increasing
efficiency of biological, chemi-
cal and mechanical means of
production, processing, storage
and rrarketing. But the avail-
ability of these improved tech-
nologies alone cannot guaran-

E.U. Ukeje
Principal Economist

tee the modernization process if
the entrepreneur does not have

the mears to adoptthem; therein
lies the relevance of finance.
Thus, the financing of agricul-
tmal and agro-based industries
by either the private or pubic
sector is an important contribu-
tion to efforts aimed at fostering
growttr since it could accelerate

the pace of productivity in-
crease. Inthe context ofthe role
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 deve lopment pro-
cess since the agriculhlal sec-

F.A. Afelumo
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tor hes the potential of boost-
ing inftEtrial development and

vice-versa. The urge to foster
grourlh of the economy has

often coryelled the Nigerian
Government to intervene, es-

pecially with respect to the

stipulation of credit guidelines.
The primary objective of ftis

paper is to review and appraise

the role of govemment credit
policies in the development of
agriculture and agro-bas ed 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
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policy measures designed to
achieve stated agricultural and
agre industial development ob
jectives. The major sources of
financing and institutions es-

tablished to sr.pport agricultural
and agro-based industries are

appraised in Section III, while
Section [V 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 TIIB
OBJECTIVES OF AGRI-
CULTURAL AND AGRO-
INDUSTRIAL
DEVELOPMENT IN
NIGERIA

The Role of Agriculture in
Economic Development

Theconsensus in literatrne is
that increased agricultural pro-
ductivity is a vital pre-requisite
forrapid economic grourttr and

development. Among the roles
conventionally ascribed to the
agricultural sector in a growing
econqny are those oft
(i) providing adequate food

for an increasing popula-
tion;

(ii) zupplying raw materials
to a growing industrial sec-
tor;

(iii) constituting the major
source of emplolment;

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

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

In Nigeria, agriculture has tra-
ditionally been described as the
'tnainstay'' ofthe economy. The
follcruring are th specific ob-
j ectives of agricultual policies :

(i) attainment of self-suffi-
ciency in basic food iterns,
particularly commodities
which confllme consider-
able shares of Nigeria's
foreign exchange.

(ii) increased production of
agricultural raw materials
to meet the growing needs

of an expanding industrial
sector;

(iii) increased export earnings,
entranced by firther pro-
6ss5 ing of agricultural pro-
dnce and adding of value;

(iv) modernization of agricul-
tural production, process-

ing, storage and distribu-
tion tlnougt 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
emp lolment opportunities
by engagi4g in firther

improvement and main-
tenance of rural
infrastmctural facilities ;

(vi) irrprovement in the qual-
ity oflife ofnrral drvellers
through the provision of
social amenities such as

potable water and im-
proved health and educa-

tional facilities; and
(vii) continuous protection of

agricultural landresources
from drought, desert en-
croachment, soil erosion
and flood-

Obj ectives of Agro-based
Industrial Development

Agrobased industries in Ni-
geria can be categorised
broadly into trvo. First, there
ale the large- scale agreallied
indus tries such as textile, brew-
ery, flour, soap, ilgirf, sawmill
and plywood, leatherand feed
manufacturing industries
which depend, to a large ex-
tent, on primary agricultural
commodities as major inputs.
Second, there are agro-proces s-

ing industries, which transform
primary agricrrltural commodi-
ties into preservable and mar-
ketable forms. In this goup
are the rice milling, cassava

processing, grains/flor:r mill-
ing, cocoa processing and
vegetable oil milling, among
others.

The agro-based industrial
policy of the courty is derived
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frm the overall indstrial
development policy. Specifi-
cally, its objectives are to: (i)
provide greater emplolment
opportunities; (ii) increase
private sector participation
in the manufacturing sector
among others. The specilic
objectives of the industrial
sector policies, rmder which
the agro-based industries are

classified, are not s ignificantly
different frm those for the
agricultural sector. To a large
degree, tbe objectives for both
sectors seem to be mrfrually
re-enforcing.

Various strategies wene em-
barked upon to facilitate the
attainment of, these obj ectives.
With respect to agro-indus-
tries, some of these were to
impr,ove the inveshe,nt climate
ad provide facilities for credit
delivery. In the case of the
agricultrual sectff, the shate-
gies adopted inchde ecologi-
cal specialisation in crops,
livestock and forestry produc-
tion; encouragrng aU scales

of production, procurement
and distrih.ilion of relevant
agricultnral iryrs and expan-
sion and rationalisation of the
various supptrt services
rendered by governrcnt.

SECTION II

SOME MAJOR POLICY
MEASURES FOR THE
DEVELOPMENT OT'

AGRICULTURAL AND
AGRO.BASED INDUS.
TRIES

Agricultural and agro-based
industrial development policies,
strategies and prograrnmes in
Nigeria have undergone many
changes since independence.
These changes were, inthe main,
a reflection of changes in gov-
emment philosophy on tlre best
approach to economic develop-
ment, while the philosophical
changes were inthemselves of-
ten brought about by changes in
government and the economic
fortures of the nation. For in-
stance, by the mid-1970s,
emboldened by considerably
increased revenue from petro-
letun, the Federal Govemment
assumed increasing responsi-
bilities for agricultr:ral develop-
ment. There was widespread
intervention of govemment in
agricultural production, input
supply and rnarketing. In addi-
tion, govemment also adopted
credit controls and other
allocative policies in favour of
agriculture. Development in-
stitutions, special prognunmes
and projects were launched dur-
ing this period. By the mid-
1980s, owing to drrindling oil
revenues, a n€w govemment
philosophy emerged with the
inhoduction of the Stnrctural
Adj ustnent Prqgramme ( SAP).
This involves min imal adminis-
trative control of economic

activities, wider scope forpri-
vate sector initiatives and
greater emphasis on economic
self-suffrciency and self-reli-
arrce. Emphasis shifted to of
market determination of agri-
cultural prices, (with selective
use of subsidies on farrn in-
puts). A more effective provi-
sion of extension services and
technolory transfer was ac-
conded greater importhnce.

Other policy instnunents in-
troduced included the use of
tariffs to lxomote agricultrral
exports and discourage non-
essential imports (particularly
raw materials that can be
sourced locally); more
favor:rab le fiscal and monetary
policy instnrnents zuch as tax
relief and credit guidelines for
the agricultural and industrial
sectors and general improve-
ment in the investrnent climate
in Nigeria to at[act foreign
investors. An additional rca-
sure adopted in 1994 is the
direct allocation of foreign ex-
ctrange to agricultrne (10 per
oenQ and industry (50 per cent).
AEart from macro-economic
policies of a general natuie,
govemment put in place spe-

cific credit facilitating mea-
sures for bo,th sectors.

Credit Policy Measrues

The main objectives of gov-
ernment agricultrual credit po-
lices overthe years, as reflected
in zuccessive National Devel-
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opment Plans and other official
doctunents, are : (i) to facilitate
the flow of credit to farmers to
enable them adopt improved
faming techniques; (ii) to in-
temalize some activities in in-
formal credit markets to
minimise exploitation of falm-
ers while sourcing credit; (iii) to
ensure flour of adequate funds
from bad<s and other financial
institr.tions and (iv) to assist

banl<s to aggressively stlpport
agriculnre through minimiza-
tion of some risks and moderate

costs involved in lending. The

agro-industrial credit policy ob
jectives are similarto those for
agriculture.

The major agricultural and

agro-bas ed industrial f fumnc ing
policy measures designed to
attain the stated objectives can

be classified into three catego-

ies, viz: credit allocation and

control policies, development
of specialised financial instittt-
tions to enhance lending and
policies establishing special
schemes and firnds.

(a) Credit Allocation And
Control Policies

I

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

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

industrialists.
In 1980, for instance, com-

mercial and merchant banks

wer€ directed to lend a mini-
mum of 44 and 46 per cent of
their total loan portfolio to agn-
culnrral production and manu-
facturing enterpris es ( inc luding
agroallied industries) respec-

tively. This quota rose to47 and

50 per cent in 1985 and 1990,

respectively. In 199 4, colnmer-
cial and merchant banks are re-
quired to lend a minimtrm of 60
and 58 per cent of their total
loan portfolio to these two sec-

tors in view of the increased
priority given to agricultrral and

industrial production Faihrre

to comply with the guideline
athacts a penalty of forfeiture of
the amormt in default which the
CBN transfers to the Nigerian
Agricultural and Cooperative
Banh and the Nigerian Bank
for Commerce and Industy to
$pport ft eir lending operations.

Another credit policy measure

is the regulation of interest rates.

Prior to interest rate deregula-
tion in 1987 ,lending to the pre-
ferred sectors was at conces-
sionary interest rates. IJo 1980,

for instance, the rate of lending
for the prefered sectors was
seven and a half per cent. By
I 985, interest rate charged bor-
rowers for agricultr:ral projects
ranged from 8 - 9 per cent com-

pared to the prevailing mini-
mum rediscount rate of I 0 per
cent, while agro-indusrial
lending rate was fixed at one

and half percentage point
above the minimrm rediscotmt

rate. Between August, 1987

and December, 1993, except
for a brief offrc ial intervention
in 1991, banls were grven a
free hand to determine their
deposit and lending rates ac-

cording to market conditions.
However, the minimum
rediscotmt rate (MRR) contin-
ued to be fxed by the CBN in
line with sfuanges in overall
economic conditions. For in-
stance, the MRR which was

fxed at 15 per cent inAugust,
1987 was reduced to 12.7 5 per

cent in December 1987 with
the objective of stimulating in-
vestnent and growth in the

economy. Some measure of
regulation was introduced into
interest rate management in
1994. A ceiling of 2l percent
per annum has been fixed for
lending.

Complementing credit ceil-
irrg is the requirement that
a certain percentage of bank
loans be advanced to iodig-
enous borrowers. The stipu-
lated minimrur was 70 per cent
in 1980. Of this limit, not less

ttran 16 per cent was to be

reserved for small-scale enter-
prises wholly-oumed by Nige-
liens 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 encouragedto acquire
equity in industrial enterpris es .

Inaddition, grace periods are

stipulated for loans toAgricul-
ture. It is one year for small-
scale peasant farmers growing
staples and seasonal cash
crops, such as grairs, cotton
and groundnut and loans
granted for constrrction of on-
farm storage stmctures requir-
ing small capital outlay and
short period of constnrction;
for loans to farmers of cash
crops withrelatively long ges-
tation periods such as 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.

Rual banking has also been
promoted by Govemment in
order to encotuage banking
habit nationwide and charurel

fimds into mral development,
with the introduction of the
Rural Banking Scheme in Jr:ne

1977, in three phases. As at

Jnne 1992, 765 of the 766
branches stipulated by the CBN
had been opened. Also, the

CBN stipulates that not less

than 50 percentofthe deposits
mobilized, from the nual ar-
eas is to be advanced as credit
to nrral borrowers. Besides
differential reserve require-
ments have been linked to the
composition of commercial
and merchant banks' portfo-

lios. Banks wtrose portfolio con-
form to the requirement of cer-
tain minimum percentage of
loans to the high priority areas

are allowed to maintain lower
cashor liquidity ratios than the
normal ratio.

O) Establishment of
Specialised Financial
Institutions:

Govemment 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 Agricultural 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.

(c) Establishment of
Special Schemes and
Funds

Various schemes and fimds
have also been established by
Government to supplement the
activities of specialised finan-
cial institutions in credit deliv-
ery. Among such schemes and
fimds are theAgricultural Credit
Guarantee Scheme (AGGS), the
N igerianA gricultural hrs urance
Company (NIC), the Small and
Medium Scale Enterprise
(St\C) Loans Scheme and the

National Economic Recon-
stnrction Frurd (NERFUND).

SECTION III

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

The establishment of devel-
opment banl6 and institutions
and special schemes and fimds
was used by the Nigeriangov-
emment to complement the ac-
tivities of commercial and mer-
chant banks in orderto increase
the quantum of finance acces-

sible to the agricultural and
industrial sectors so as to stimu-
late growth and development
of the economy. Govemment
also undertook direct invest-
ments, especially in agricul-
tr-ue. 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 systern They pro-
vide credit to agricultr-ue 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

I
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N44,568.6 million in 1993
Table 1. The share of agricul-
trne in this credit was N462.2
million and N10,753.0 million
or 7 .2 and24.l per cent in I 980
and 1993, respectively. The
share of manufacturing in total
credit was N I ,95 6. 8 million and
N23,110.6 million or 30.8 and
51.8 per cent in I 980 and 1993,
respectively.

Merchant banks' total credit
to the economy rose from
N712.0 million in 1981 to
Nll,954.l million in 1993. Of
this amount, the agricultural and
manufact*irg sectors took
N28.6 million and N3(X.2 mil-
lion or 4.0 and 42.7 per cent,
respectively ir, 1981. In 1993,
their respective shares were
N2,881.0 million and N8,863.5
million or 24.1 and 74.1 per
cent.

O) Specialised Lending
Institutions

The following specialised in-
stitutions were established 

"p"-cifically for the development of
the agricultural and industrial
sectors of ihe N igerian economy.

l. The Nigerian Industrial
Development Bank
(NrDB)

The NIDB was set up in 9A
to provide medirm and long-
tem finance for industrial en-
terprises. The CBN and other
financial in^stitutions, zuch as

the International Finance Cor-
poration (FC) have continued
toprovide loans totheNIDB to
finance industrial develop-
ments. NIDB's total disbr:rse-
ments for various projects (in-
cluding agro-allied industries)
grew from 50.3 million in 1980
to Nl ,294.2 million in 1992
(table 2).

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

Establishe d n |972,NACB's
major function is to provide
loans to agricultural enterprises.
The CBN is the second largest
source of funds to the NACB for
its operations. These firnds are
derived by the CBN from short-
falls from banl6 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-lendirg by NACB. In
1980, NACB disbrnsedthe sum
of N28.6 million and by 1992
the amount disbursed rose to
N4,715.5 million, while the
nrrnber of proj e cts fi nanced rose
from 66 in 1980 to N436,526 n
1993 (Table2).

3. The Nigerian Bank for
Commerce and Industry

Another specialis ed furanc ial
institution which lends to in-
dustry is the NBCI. The NBCI

was established in 1973. Its
main firnction is toprovide eq-

uity capital and meditrn and
long-term loans to indigenous
persons and bodies engaged in
industy and commerce. The
nahrre of NBCI's operations
essentially makes it the apex
institution for small and me-
dium- scale (SME) enterprises.
NBCIs loans and equity in-
vestnents in small businesses
have continued to be of im-
mense help in the development
of SMEs in the county. Be-
tween l98l and 1993 NBCI
invested a total surn ofN4,08 I . 7

million in small and medium-
scale enterprises.

The recently established
Peoples and Community Banls
are other financial institutions
ttrat could make some conti-
butions to the agricultural and
agro'allied industries by na-
hrre of their locations.Inl992
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 33.1and27.5
percent oftheirtotal loans and
advances tothese sectors inthe
respective years.

The National Directorate of
Employment also extends
credit to the unemployed for
investnent in agricultuial and
cottage industries. Its target
audience includes school
leavers and other unemployed 

I
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persons such as retrenched
workers.

(c) Other Specialised
Schemes and F\rnds

The govemment also estab.
lished schemes and Funds to
zupport agriculture and indus-
try-

(i) The Nigerien Agricul-
turst Insurence
Compeny (NAIC)

This was established in
December 1987 with the ob
jective of providing insr.nance

cover for farmers against
natural disasters and otlrer risks
associated with agricultural
activities. The existence of
NAIC has enconraged banks
to be more liberal in granting
credit to famers. The CBN
stipulates guidelines to assist
NAIC's operations, one of
which is tlre mandatory insur
ance cover on loans granted
by banls to the agricultural
sector nnder the Agricul-
tural Credit Cruarartee Scheme.

The mmber of ins rned farmers
grew from 1 in 1988 to 97,198
in 1992 with a total premium
of N83,579,9N against a

sum of Nl,696,083,853. Cu-
mulative claims settled from
inception to 1992 amormted to
N69,668,350.

(ii) The Agricultural Credit
Guarantee Scheme
(AGGS)

The AGGS is an example of
schemes/funds set up by Gov-
emment to provide finance for
agriculttual production. The
CBN initiated its establishment
n 1977. The scheme was de-
signed to encourage banks to
increase [6p,lingto fre agricul-
tural sector by providing sane
form of guarantec against risks
inherent in agricultnral lending.
The extent of liability of the
Fund in respect of guaranteed
loans is 75 per cent of any bal-
ance after realisation ofpledged
secr:rities subj ect to a maximum
of N 100,000.00 to an individual
farmer and Nl.0 million to a
cooperative society/corporate
body. Thenumber andvalue of
loans guaranteed under the
scheme between I 980 and I 993
stood at 180,782 and N975.1
million, respectively (Table 3

and 4). The cumr:lative 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 firrther minimize
the continuous prob lem of dearth

of credit to SMEs and them a

veritable engine of growth, the

CBN and the Federal Minis$
of Finance, on behalf of the
Federal Govemrnent, negoti-
ated for and obtained a World
Bank loan for the SMEs. The
total project cost is $45 I . 8 mil-
lion of which the World Bnk
provided S27O million or 64
per cent Entnepreneurs are
eryorpdto providc $7r.7 mil-
lim or 19.2 per cent of the
proied r,ost, while participat-
ing banks (PBr) arc tixpectcd
toprovi& the balance of$66.1
milliom. The CBN estebliehed
the SMEApexUnit inthe Bank
in I 990 to a&ninisterttre Credit
Corrponents and other related
activities of the World Bank
loan to facilitate project
irnplentation Total disbrnse-
ment under the scheme
arnountedto $40.8 million for
143 beneficiaries as at end-
1992.

(iv) The National Economic
Reconsfuuction 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 ftrnd. Since establish-
ment, in l989to end, 1992, tlre

NERFUND has approved 172

manufacnrring projects, valued
at 1.8 billion. The fund has so
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fardisbursed 176.8 million and
US $33.6million to 1 04 projects.
50 of the funded projects have
since cornmenced production.

(") Government Direct
Investments

The Federal Government,
ttnough its annual budgetary
aliocations, provides fi:nds for
agricultural and industrial de-
velopment. The share of agri-
cultural and industrial sectors in
total capital allocation has been
varying over the yeam. The
share of agriculture has in-
creased from 4.9 per cent in
1980 to 18.0 per cent in 1981

and fluchrated downw ard to 2.4
per cent n lggzbefore rising to
4.3 per cent in 1993. The share
ofmanufacturers rose from I 7.9
per cent in 1980 to22.1 in 981

and fluctuated downward to 1.4

per cent n 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 agriculhrre, for in-
stance, ranged from l0 per cent

in 1980 to 29.3per 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 ttrat growth
in commercial and merchang
banls'credit to agriculture was
most s ubstantial in periods when
refinancing, guarzntee and on-
lending schemes were in opera-
tion.
The results, so far, suggest that

credit policies have been rela-
tively inefficiently ir, influenc-
ing institutional lending and
borrowing behaviours of farm-
ers and agro-industrialists and
in stimulating the growth of these

sectors. For instance, growth of
agricultural production aver-
aged 2.6 per cent in 1980 - 85
(Table 6), while industial 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

and agro-industrialists ) perspec-
tive, credit policies have had
little impact on borowing
behaviour for several reasons.
Among them are cumbersome
procedures for loan approval 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 incessarrt crop failures or
losses through ttreft, fire and
other hazards for whi'ch 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
borowers to divert "cheap"
credit to users other tlran those
for which it was intended.
Besides, since the inception

of SAP and the deregulation of
interest rates 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-
vestrnents, given high borrow-
ing rates, are generally lower
than returns to trading andthis
dampens f;armers' demand for
credit.
From the institutional lender's

perspective, key factors which
militate against effectiveness
of credit policies include weak
base for agricultural credit sup-
ply, largely because ofthe rela-
tive low profitability of agri-
cultural credit portfolios; po-
litical interference in the op-
erations of lending institutions,
which in most cases, under-
mines rep ayment performance ;
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failure of mmt insthrional
lenders to adapt their lendiag
practioes to nral behaviourand
needs. Inprtiorlar, their bank-
ing horns, and other demands,
zuch as minimrrm cash bal-
ances on account before loans
can be granted, and the insis-
tence on the provisim of ad-
equate collateral render inef-
fective sorrc credit policies,
especially at the rural level.
At the natimal level, credit

quota and allocation policies
have not significantly inspircd
both borrowers and lenders
cmmitted to investing in pri-
trity sectors of the ecmomy.
Credit quota and allocation
policies have had in-built
weahesses. These include
the ease with which credit for
agriculture has often been di-
verted to other usss otrying to
frmgibility, ad the high cost
associated with monitoing the
rse of firnds lent to an indi-
vidual entrepneneur.

Another major factor res-
ponsible for the ineffective-
ness of credit policies is the
failure to integrate savings
mobilisation schemes into
credit prognmmes. This has

often created a serious bottle-
neck for financial institrrions
ip ft s mrn^gern€nt oflmn port-
folic. Specificall5 it denies
them access to tbe financial
fiansactions of the borrower,
ad tbe irtitrnims sometimes
dcpended m extension service

agents to determine the level of
cr€ditworthiness of farmers. It
also makes the task of loan re-
covery diffrcult, a factor which
may be irstmmental to the high
rate ofloan delinquency amoNrg

beneficiaries (of specialised
lending schemes) who do
not participate in savings
moblisation schemes. The for-
mal credit institrations tendedto
locate their bnanches at urban
centres. While this sinrationhas
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 &vel-
oprnent in Nigeria and the ma-
jo, policy measures des igned to
achieve the stated objectives.
An appraisal of govenament

credit policies, instnrmens and
instinrions aimed at increasing
the flow of resources to the ag-
ricultural and agro-industrial
sectots in order to stimulate
growttr and dwelopment of the
economy, was also carried out.
These inclu& the credit alloca-
tion and control policies such as

tb credit quota ard portfolio
ceiling, interest rate and gi:aren,

periods stiprlated for loans to
agriculture, etc. The main
sources of fomral credit to ag-

riculture and agro industries,
such as the commercial and
merchant banks, the
specialised instinrtions (the N i,
gerian Industrial Development
Bank (NIDB), the Nigerian
Agricultural ard Cooperative
Bank (NACB), ttre Nigerian
Bank for Commerce and In-
dus0ry (NBCI), as well as

specialised schemes and funds
(Agncultrral Credit Guaran-
tee Scheme Fud (ACGSF),
the National Economic Re-

construction Fund
(NERFUND) and the Small
and Mediurn-scale Enterprise
(SME) Apex Unit Loan
Scheme) were also covered.
Other more recent
programmes such as the
Peoples Bank, Community
Bad<s and the Nigerian Agi-
qrltural Ins uran@ Corporation
wene discussed.

The major conclusion is that
credit policies have played
very little role in influencing
output in the agriculnnal and
agroindustrial sectors owing
to a number of problems,
pnomirrcnt :rmong which are
the high risk of these enter-
prises which has limited their
access to credit and the con-
ce,ntation ofcredit instinniors
in urban centnes for ttre ben-



efit of elites. Thus, there is the
need to re-exrmine the overall
objectives of agricultural and
agro-industrial credit policies,
largely because, it will be eno-
neous to inferthat finance can-
notbe tailoredto play a greater
role in agricultural and agro-
industrial development. In or-
der to make credit polic ies wo,rk,

concerted efforts must be made
to tackle the problems faced by
lenders, borrowers and those
,rising from defective policy
framework

There is need for fiufher re-
form ofcredit polioes away from
quotas and credit rationing.
Savings mobilisation and all
other financial services must

be ma& a corylementary part
of rnral frnancial markets.
There is also the need to re-
duce the fmancial risks io 

"g-ricultural production ventures.

Policies should stress the role
of formal insurance in
minimising risks. Famers
should be encouraged to adopt
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 stategies zuch
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 gror.p. The banks may
also needto shengthen their
a&ninistrative capacity for
agricultural and agro-
industiral credit prmrey. Als o,

at the famr level, farmers'
credit demand should be
based on the need to make
incremental investiment so as

to guarantee repaynent abil-
ity. There is alsothe need for
borrowers to iurprove their
poor attitude towards loan re-
payments.
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