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ABSTRACT

This study was designed to investigate loan repayment amongst beneficianies of
the National Dhrectorate of Employment (N. D. E) Agncultural Programme m Ondo
State in order to know the repavment ability of the respondents.

To achieve this main objective, data were collected from one hundred and fifty
(150} randomly selected farmers under the N. D E. Agnicultural Programme. This
mciuded 75 school leaver Tarmers and 75 graduoate farmers. The graduate farmers were
further caiegonzed into 29 graduates of agnculture and 46 non-graduates of agnculiure.
Basic statistics, estimation procedures and test of hypothesis were employed in the
analysis

Based on the fndings, it s sugpested that preference should be EJ‘H..'TI o
graduates with relevant expenence in farming for parficipation in the N. D E
Agncultural programme.  In addition, the N. D, E. office should increase momtoring
and supervisiom of the beneficianies, regularly, to increase loan recovery rate.  Non-
gracduates of agncultural benclicianes should be given thorough prachical traiming
before their consideration for the agricultural loans,

Supportive services such as inputs procurement, storage facifites, transport
facihibies and market facilities should be provided and made available 1o farmers fo

improve their production
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CHAFPTER ONE
10 INTRODUCTION
i1 Historical Background of National Directorate of Employment (N. D. E.)

The charactenstic features of the Nigeria economy in the mid-eighties were,
slugmish growth rate, low capacity utilization, high inflabonary trend, balance of
payment cnsis, heavy external debt burden and high level of unemployment
particularly among the yvouth (N. D E., 1988). The high number of unemployed youths
was seen as being capable of leading 1o antisocial behaviours, such as cnme, fraud,
armed robbery and prostitution,

As a result, the Federal Government of Nigenia inihiated vanous programmes to
tackle this problem. Ome of these was the establishment of the National Directorate of
Employment in November 1986, The Direciorate was charged with the responsibility
of creating job opportumities and implementing other povernment programmes towards
solving imereasing unemployment in the country.

The activities of the Directorate were thus to be camied out through its stales’
Directorate and the Federal Capital Territory, Abuja,

The Directorate has since launched a number of programmes aimed at creating
empioyment opporiunities by providing training, finance and guidance to unemployed
graduates and non-graduates. These programmes include:

(1) The Youth Employment and Vocational Skill Development Programme.

Schemes under this are:
{a) National Open Apprenticeship Scheme (M. 0. A. 8.)

{b}  School On Wheel Scheme (5. OOW.)



fc)  Wasie-To-Wealth Scheme (W, T, W.)
(d) Resettlement Loan Scheme (R. L.5.)
{1} lhe Small-Scale Enterpnises and Graduale Employment Programme
Schemes under this are:
{a)  Graduate Loan Scheme
ithy  Mature Peoples Loan Scheme
ey Molorcycle Loan Scheme
tii}  The Special Public Works Programme and
iivy  The Agrnicultural Pragramme.  Scheme under this are:
{a)  School Leavers Agricultural Training Scheme
ib)  School Leavers Crop Farming Scheme
ey Graduate Crop Farming Scheme
(d) Graduate Livestock Farming Scheme and
(e}  Post Harvest Processing Scheme.

Under the Youth Employment and YVocational Skills Programmes, graduates
andd  non-graduates are allowed to train as apprentices i private and public
eslablishments for a penod of tme, ranging between six months and three vears.
depending on choice of trade and educational attainment, afier which they are assisted
o set up businesses of their own.  In the small-scale enterpnises programme, the
Inrectorate guaraniees loans from banks to young unemployed graduates wishing 1o set
up small-scale enterpnises that will engage both themselves and other unemployed
person, The special public works programme, however, engages unemployed graduates

and non-graduates alike 1o execule labour imlensive construchion project such as



community roads, drainage’s and buildings in the participants local government arcas.
For the agncultural programme, the aim is o generate employment for unemployed
graduates and non-graduates in the agricultural sector with emphasis on self
employment in agncultural production and marketing,

The National Directorate of Employment i thus a credit lending orgamization
that guaraniees loans 1o all credit-worthy unemployed Nigenians. These prospective
loan benebicianes are classified as praduate and school leaver participants. Whale the
graduates embrace holders of certificates from tertiary institutions of learning, the
school leavers include primary and all post pnimary certificate holders. A participant 15
however assumed credit-worthy if he/she satisfies the following conditions:

i readiness to give up one’s original copies of educational certificates as

collateral, and

(i} supply of two guarantors that are prominent in the community,

The agricultural programme started in May 1987 in Ondo State and has the
following objectives among others:

{a)  To accelerale increase in the output of major food crops which in the
tace of increasing demand, due to increasing population implies shortage
of food in terms of quantity as well as quality. This had led to increase
in food prices;

{b) To break the vicious cycle of low-income which is typical of the average

Migerian small-scale farmers;



{e}  To propagate agriculiural education and as such ennch the ideological
base of farmers and wipe out problems often associates with illiteracy m
farming business,

id) To broaden the raw matenals base of the country's agro-based
industries; and

ie}  To encourage able-bodies young Migerians to accept concretely the
back-to-land policy of the country (N, D. E., 1987).

To date, a prion investigation has revealed that many unemployed graduates

and non-graduates have benefited from the National Directorate of Employment

Agnicultural Programme in Ondo State,

1.2 The National Directorate of Employment Agricultural Programme in
Ondo State

Although the National Directorate of Employment was established in 1986, s
branch in Ondo State did not come into existence until May, 1987,

With respect 1o its agricultural programme, the State National Directorate of
Emplovment implemented the following schemes between 1987 and 1991 to meet its
objectives. These are;

(1) School Leaver Setilers Crop Farming Scheme (8. L. 8. 5))

i) Graduate Crop Farming Scheme (G. C. F. 5.)

{im) {raduate Livestock Farming Scheme (G, L. F. 5.)

iwv)  School Leavers Farming Traming Scheme (5. L. T, 5)

(V) The reactivation/establishment of Farm Settlement/Farm Sites



ivi)  Procurement of Farm Equipment/Implements

The first three schemes provided direct assistance lo participants, i form of
loans for the establishment of Agricultural enterprises. The last three facilitated the
implementation of the first three.

Under the school leaver farmer training scheme, unemployed young school
leavers were first trained in simple theoretical and practical agriculture in order 1o equip
them with the necessary skills required to take up farming as a business enterpnses.
The duration of the training course is twelve (12) months.  After this, they would be
seitled by the Mational Directorate of Employment on a farm in the participants local
government area or the nearest farm site (o participants local government area, to farm
two hectares of cleared farm land per farmer. A loan of between 86,000 and ME 000 15
granted, both in cash and kind to a farmer to carry on a farming business.

Whereas, under the graduate agncultural employment scheme, a prospective
participant 15 entitled to a loan of maximum of between ®11.500 and #&15,000 for
arable crops farming and five hectares of farm land between 1987 and 1991 at the
participants local government area or nearest farm site to participants local government
arca, a loan package of between W 18,004 to ®25.000 is given for the hivestock/poultry
farming during the same period.

For the two types of agncultural loan schemes, loans are granted at an interest
rate of 9% per annum repayable over a peniod of four years afler a moratonium period
of one year.

To date, about one thousand, five hundred and eighty-seven unemployed

graduates and non-graduates distnbuted 1o twelve (12) farm sites of the Directorate



have benefited from the vanous schemes of agneultural programme of the Directorate

n Ondo State (see Table 1.1},

Table 1.1: he Distribution of N. D.E."s Agricultural Beneficiaries in Ondo State
(1987 — 1991}
BENEFICIARIES

(YEAR  |S LTS8 |SLSS |GCFS |GLFS |TOTAL |

1987 "l':m . |72 28 350

1988 | 150 85 99 . 334 o
1989 | 150 125 100 20 395

1990 150 75 49 . 274

1991 150 65 19 !I - 234

Grand Total | 850 350 339 I 48 1587

Source; N. D, E. Ondo State Office Annual Report, 1994,

1.3 Problem Statement

Agricultural development can occur when there are credit facilities and
techmcal know-how, In similar vein, credit 1o small-scale farmers in the absence of
knowledge and capability to use technology can prove harmful, since farmers can
become heavily indebted and unable 1o pay back { Adegeye and [ittoh, 1985).

Other factors that will enhance proper use of agncultural credit include the
availability of technology, such as improved seeds, fertilizer, chemicals, pesticides, at

the right time and the assurance of good prices for the products.



Simee the inception of the National Directorate of Employment, many
participanis have benefited from the agrcultural programme by obtaimng loans from
the Dhrectorate to set up either livestock or cropping businesses.  This was in
consonance with the Federal Government policy of assisting the unemployed youths to
set up agncultural enterprises as lucrative business ventures, It was also the
expectation of povernment that in setting up these businesses, participants would create
more employment opportunities by employving some farm hands, increase the amount
of food available 10 people and consequently, pay back the loans obtained as at when
due, so that such repayment would become revolving

From the data obtained before the commencement of this study, it was reported
that mine vears after the imtiation of the programme, majonty of the participants cither
partly repaid the loans granted them or not responding to the repayment procedure
This development has adversely affected the programme as the number of loan
recipienis has been on the decline sine 1990, In fact, the Directorate did not give ou
any loan for the schemes since 1992, due to low fund released to the programme from
the [hrectorate headquarters (see Table 1.1} There is the need 1o take urgent and
drastic measures if the National Directorate of Employment is to fulfill the objectives
for which it was created. The survival and aceess to loan granting schemes which form
the nucleus of the Mational [directorate of Employment activiies can only be
puaranteed by fanthfully recovering and recveling the loans,

This has been a poser for the officials of the Dircctorate on why participants
have not been able to meet their loan obligation. Was it because the business was not

lugrative enough to gencrate necessary revenue to repay loans? Was the imitial capital



for establishing the enterprises not enough to generate a reasonable turn-over that will
cover operating costs and yield profits to enhance loan repayment? Was the method
employed in granting the loan faulty or were there other factors that prevented the
participants from meeting their obhigations? Or did the participants regard the loan as a
social service (MNational cake) that was not supposed to be paid back?

This study 1s being carned out therefore, to assess the loan repayment profile of
the participants of the agricultural programme in Ondo State with a view of offenng

some suggestions for its improvement,

I4  Research Objective
The major objective of the study is to make a comparative study of loan
repayment amongst beneficiaries of the National Directorate of Employment
Agricultural Programme in Ondo State.
The specific objectives are:
(1)  to make a study review of Mational Directorate of Employment
agncultural loan schemes;
(1) to determine the amount of income generated by graduate farmers and
school leaver settlers under the scheme;
(i1} toexamine the level of loan repayment amongst the recipients;
{iv) 1o study the relationship between loan repayments and their associated

factors amongst the categones of farmers;



CHAPTER TWO
10 LITERATURE REVIEW
This review of Ierature broadly focuses on employment, credit, reasons for

poor loan repayvment and loan transaction cost and recovery.

21 Emplovment

Employment as wsed in economics refers 1o the wtilizabion of faciors of
production such as land, labour and capital in the production and distnbution of peods
and services.  The concepl 15 most commonly used however, to descnbe labour
utihization. Thus, emplovment is atimes 1aken to be a way of tapping human resources.
Meconnell (1982), says there are two facets of economic efficiency that of providing
jobs for those who are able and willing to work and that of using unemployed resources
mn the most efficient manner. According 1o lim, economic efficiency i1s achieved when
full employment and full production are realised or, stated in another way, when
unempiovment and under-employment are avoided. A worker 15 unempioyed when he
15 involuntanly outl of work.  In defiming unemployment, most countnes follow the
Intermational Labour Organizations recommendations of regarding the reference penod
as one week. Part-time workers are included in the total number of the employed and
unemploved include those who did not work or those who worked for less than o day
dunng the reference penod (Squire, 1981)

In the same vein, Abubakar (1989), defined employment as any legitimate
activity which provides man not only the means with which 1o sustmin himself and his

family, but also the out-let through which he can express his ideas and his creataty.



Under employment on the other hand, is the incessant or continuous under-utilization of
a person’s capability in any activity in which the person 15 gainfully employed and
finally, unemployment 15 a situation in which an able bodied person, who 13 it and
willing to work 15 unable to do so because of lack of opportunity to secure such work.
To buttress the above defimition, Todaro (1984), defined full employment as a situation
m which anybody actively wanting a job can find it at the prevailing wage rate, and
afier being given a job, he works in the most efficient way. As a corollary, according to
him, a situation in which a person seeking for job cannot get one at the normal wage
rate or when he gets a job bul not utilized in the best way is referred to as
unemployment.

According to him, unemployment has been classified ito six main types,
namely: Under-employment, Disguised, Structural, Frictional, Cychical Unemployment
and Ulandestine employment.

Meconnell (1982), defined structural unemployment as a situahon in which
important changes occur, over time, in the structure of consumer demand and
technology, which in tum alters the composition of the total demand for labour
Unemployment results because the composition of the labour force does not respond
quickly or completely to the new structure of demand. As a result, some workers find
that they have no readily — marketable talents; their skills and experience have been
rendered obsolete and unwanted by changes in technology and consumer demand.

He also defined frictional unemployment as a situation in which, given the
freedom of occupational and job mobility at any point in time, some workers will be in

the process of voluntarily switching jobs. (thers will be have job connections but will



be lemporanly laid off because of seasonality (such as when there 15 bad weather in the
construction industry),  And there will be some workers, particularly young people,
looking for their first jobs. Frictional unemployment 15 regarded as inevitable and, ot
least in part, desirable. Desirable because workers typically move from low paying,
low-productivity jobs to higher paying, high productivity positions. This means more
income for workers and a better allocation of labour resources and, thercfore, o larger
real output for the cconomy as a whole.

Ophe (1986), descnibed frictional unemployment as the result of the rate a1
which people change their jobs or of the length of waitimg penod for new workers 1o
secure jobs. He asserts further that this inevitable form of unemployment 15 somewhat
tolerable in an economy to shimulate the labour market. Domimc {1988, 1s therefore of
the fear that the effect can be very devastating if ultimately the bread-winmer of a
family finds no job,

The difference between frictionally unemployed workers are not readily re-
employable without trmming, addinonal education and possibly geographic movement,
Ogbe ( 1986) concluded,

Meconnell (1982), in s own contribution defined cychical unemployment as
one that is caused by business cycles, by a deficiency of aggregate demand. According
to him, the overall level of business activities decreases, unemployment increases and
VICE viersa,

Akinmifesi (1986), finally descnbes the cyclical type as a lemporary miheu

following the oscillating penods of boom and depression in the labour markel He

11



agpin defined structural unemployment as one that anses from changes in the
composition and pattern of domestic production, investment and consumphion.

DeGrazia (1984), savs that “Underground economy” (or “the other”,
“secondary”, “ludden”, “black”, “informal”, or “parallel” economy) refers to that sector
of the economy whose existence, for reasons thal may be voluntary (choice of
approach) or imvoluntary {(clandestinity), goes unrecorded in National accounis, Ciross
National Products of official figures for National Wealth, His, is one of the varied
defimtions of the unofficial economy. The phenomenon may encompasses quite
different and sometimes contradictory social and economic realities depending on the
approach used and the country concerned.

He admits that clandestine employment is the back bone of the underground
economy but, it is by no means, its only component. Other terms have been used 1o
include; “illegal”, “non-institutional™, “twalight™ or “undeclared™. Its definition has not
been easy, bul, an Intemational labour review article’s definition may suffice, It
defines clandestine employment as any sole or secondary, gainful, non-casual
occupation that 1s carned out on or before the fnnges of the law or that of regulations
and agreements. It has been used 1o refer 1o certain types of fringe employment carmed
nut on a casual impermanent basis (such as voluntary work, help given free of charge to
neighbours, do-it-yourself work, mutual help etc.).

In summary, open unemployment can be regarded as a situation in which human
resources are not tapped at all. But, when these resources are poorly tapped and,
therefore, giving nse to a difference between an economy’s actual output and 1is

productive potential, (Gross National Product Gap) 15 15 under-employment,

12



Generally, unemployment poses a threat o any economy in terms of resources
or welfare cost apart from s polential as a sources of polmical and social mstability.
With a sizeable proportion of the labour force not gainfully employed, total output falls
below ns potential level, thereby generating costs that are expressed in terms of output

forgone,

Ohpbe ( 1986), identifies these costs as including the epormous loss of human
resources 10 lerms of eiher energies or knowledge and skills already acgumred but not
put to any wse, Secondly, is that, the economy incures welfare costs when unemployed
person gel demoralized and suffer from loss of income and self esteem as the penod of
unemployment gets unduly prolonged. Thirdly, thal a sigmificantly igh mte of
unemployment in any country, leads 1o all soris of social harassements such as
gorruption and armed robbery.

several factors have been atinbuted to causing inemployment. But, in general,

while they mainly reflect inadequate demand in developed countries, they in addinon,
mimic under employment in developing countries { Daramola, [988),

Bose ¢ al (1983), discovered, in a study camed out in West Bengal, North
Fastern State of India, thal the main reasons why some graduate job seekers failed 1o
sevure jobs were due 1o lack of assistance from fnends and relations and lack of
political connections. They also discovered from the study that, in West Bengal,
persons were placed on jobs where the incumbents” graduate level subjects or post
graduate level specialisations were not really needed  Most of the graduales were
under-emploved as a large majonty of them from arts and simlar subjects, as well as
from the sciences, were emploved merely as clerks/assistants.  The situation was
atiributed to the fact that there were more than the regquired number of graduates in any

professional or technical field in the employment market, which i1s a pointer 1o any

i3



employment practice that does nol place much correspondence between courses and job
TECUITETREN]S.

As part of the causes of unemployment and slow pace of rural transformation in
Wigeria, Chuta, and Sethuraman (1984), claim that the planming framework: does nol
recogmise rural small-scale industnies existence.  The overall economic policies, while
favouring large scale capital imensive industines, either discriminates against rural
small-scale indusiries or cannot be explotted by them owing 1o lack of accessibility.

It has also been noted that several agnculiural pohicies have, however, directly
o indirectly worsened the employment situation in Nigena. Among this 15 farm
mechamzation. Tinlola and Igben (1985), lghhghts that, short hife of tractors and
equipment due to corrosion and poor maintenance and operation, poor management,
low degree of uthization, mappropnateness of equipment for Migenan soil, diverse
soviniogical problems, and problems associated with poor clearance and size of helds
affeciing agncultural mechamzation have largely inlubited emplovment promotion
These problems are however, not unconnected with prestige, inadequate appraisal,
forergn supplicrs and lack of adequate aleriness for Nigenan small holders.

Fabuwi et ol { 1988), are however of the view that fiscal and monetary policies
al the natwonal level that are not effectively coordinaied cominbute greatly to
employment problem in Nigernia. To them, expanded agnicultural exports, despite the
gloomy world picture, are major potential source of employment expansion. Furthenng
thetr argument, they opines that degenerating employment opportunities in Nigena
have been caused by the involvement of governmeni in direct agricultural production

and large scale plantations including state farms. Most stnking however, is thal, in



spite of the hoge investment of government in such ventures, substantial amount of
odal agricullural output and employment opportunities siill come from the small holder
farmers, they clanfied.

ECA (1989), reveals that agniculiural research bas nol been effective in Nigena
due 1o inadequate research lindings, inadequate research stafl, lack of research
matenals, and lack of effective syslem for disseminating research findings, and thai all
these directly affects the situation in the country.  Also, in s assessment of agncultural
research policy in Nigeria.  Ojo (1989), stated that the efficiency of agriculiural
production 15 a reflechon of the level of technology and the level at which resources.
mcluding human, are being committed 1o food production.

Based on this ppor employment situation, the following strategies wall largely
redress the problem.  These includes, promotion of indusinalisation through proper
ariiculation and understanding of the role of small scale indusinies and giving access to
sufficient institutional credit.  Others include alleviation of orgamisational deficiencies
ansing from purchasing, production and marketing problem and enhancement of the
tevel of technology in the small scale indusiries (Fabiyi, et. al., 1988). Also are support
of agnculture through input supply, marketing, effective land reform, better pncing of
products, and credit (Mellor, 1981; Abalu, 1983, and O. A, U, 1985). They however
support the view that the only and immediate solution o unemployment 15 the
formation of capital for production purposes, It is probably in an attempt to address the
problems of rural development and unemployment that the Federal Governmem
decided to create the National Directorate of Employment for unemployed youths most

especially in the agnculiural sector.
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22  Credit

Many definitions have been used to described credit. There seems to be an
agreement by most scholar that credit is an asset which is owned by a bormmower m
exchange for loan, and that, the more the loan is being taking, the dimimshing the credit
or capacity to borrow becomes. In support of this, Baker (1973), defined credit, as an
assets of financial reserve which the borrower can call upon when need anses; provided
he has not exhausted it by exchanging it for loan. In the same vein, Miller (1977),
regards credit as a temporary transfer of capital ownership with a promise to pay in the
future the principal and a proportion called inferest, Loan on the other hand, is what is
obtained when credit is extended to a borrower. He emphasized farther that “credit or
loanable fund permits the purchasing of services, money or goods in the present based
on the promise to pay for them at sometime in the future, thus providing a means for
lemporary transfer of assets or the use of such assets from a man or an orgamzation
who has them to a man or organization that has not™.

Credit and loan have ofien been used synonymously, however, loan is precisely
what is obtained when a credst is extended. Hence, credit, rather than being an end in
iself is merely a means to an end.

Credit i1s believed to play an important role in agriculiure, In evaluating credit
programmes, most scholar have based their assessment on the traditional concept of
credit as an input. Von Pischke and Adams (1980), believes that farmers have specific

crecht needs that can be met by delivenng pre-determined amount of loan to farmers.
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Consequently, pohicy makers and sponsors have been led to measure the impact
of leans in terms of the addinonal hectarages of crops cultivated, extra tonnes produced
and additional income generated.  Durojaiye (1987}, agrees wath this view of credit
when he savs that the mamifesiation of Jow retums in agriculture 15 in the perpetual
vicious low income cycle to which a typical Nigenan farmer belongs.  And thus, with
little income from preceeding cropping season, the farmer enters yet another cropping
season with even less capital than he did in the last season, and therefore in no financial
position 1o wvest in capital inpuls ke improved seeds, insechodes, pesticides and
fertilizer among others; the absence of which makes the chances of recording any
improvement i retums gloomy. He therefore, calls for loan as an urgent need for a
struciural transformation of Migenan agnculiure,

Famonvo and Imoudu { 1986), m their comrbution, said that agricultural credi
15 the acqusiion of, and control over funds, a1 a cost, for a specified time penod, Al
the end of the contract period, the control ceases and the funds reverts to the creditor.

Agnculiural credit by iself, refers specifically to the process of obtaming
contral over the use of money, goods and services in the present in exchange for a
prowmise to repay ab a future date (Adegeye and Dittoh, 1985)

Famoriyo and Imoudu { 1986), further viewed agricullural credit as “aids i form
of capital and matenals” which go o encourage farmers o increase their farm
production and related agricultural activities. Agncultural credit denves its role i the
agnculiural development theory from a fundamental conception

While Famonyo and Nwagho (1981), are of the opimon that agncueltural

development 15 a process thal involves adoption by farmer (particularly small scale
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farmers) of new and better agricultural practices, Durojaye ( 1987), revealed that mosi
of these new. practices have 1o be purchase, and thus, with hittle icome from the
preceeding cropping season, only few farmers have the financial resources to actually
finance the purchases since they are 15 no financial position to mvest in capital inputs
and other improved agneultural practices. From expenence, 1t has been found that the
rural capiial market has not and cannot supply the needed fund to buy and mainiain
such mnovations, When things are such as these, then agncultural development
process becomes stunted., (Famomyoe and Nwagbo, 1981)  Credit is therefore
acknowledged to be important and necessary in nearly all farm businesses. Il 15 a
umigue resources, since i provides the oppoertunity 1o use addibonal imputs or new
technology and capital tems now and to pay the cost from fulure earnings.

Durojarye (1987}, says that all categones of farmers (small, mediom and large
scale farmers) really demand credit but also found oul that the society seemed 1o react
maore favourably demand of large scale farmers that those of small ones because of thewr
credit worthiness, He strongly argued that the potential to improve Net Farm Income
should be one of the determiming factors in the decision of whether or not to use credit.

Credit which s denved from the Latin word “credo™ which means “T believe”™
Credo has been mterpreted by Famonyo and lghen (1978), 10 mean the belief of the
lender i the abbity and willingness of the borrower to fulfill his financial obligations
MNelson, Lee and Murray (1980), and Imoudu (1986}, defined credil as a “monetary o1
financial aspect of capital” which can take such form as “money in cash or bank drafls:

and in kind as a iologcal and physical capital purchased and supplied o product”™



Credit, 15 that part of agnoultural finance which 15 the economic study of the
acgusition and the use of capital in agriculture, with this, the importance of credit m
agniculiure can also be stressed by iis high demand in the developing countries,
(Adegeye and Dinoh, 1985). According to them, however, supply 15 very low despite
the high demand.

Okone (1988) and Toluyerm (1996), identificd two sources of credit
availalmlines as formal and informal sources. The informal sources otherwise called
non-mnstitutional sources include friends, relative, privale money lenders, rotaling credin
sociehies and merchant traders. Miller (1977), stated that the informal sector accoumed
for 26.9% by number of those using 1. The study also revealed that l4_.3% ol the
farmers used formal credit

The formal sources or institutional credit on the other hand consist of public and
private credit imstitutions such as commercial banks, povernment owned agriculiural
credit corporations, cooperative societies, merchant banks and similar institutions,

In appraising these sources, the informal sources constitule an Tmportant source
of credit to small holder farmer because of easy accessibility and mimmal Formalities in
oblaining loans. However, the loans given out from this source have prohibitive
interest raie which range from 20 — 200% (Toluyemi, 1996). The formal sources have
nol performed well either. - Okorie (1988), stated that the overall performance of
commercial banks in agriculiural sector finance fell below the minimum target set by
the Central Bank of Nigeria with an annual average of 7.1% in 1984 even with

Agncultural Credit Guarantee Scheme.



Despate all this, Famonyoe and Imoudu (1988), comtend that even though an
average Migenan farmers still continues to rely on non-formal credit and are not
enthusiastic about Tormal sources of loans, formal imstitubional credit provides the most
appropriate source of loanable funds inspite of cumbersome and delay procedures. This
15 because of the magnitude of credit required and the intncacies involved n credit
admimistration and favourable interest rate.  Miller (1977), however, supporis the
crucial role of crednt whatever the source in agriculiure.  He concluded thal eredit can
only be beneficial to agnculture when:

{i) it is lime, place and technologically specific,

(i} agnculiural research is given pnme opportumty to develop superior

techniques,

(1ii)  farmers are willing 1o adopt new innovations and change from their

conservaliveness; and

{ivd  there s ready market for farmer’s produce.

Oin the whole, 11t is by Tar not easy 1o dismiss any of these views; this is because
the key fact that credit can lead to greater productivity remains a point of intersection
between them.

As a pre-requisite, credit mstitutions usually require them from bormowers,
evidence of capability for loan repayment called collateral. Collateral 15 a measure of
credil worthiness, it 15 also a function of the ability and willingness 1o repay the loan
| Von-Pischke, 1981

Okorie | 1988), explicity categorised problems of small holder agricultural credit

as farm onented, bank onented and government oniented  Accordingly, the farm



vniented problem include lack of suitable secunty for loans, ithiteracy among farmers,
nsk averse, poor management of funds, small fragmented holding and nsks and
uncerainties surmounding agriculture. While the bank onented problems include high
administrative eosts, inadequate rural branch network, inadequate stall o admimsier,
momior and supervise the loans. The government related problems include frequent
inconsisient government policies such as import and export regulabons on farm
commaodities, that is, banning and unbanning food and farm mput, changes on interest
rate, inadequate infrastructural  facilivies such as extension services, marketing,
transportation and inadequate research report. The farmer’s inability to Ol bank Torms,
keep farm accounts and poor management of fund was mexincably hinked to ilhferacy
and hence farmers divent loans 1o unintended use {Okorie, 1988),

Famonyo (1977), stated that the deterrent to the flow commercial bank loans to
small holder farmers entails high administrabve costs, difficulties of supervision and
recovery of loans, lack of collateral secunty and high defaull rates.

According to Ewuola (1980), peasant credit schemes wvia government and
government agencies have nol been too suvccessful largely because of poor loan
repayment by bencficianes.  The loan recovery rates have been low even with
supervision and careful selection of beneficiaries.  This 15 also linked with land ntle
problem in developing countries.

Harold (1980), quite agrees with the prevalence of low repayment rates in
developing countries. He found out that Costa-Rica, in contrast, has not much problem
in their credit system. He specifically emphasizes that, repayment 15 higher for

agriciliural Joan than others.
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In conclusion, Yotopolous (1980}, reported that, the net income from the use of
loan by beneficianes may a times not live up 1o expectation as to allow for appreciable
repavment for a number of reasons including:

{1} lack of profitable technology,

(i) unsatisfactory market condition, and

ity all other natural forces beyond borrowers control,

According to him, when repayment remains impossible, farmer prefers running

away Trom thewr credit organization or becoming disloyal through low repayment

23 Heasons for Poor Loan Repay meni

Loan delinguency 15 a serious problem to most agneultural lending mstitutions
Herber {1983), stated that loan overdue occours for three general reasons which are as
follows: farmers ignorance of economic retums from new practices, such a situation
may lead 1o their failure to use borrowed funds for productive purposes. Secondly, bad
weather, natural disaster of various kinds or a fall mn prices of farm products owing to
changing economic conditions may bring about adverse oulcomes which require
rencwal or extension of the loan. The third reason include a vanety of forces which are
not related to an inability but rather a refusal to pay. Farmers sometimes have the
mmpression that credits is a gift made 1o ensure their lovalty 1o a government.

Akimwurmi (1991}, in s paper tilted “Cooperatives Export Markets and
Agncultural Loan Recovery”, indicated that banks that were being compelled 1o extend
credht to their farmers find ot highly nsky and burdensome and would mther avod

lending because farmers often fail to pay back the loans. Omne of the reasons why farmers
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default in loan repavment he atinbuted to their inability 1o sell their crops profitably
While Esubi (1991), n his paper, titled “Agricultural Loan Default and Recovery
Problems, sugeesied that farlure of bank™s management 1o establish sound lending
pohcies, adequate credit admimstration procedure and fatlure to momtor lending
funcuion within the established guidelines result in poor quality loan extension,

Adegeve (1991), m a paper titled “An Exploratory Analysis of the
Desbursement, Monitoning and Recovery of Agniculiural Loan in Nigena®, suggesied
that most beneficianes of loan under varous agncultural schemes consider such as
grants by the government to encourage agrncultural production.

Miller 1977}, therefore found out that for production loans to achieve positive
resulis, 1 15 vsually mecessary that the credit s closely coordinated with other
programmes such as providing the farmer-bormrower with effective educahon about
profitable improved practices, tmely and adequate supplics of inputs and satisfactory
market outlets

Kyar (1992), in a paper presented on loan repayment traced the bad debis 1o
lack of adequate knowledge of the loan seeker and that the mam test of an applicant’s
loan request 15 the ability 10 repay from sources that are reasonable, certain and
adequate

Mdekwu (1994, in his own contmbubion reasoned that a debt previously judged
bad or lost could wake up and become functional if serious efforis are made 1o recover
it through proper repayment schedule.

Akinwumi and Ajayi (1990}, in their work on the role of a loan repayment

capacity in small farmers credit administrabon, discovered that farm size, famly size,
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scale of operation, family hiving expenses and exposure 1o sound management
lechnigques were some of the factors that can influence the repayment capacity of
Farmers, They suggested that the production environment of every potential small scale

borrowers should be closely studied before they are given any loan.

2.4 Loan Transaction Cost and Recovery

Loan transachon cost includes all costs incurred in the admimistration of a loan,
with the lender, It can be divided into direct and indirect costs.  Direct costs are
unavoidable costs incurred by lending institutions and 1 includes the cost of loanable
funds, admimistration, cost of collecting, repayment, nisks of delinquencies and bad
debis.  Fees or insurance premium payments related 1o the loan and tax payments on
gross eamings  On the other hand, indirect costs are those associated with functions
performed by the ppvernment agencies such as the cosi of farm management, extension
and crop insurance schemes.  Institutions with very high cost figure are probably
provading farmers (borrower) more services or that the programmes are new and small
mn size and have already hired staff that will enhance it success { Harold, 19807

The group approach for handling small loans has several important polential
advantages. Omne imporant opportunity 1t offers 15 for reducing the prohibitive
administrative costs involves when a pubhic credit agency mives very small loans 1o
mdivaduals.  Therefore, loan recovery may be improved through the group's
responsitality for repayment.  Social pressure on delinguent members and amangement

for deducting loan repayment [rom the proceeds of marketing the bormower's farm
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products (Okoro, 19907, He also proposed group loan as a way 1o minimize the cost of

lendmg money to small scale farmers as this wall aid the recovery of outstanding loan.

On the whole, FAOQ (1989), proferred the following recommendations for

effective and successful agncultural credit programme m developing countries among

which are;
(1)

(i}

(i)

{1

(v}

Lvi)

Direct access of bormowers 1o the credit institutions.

The necd for onented and flexible credit programmes which reflect on
the objective investment requirements and opportunities and the
subjective demands of fisher folk and at the same time take into account
the organizational preparedness of the linancial institution and other
cooperating agencies.

Short ime span between loan applicaton and disbursement through
quick and technically sound appraisal of loan applications

Close  cooperation  between  hnancial  inshivtions  and  borrower
administration ¢xtension services.

Proper monitonng and supervision of loan use and repayment,

Special arrangements for arrears coniro] and appropniate mechanisms for

treatment of bad and doubtful debis.

The review had been able 1o act as a pointer 1o unemployment, its causes as well

as all forms of unemployment and how to achicve full emplovment. [t also enables the

researcher 1o know how credit could be extended, and the recovery problems. Finally,

it gives insight into how loan so extended can be adequately recovered or repaid and the

wavs 10 achieve full repayment.
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CHAPTER THREE
it METHODOLOGY
LH | Area of Study
The study was camied oul in Ondo State. The study covered loans disbursed o
beneficianes of school leaver settlers and graduate crop farmers of the Agnicultural

Programme of the National Directorate of Employment in Ondo State,

32 Pre-Testing of Questionnaire

The interview schedule used for the study was pre-tested in two (2) farm sites
different from the farm sites selected for the study. This was to enable the researcher
correct ermors, misinformation such as ambigous questions so thal appropnate
information could be collected. The schedule was amended as found necessary before

the administration of questionnaire used for the study,

33 Source of Data

The data used were collected from both primary and secondary sources. The
pnmary data were gathered from the beneficianes of the National Directorate of
Employment Agricultural Programme in Ondo State.  Both graduate and school leaver
larmers schemes were covered and details aboul the disbursement of the loans, the
amount granted, time of disbursement, hectarage cultivated, income generated, loan
repaid and other important information concerning the schemes were gathered through
the use of structured, pre-tested questionnaire,

One hundred and Aty copies of questionnaire were admimistered.
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Secondary data were sourced from relevant lexis and institutions such as the
MNational Directorate of Employment documents, Central Bank of Nigena, Federal

Office of Statistics, elc.

34 Sampling Technique and Data Analysis

In order to achieve the objective of this study, a stratified simple random
sampling technique was used whereby seventy-five graduate crop farmers out of three
hundred and thiny-mine (339) graduate crop farmers and seventy-five school leaver
farmers oul of three hundred and fifty (350) school leaver farmers were randomly
selected and interviewed from mndomly selected five farm siles out of the cxsting
twelve fanm sites. The data used for the analysis were taken from the one hundred and
fifty copres of guestionnaire comprsing seventy-five school leaver farmers and
sevemly-five graduate farmers.  The seventy-five graduate farmers were further
calegorized into twenty-nine (29) graduates of agriculture (taken from one hundred and
twenty-three (123) graduates of agnculture) and forty-six (46) non-graduates of
agriculture (taken from two hundred and sixteen (216) non-graduates of agniculture ).

Descnptive statistics and quaniiative techmigues were used in the analysis of
the data collecied. The use of computer was employed for easy analysis of resulis

The mformation pathered was expressed in terms of frequencies and
percentages.  Also ordinary least square mulliple regression analysis and t-test were

used where relationship between groups were to be established.
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35 Analytical Technigues
The desenptive approach centered on demographic information, loan repayment
and income charactenstics of the benehiciary, using means, percentages distnbution
while the quantitative method was involved in
(1) estimation of loan repayment using the ordinary least square multiple
regression; and
(1)  testing of hypotheses using t-test to determine the average pattern of
loan repayment and income generation among the different categones of
farmers in the National Directorate of Employment Agnicultural

Frogramme,

36 Model Specification
The vanables highlighted are broadly classified as;
1 economic vanables, which affect individual farmers relative pay-off

from the farming activities e.g. increase in yield or increase in price.

Bed

Sociological variables, which influences farmers commitment ¢ g
ability for alternative income apart from farming,

3. Technical vanables, e. g. the occupation of farmer’s parent which affect
farmers skill in the National Directorate of Employment farming

scheme



The specihic vanables examined are:

X1 Total net income derived from the loan obtained from the
Mational Directorate of Employment.  The a pnon expectation 15 a posihive
relationship Thus, o 15 expected that the higher the amount of income generated from
the loan obtained, the higher the amount hefshe devoted for loan repayment. This s an
ecomomic vanable.

Xa = Towal income derived from sources oulside the National
Directorate of Employment.  This economic vanable 15 assumed to have a posihve
relationship with loan repayment.

X - Total loan faken outside the Natwonal [Directorate of
Employmemt. The a prion expectation is a negative relationship.  This 15 because
borrowers prefer to repay outside loans al the expense of government loans. 1t is also
an economic variable.

L H Location of farm site. Farmers farming in their local government
area of ongin must have been well adapied to all conditions in their farm sites which
can mamifest i gh productivity and this will have a positive relatonship with loan
repayment

Ay = Total number of visits made by the National Directorate of
Employment olficials to farmers on their farms. This factor which enhances both skill
and commitment is expected to have a positive relationship. Thus, the more supervised
farmers are, the more they remember o liqundate their indebledness.

¥ = Occupation of farmers’ parents. This is a techmical factor which

will have a hagh relationship with productivity if ones parents are farmers, since it will
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affect skall of farmers hence leaving him with appreciable income of which a part can
be devoted 1o loan repayment.

) Age. This is a sociological factor, 1 s assumed that, the more
matured a farmer 15 in lerms of age. the more he will be dedicated 1o his business. The
level of matunty mvanably affects loan repayment

X = Specialization.  Farmers with formal agncaltoral traming,
especially the graduate crop farmers, since all the school leaver settlers undergo one

vear fraiming in formal agrniculiure before becoming settlers.

37  Estimation Procedure
The ordinary least square multiple regression estimation procedure was adopied.
This was done by first estimating the sole effect of loan repayment on several
factors'vanables. A senes of comelation matnces were produced and relevamt
prediciors vanables X, 1o X; listed above were selecied and used for the regression
model because they did not reveal any multi-collinearity effects with loan repavmenis.
The multiple regression model 15 stated as:

Yo = B+ BiX + B + B + BX BXs +BeXe + BoXr + BeXet L (D)

Where Y, H Dependent variable/loan repayment for graduate
Ko Ky oo Ky = are the predictors/independent vanables
P oo P = are parameters in the population model
& Random error component

However, by, by ... ..., by are sample estimates of P P oo P
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Where Y, Dependent vanable/school leavers loan repayment
X X %y = are the predictors/independent vaniables.

P, P [ = are parameters in the population model.

b Random error component.
However, b, b, b, are sample estimates of P, . %
Assumplion

Some of the following assumptions were used 1o camy out the analysis

| The population of Y, and Y values are normally distnbuted around the

population regression line.  This assumption 15 rarely met precisely in

practice, but as long as the Y, and Y values are approximately normally

distributed, regression procedures will yield accurate resulis. 1t s only

when the dependent vanables are considerably non-normal 1ha

inaccurate resulis can be expected.

2 The degree of dispersion of Yy, and Yy values around the regression line

remains  constant  everywhere along the line (constant  variance

homoscedasticity)  This assumption implies that the dispersion of Y,

and ¥y values do not change as X increases or decreases.  Violation of

this assumphion 15 called heteroscedastity and can produce inaccurate

confidence intervals for Y, and Y.
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3 The residuals (ermor terms) are independent of each other  Thas
assumplion implies thet a random sample of objects has been selecied
from the population for measurement.

4 A linear relationship exists between the dependemt vanable and the
independent vanables (or predictor vanables).

5 The error term are assumed to be normally distnbuted with constant

variance (Hanke, el al., 1991). o

1% Hypothesis Testing

The hypothesis testing made use of Hest to establish relabionship between the
BTN

The tests were camed oul to determine whether there were sigmificam
differences between the average amount of income generated and average amount of
loan repaid by the graduate Farmers and their school leavers counterparts.  Similarly,
the 1-tests were also conducted 1o know whether there were sigmficant differences
between the average amount of income generated and average amount of loan repaid by
the graduate of Agnculture and non-graduate of Agnculture farmers. There were forty-
six (46) non-graduates of Agncullure and twenty-nine (29) praduates of Agriculture. A
stratified random sampling with proportional allocation method was used 10 select

sample
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These hypotheses are:

Hoo There is no significant difference between the average amount of
income generated by the graduate crop farmers and their school leavers
counterpart.

Hy:  There is a significant difference between the average amount of
income generated by praduate crop farmers and their school leavers
counterpart.

1 il - =i
ol - i I,"'”l‘lnl. + T/ngt with {ngi + ned - 2) degrees of freedom

where o%t - %t =/{n,;i- NS + (ngh- 11871

n;i +ngi- 2
Sab = /Xy - ) and S = i -zl
nat - 1 ngi - |

where =i ' Averape meome for praduates

i = Average income for school feavers

o Standard deviation for praduate farmers

o Standard deviation for school leavers

gk = Sample size for graduates (75)

gl = Sample size for school leavers (75)

Hoo  There 1s no significant difference between the average amount of loans

repaid by the graduate crop farmers and their school leavers

counterparts.
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Hi:

Oy, -

Sai

where X,

1

LY

Huo:

Hj:

There is a significant difference between the average amount of loans

repaid by the praduaie crop farmers and their school leavers

counterpars.
o 1
oy ~ B 'ﬂa‘nm + 1/ng, with (ng, 4 ng — 2) degrees of freedom
T = /I&n-”slm + (ng —1)8%
g + N - 2

Lo 2y &nd  Sa  — [ I -l
Th'n_ - I H,-l "I

average loan repayment for graduates
£ average loan repayment for school leavers
= standard deviation for graduate farmers
- standard deviation for school leavers
= sample size for graduates (75)

" sample size for school leavers (75)

There is no significant difference between the average amount of
income gencrated by praduate of Agnculture farmers and theirr non-
graduates of Agneulture farmers.

There 15 a significant difference between the amount of income
penerated by the graduate of Agniculture farmers and their non-graduate

of Agriculture farmers.

ORa — Byag f1Mag + Uingag with (Dag+ Mg — 2} degrees of freedom
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where 0% ~ g = /15-3,”— 18%a0 + (myag = 1)8nag
fag + fMyag - 2
SAG EXpa - Rag) and  Suan - ElMnag - Buaul
Mag = | Mo = |

Where Xau average income of graduate of agriculture farmers.

S = average income of non-graduate of agriculture farmers

Savg = standard deviation for graduates of agriculture

Sty standard deviation for non-graduates ol agrniculiure

Nao = sample size for graduates of agriculture { 15)

Mhads sample size for non-graduates of agnoulture (25)

IV Hoo There is no significant difference between the average amount of loans
repaid by graduate ol agriculture farmers and their non-graduate of
agriculture farmers,

Hi.  There is a significant difference between the average amount of loans
repaid by the graduate of agnculture farmers and their non-graduate of
agriculture farmers.

U= Haul - %wa,

ORpil. - IHM.JTI"“MH + 1 with(nag + magag, - 2) degrees of freedom

where 0% - B = /![le.-l - 8%+ (o - 18w,

5.‘.1 il

Magr + Mgar, = 2

L R and  Swpa = E(Xnar - Fuar)
Bac, ~ | gar, = |
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average loans repaid by graduate of agricolture farmers
average loans repaid by non-graduate of agriculture farmers
standard deviation for graduates of agriculture

standard deviation for non-graduates of agriculiure

sample size for graduates of agnculture ( 15)

sample size for non-graduates of agriculture (25)
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CHAFTER FOUR

40  DATA ANALYSIS AND INTERPRETATIONS
The analysis, interpretation and discussion of hindings 1s presented here, in line
with stated specilic objectives.
4.1 Demographic Information
(1) Sex of Respondents

Fable 4.1 shows the distnbution of respondents according to sex, one hundred
and thirty-seven (137) of the total respondents were males having a relative frequency
of 91.33%  The remaining thirteen (13) respondents were females representing a
relative frequency of 8.67%. These thirieen females comprises of eight respondents
from =chool leavers scheme and five from graduate crop farming scheme.

The distnibation 15 not unexpected since men are more prominent in the
National Directorate of Employment Agncultural Programmes than women and also

men are more prominent in agranan communities, like in Ondo State as well as most

part of the country in Farm busingss

Table 4.1 Ihstnibution of Respondents according 1o Sex

; Sex Absolute Frequency Relative Frequency Cumulative Frequency |
Male | 137 BCTEC 9133 ) _'|
| Female |13 867 w000 _4{
| Total | 150 10000 l
l.T."nuuTt:::r- Fit}d"'S;uﬁ}:y:-]'ﬁ._ = |
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The distnbution of respondents according to the mantal status shows that 20%
of the praduate farmers were single and the remaining 80% were marnied, while
62.67% of the school leaver farmers were single and the remaining 27.33% were

married. This shows that the majonty of graduate farmers are more matured and have

Marital Status

family responsibility.

Table 4.2: Dhstribution of Respondents according to Mantal Status
Graduates School Leavers

‘Marital Status | Absolute | Relative | Absolute Relative
M—— Frequency Frequency Frequency Frequency
Single 15 20000 47 62.67
‘Married 60 80.00 2% 2733

Total 75 100,00 75 100.00

|
Source; Field Survey, 1996,

in)

I'he distribution of respondents according to age is as shown in Table 4.3
among the school leaver farmers, majornity of the respondents had ages between 25 30
i62.67%). This shows that they are penerally younger in age than the graduate fanmers
with excepbion of 1.33% respondentis having age above 45 vears. The graduate farmers
had a spread through the age categorization and none of them was below 25 years and

above 45 years

Age of Respondents
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Table 4.3: Distnbution of Respondents according to Age

== — ¥ Graduates ~ School Leavers ==
Age in Years | Absolute Relative Absolute Relative
Frequency Frequency Freguency Frequency
Less than 25 0 0,00 :I 8 10.67
25-30 29 3867 E 47 62.67
31-35 19 2533 in 18.67
36— 40 | 20 26.67 |4 533
a1 -45 7 9.33 :{ | 133
Above 45 0 0.00 | 1.33
Total B 100.00 75 w00
Source Field Survey, 1996, 1

{ivl)  Family Size

The family size in this siudy compnses ol the respondents, their wife/wives,
children and the dependamts. Majonty of the school leavers farmers (53.33%) had
family size of between | — 2 and only 1.33% of them had family size of above 10.
While only 16% of graduate farmers had family size of between 1 — 2 and 4.00% had
tamily size of above 10,

The higher number of family size among the graduate farmers may probably
have due 1o age and their manial siaius. This is because graduate farmers were older

than their school leaver counterparts and most of them were mamied.
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Table 4.4:

instnbution of Respondents according to Family Size

"~ Graduates School Leavers
Family Size | Absolute | Relative Absolute Relative
Frequency | Frequeney Frequency Frequency

-2 12 L1600 40 5333

- 20 ' 26.67 14 2267

5-6 27  36.00 1 14.67 :

7T-% 10 13.33 5 | 66T J
(910 3 4.00 [ .33 :
I"ﬁ{hm T 3 4.00 I 133
ol 75 100.00 75 100.00
| Source: Field Survey, 1996

4.2 Location of Farm Sites

The distribution of respondents to location of farm sites shows that among the

graduate Tarmers, 28% had their farm sites located within their Local Government

Areas of ongin, while 7200 of their farm sites were located outside their Local

Government Area.

In the case of school leaver farmers, 40% had their farm sites

located within their Local Governmenl Areas, while 60% of them had their farm sites

located outside their Local Government Areas



Table 4.5

Distnbution of Respondents according to the Location of Farm Siles

N Graduates | School Leaver I

e gy . —_|

Location of Farm Site Absolute | Relafive | Absolute | Relative |

. Frequency | Frequency | Frequency | Frequency |

Farm Site Located within the L, G, A, il | 28.00 30 -ﬂ} LA |

| |

Farm Site Located outside the L. G. A. | 54 72.00 45 &, 00 |

Tontal 75 10y 00 75 1000 |

S— S— —_— ' B = l

Source; Field Survey, 1996,

43  (a)  Farming Experience

The distribution of respondents in relation to farming experience shows that all
the school leaver farmers had one form of agriculiural training or the other. Apart from
the informal expenence, they were either trained for one year under the National
Directorate of Employment School Leaver Farm Training Scheme or had undergone
one yvear trning at Leventis Foundation, llesa, before becoming a settler, while only
73 33% of graduate farmers had previous farming expenence and the remaiming

2667 did not have any agnicultural expenence,
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Table 4.6:  Distribution of Respondents according o Farming Expenience
o Graduates School Leavers 'I
Farming Experience Absolute Relative Absolute Relative ,
Frequency | Frequency Frequency | Frequency
Have larming experience | 55 731.33 75 100,00
| No farming experience | 20 26.67 0 0.00
Total 75 100.00 75 100,00
BouTCe: Field E-'.urw}', 1996,



43 (b)  Forms of Farming Experience

With reference to Table 4.6 above, Table 4.7 reveals the types and forms of
experience acquired by the respondents and it shows that in addition to few graduates
who specialised in agniculture, there were still a considerable number of them thai
imhibed agricultural practice through secondary education and some still through
parents who were farmers, while only 2.67% of them acquired the act through pari-time
farming. On the other hand, the bulk of the school leaver Farmers were tramed under
the Mational Directorate of Employment Farm Training Scheme (84.00%) and the
remaining 16.00% were trained under the Leventis Foundation, llesa.  The school
leaver farmers before undergoing farm training, some of them have either gained
experience from parents who are farmers and other through secondary education.

Table 47, Dnstnibution of Respondents according 10 Forms of Farming Expenence

; Graduates School Leavers
,: Forms of Farming Experience | Absolute | Relative I Absolute | Relative
, _| Frequency | Frequency | Frequency | Frequency
From Parents 249 IR 6T i 25 3333
I !
From School 34 4513 | R 10.67
From N DE Farm Training Scheme | 0 0.00 63 B4.00
|
From Leventis Foundation ] 0,00 12 1 00
Frovm Paﬁ-nihé i;-iﬁﬁing 2 -1-;57_ _EE___EHJ'[I ==
| !

Source: Field Survey, 1996.
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44 Engagement of Respondents in Business Apart from N. D. E.'s
Agricultural Programme

The respondents’ engagement in business apart from National Directorate of
Employment’s Agncultural Programme shown by Table 4 8 revealed that 10.67% of
the school leaver farmers are involved in additonal job apari from N, D E's
Agncultural Programme while 16.00% of the graduate farmers had other jobs other
than Farming  The higher number of participants in the graduate larming scheme may
be due 1o those who had never engaged in agriculture and were finding the scheme very
difficult, hence diverting the resources which were supposed to be ploughed into the
agri-business. The higher retums from other businesses shows that the returm to agn-
business 1s lower when compared with other business enterprises,

Table 4 &: Engagement of Respondents in Business apart from N. D E

Agricultural Programme
[  Graduates | School Leavers
Business apart from NDE's | Absolute | Relatve Absolute Relative
| Agnc. Programme Frequency | Freguency | Frequency | Fregquency
N i3 84.00 67 8933
YES 12 |00 |8 10.67
Total 75 10000 |75 [10000

|

Source: Field Survey, 1996,
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45 (1) Accessibility to Loan ootside National Directorate of Employment

OF the praduate farmers respondents, 29.33% obtained loan outside National
Directorate of Employment and the remaming 70.67% did not.  Whle, among the
school leaver farmers 32 00% obtained loan outside N. D, E. and the remaming 68 (0%
did not. 1t could easily be deduced that more school leaver farmers obtained loan
oulside N. [ E. than the graduate farmers.

The distnbution of the respondents with respect to accessibility to loan outside
M. I3 E. is as shown by Table 4.9, From the table, we could deduce that respondents
have access to loans from Iriends and relatives more than when compared to other
sources — 20% for graduate farmers and 22.66% for school leaver farmers respectively
have access (o loan from friends and relatives. This shows the superionty of ini'urmai.
sources of loan to formal sources as regard accessibility. We can also deduce that
school leaver farmers find it difficult to obtain loan from banks while 2.67% of
graduate [armers have access (o bank loan. This may be due to low level of awareness
of credit facilities from banks on the pan of the school leaver farmers as well as lack of

collateral to allow for the extension of credit facilities.



Table 4.9: Accessibility of Respondents to Loan Ouiside National Directorate of
Employment

I Graduates School Leavers
Loan Sources outside | Absoluie Relative Absolute Relative
NDE Freguency Frequency Frequency | Frequency
Bank 2 2.67 0 0.00
Relatives 9 12.00 10 13.33
Friends 6 |Bo00 7 9.33
Money-Lenders |1 | 133 | 1.33
Cooperative Ta 1533 EE; | .00
Total 2 |93 E Il 31.99
Source.  Field Sﬁ:ﬁy, 1996 o |

(i) Purpose of Loan obiained outside National Directorate of
Employment

Respondents” distnbution according 1o the purpose of loan obtained outside
M. E. was used for, shows that 25 33% of graduate farmers and 24 00% of school
leaver farmers obtained the loan to assist their agri-businesses while 6.67% of the
school leaver farmers obtained loan for non-agricultural productive use and none of the
graduate farmers obtained loan for non-agncultural productive use. This shows that the
praduate respondents knew the implications of obtaiming loan and using the loan
pudiciously

Omn the other hand, 1.33% of school leaver farmers obtained loan to repay part

of their indebtedness 10 N. D E. while as much as 4.00% of graduaie farmers took
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loan o liguidate their indebtedness to N. D, E.  The higher percentage of graduate
farmers n this regard may be due to the desire by them 1o retnieve their cerificates,
pledeed 1o the N [ E. as collateral before the loan was extended to them.

The distnbution of respondents with respect to the purpose of loan obtamed
outside N 12 E. 15 as shown below in Table 4,10,
Table 410 Digtnbution of Respondents according 1o Purpose of Loan oblaimed

outside National Directorate of Employment

| Graduates School Leavers
|
Purpose of Loan obtained | Absolute | Relative Absolute | Relative
{outside N D E | Frequency i Frequency Frequency | Frequency
' Agric. Productive Use : 19 12533 1 18 24 00
|
- —— ! |
Nom-agric. Productive Use | 0 01.00) E 667
i |
ToPay N DE 3 4.00 1 133
| Total 22 1933 4 32.00
SOurces: Field Survey, 1996 B

46 Problems Encountered in the Farm Business
Respondents were distributed according 1o the vanous problems encountered in
their farm operations, The distnbution of respondents is as shown in Table 411
Majonty of both respondents revealed that problems encountered were the
lateness in the disbursement of their loan as well as delayed/non-availability of farm
mputs and chemicals. This shows that majority of the respondents had been having
problems from the beginning of their fanm enterprise.  Some of the respondents had

multiple problems.



Table 4.11:  Problems Encountered by Respondents
| s= e Graduates School Leavers
Problems Frcouniered | Absolute | Relative | Absolute | Relative
| Frequency | Frequency | Frequency | Frequency
| Late dishursement of loun 37 | 4933 33 44,00

Pest and disense infestation 10 13.33 12 11600

Delay/Non-availability of farm inputs and chemicals E 25 33.33 24 32.00

Faulty methods of disbursing loan E 6.67 4 333

Lack of proper mmil:Tring | o 1.33 7  |933

Fragment mean of loan dishursement 2 2.67 2 267
Lack of market for the products 3 400 9 12.00

Inadequate loan disbursed 10 13.33 10 13.33
rﬁ:wn_‘:;h;r conditions [ 1 133 6t LRLL
—— L

Poor edaphic condition 4 5.33 4 1 5.33

|

Soree:

47 Reasons for Default

Field Survey, 1996,

e ——— e ]

e —

The respondents were asked for the reasons why they had defaulted in

redeeming their loan obligations to the National Directorate of Employment  The

reasons given vaned from one respondents to the other, while some had multiple

reasons for the defaults,

The distnbution reveals that majonty of the respondents in both praduate

farming scheme (29 33%) and school leaver farming scheme (37 33%) had defaulied as

a result of low return from their farm enterprises. This therefore confirmed the earlier
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assertion made by the researcher that there is high returnshigher income from those
that engaged in other business.

Table 4 12 Distnbution of Respondents according to Reasons for Default

|! | Giraduates School Leavers
Reasons for Defanlt Absolute | Relative | Absolute | Relative
. Freguency | Frequency | Freguency | Frequency
Late dishursement of oan 11 14.67 B 10.67
Low mcome from farm enterprise 22 2933 28 37.33

| Officials do not ask for the loan 7 9.33 10 13.33
No reasonslack of commitment topay | 10 11333 |18 24 .00
Production costsistoohigh |8 [ 1067 |2 2.67

Source: Field Survey, 1996,

4%  Suggestion for Improvement in the Programme

Respondents were asked of how the programme can be improved  The
distmbution of respondents on vanous suggestions menbioned for improvement shows
that respondents at both schemes harped mamly on timely disbursement of loan
145 33" for graduate farmers and 40.00% for school leaver Farmers) and early/adequate
provision of inputs and chemicals for use on their farms (45.33% for graduate farmers
and 33.33% for school leaver farmers).

In some cases, there were multiple suppestions by respondents and the

responses from both categonies of farmers were as shown in Table 4.13.
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Table 4.13:

Sugpestions of Respondents for Improvement m the Programme

| _ Graduates School Leavers
Suggestion lor Improvemen o Msohte | Relative | Absohie | Relatve
- Frequency | Frequency | Frequency | Frequency
Dishinsement of lan on tme 34 4533 an 40.00
| Proper mondormg of larm 20 26,67 18 24 00}
| Earfy/arieruate provision of inputs and chemicals 34 ! 4533 |25 33.33
| Loan disbursement on cash basts only 5 B.67 5 6.67
Loan enhancement for farm rehablitation 3 4.00 12 16.00
Provision of market facilities for participant produds 3 4,00 7 9133
Pronision ol molorable roads 1o participand farm sites g B.GT i | 267
Increase of loan 0 knd Q 0.00 ) 267
Adecuate amount of loan to be disbursed 9 (1200 |14 | 1867

Sources: Field Survey, 1996,
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Income Pattern of National Direetorate of Employment between

Distnbution of Total Income Generated by Graduate Farmers

The distribution of total income generated by graduate farmers during the period

of review indhcated that 30.67% of graduate farmers generated income above R65 000

and only 6.67% of them had income below 830,000, Also their mean total income lor

the same period was ®56,769.36.




Table 4.14:  Distnbution of Total Income Geperated by Gradueate Farmers

‘Respondents  Total | Absolute Relative Frequency | Cumulative
| Income Freguency Freguency
| Below 830,000 5 6.67 6,67
R30.000 - N45000 |18 24.00 30.67 =
M5 001 - M55 K0 19 2333 5600
55,001 - H65,000 10 1333 69.33
| Above M65000 |23 [3067 100.00
Total 75 10000 o
Source Field Survey, 1996

(by  Distribution of Total Income Generated by School Leaver Farmers

The distnbution of total income generated by school leaver farmers dunng the
perod of review reveals that 10.67% of them generated incomes below M 15 000, while
only 9 33% penerated income above W32 500, The mean income of the farmers for the
same penod was M26, 308,26,

The analysis above shows that graduate farmers generated higher incomes than
thewr school leavers counterpan.

This 15 in support of the findings of Toluwase er. ol (1990), which gave
credence fo education as a vilal ool for improved productivities as a resull of
innovation adopted. The graduate farmers were able to adopt more of the improved
farming practices as a result of higher education acquired as compared with therr school

leaver frmers and also due to their higher capital base because loans granted to graduate
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farmers were almost twice those granted to school leaver farmers. This 1s an indication
of the impontant role of credit in agn-business.

Table4.15;  Dustribution of Total Income Generated by School Leaver Farmers

Respondents Total | Absolute Relative Frequency Cumulative
Income Frequency Frequency
Below M15,000 ] 10.67 10.67
15,000 - M22,500 | 30 40.00 50.67
MH22.501 -=_27.500 (21 | 28.00 T86T
27,501 - 32,500 (9 12.00 90 67
| |
| Above W32,500 |7 9.33 10000
| | |
[Toral | 75 100.00 ——
| SEES

Sources: Field Survey, 1996

2{a) Dnstnibution of Average Net Income Generated by Graduate Farmers

The wmcome pattern of graduate farmers of the Mational Directorate of
Employment on vearly basis is as shown in Table 4,16

The table reveals that 6.67% of the respondents penerated income less than
5,000 yearly and 30.67% of the respondents belonged to the highest income earners

who generated incomes above 811,000
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Table4.16:  Distribution of Average Net Income Generated by Graduate Farmers

| Respondents | Absolute | Relative Frequency | Cumulative |
Average Income | Frequency i Freguency
Below W5 000 5 667 6.67

|. NS 000 — N7, 500 18 24.00 30.67

! 7501 - N9.000 19 2533 56.04)
HNO001 -W11.000 |10 13.33 69,33
Above 11,000 23 3067 10600 |
Total 75 100.00 'f
Source: Field Survey, 1996 |

(b}  Duistribution of Average Net Income Generated by School Leaver
Farmers

The table reveals that as high as 10,67 of school leaver farmers generaled
average income of less than W2 500 per annum where only 9.33% of school leaver
farmers generated annual income greater than W5 500,

When one views the mcome of these catepones of farmers on a vearly basis, it
becomes convincing that almost all of them generated income that was very low and
which may bother one on how repayment could be possible and hence this might have
been responsible for the low repayment rate in general among them since the average
income among the graduate farmers 15 89,461 56 and that ot school leaver farmers is
M4 38471

Above all, it can be deduced that both categories of farmers pencrated low

incomes that were unsustainable but the higher incomes generated by graduate farmers
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were clear justification of the amount of loans given to graduate farmers that is almost
twice that of school leavers.

Table 4.17;  Distnbution of Average Net Income generated by School Leaver

Farmers
Respondents Absolute Relative .F:r.eqwl'lﬂ}' Cumulative 7
- Average Income Frequency Frequency
| Below M2,500 8 10.67 10.67
: M2 500 — W3, 750 30 40.00 50.67
M3.751 -W3500 | 21 25 00 78.67 i
#4500 - /5,500 9 12,00 90.67
Above 85 500 7 9.33 100,00
Total 75 10000 =

Sources: Ficld Survey, 1996.

3a)  Destnbwion of Tetal Income among Graduwates of Agnculiure and
Non-graduate of Agriculture Farmers

The distnibution of total income among graduate of agniculture farmers and non-
graduate of agnculture farmers represented by Table 4.18 reveals that graduate of
agnculture farmers generated higher incomes than  non-graduate of agriculture
{untrained) farmiers, since about 48 28% of graduates of agriculture generated mcomes
above W65 000 while only 19.57% of the non-graduate of agnculiure fanmers generated
the same amount  Also the mean income of praduates of agriculture farmers 1s

MEG3 80755 while that of non-graduste of agriculture farmers 15 W52 28683 This
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shows that professionalism matters in considering loan for agn-business and this may
be responsible for higher incomes among the agriculturally trained graduate farmers.
This is in line with the finding of Toluwase er. al. (1991), which gave credence
1o graduate of agrculture farmers in their ability to adopt most of the improved farming
practices, leading to increased productivity coupled with higher income when compared
with non-graduate of agriculture farmers who are not familiar wath the farming
innovations and new techniques of farming since the higher the education, provided this
15 related to agnculiure, the higher the adoption rate,
Table 4.18: Total Income among Graduate of Agniculture and Non-graduate of

Agniculture Farmers

Agriculture Graduates I Mon-agriculture Graduate

Respondents Total | Absolute Relative I Absolute Relative
Income Frequency Frequency Frequency Frequency
Below &30 000 I 345 ’ 4 869
FRI0,000 - {45000 | 5 17.24 13 28.26

| W45.001 - 55000 | 4 13.79 15 3216

| W55,001 - N6S.000 | 5 17.24 5 10.87
Above ®65,000 14 4828 9 19.57
Total 29 100.00 46 Iﬁﬂ.ﬂﬂ
Source:; Field Survey, 1996 E
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(b}  Distnbution of Average Net Income among Graduate or Agnculture
and Non-agnculture Farmers

The distribution of average income among graduates of agriculiure and non-
graduate of agniculture presented by Table 4.19 reveals that 8.69% of non-graduates of
agriculture earmed incomes less than 5,000 a year and only 19.57% carned incomes
higher than ™11,000, while as much as 48.28% of graduates of agriculture eamed
incomes above W11.000 and only 3.45% eamed incomes below W5 000, The mean
income on vearly basis of graduates of agnculture was #10,646.59 and that of non-
graduate of agnculture farmers was &8, 714.47,

These incomes would have been assumed to be too small for graduates 1o live
on and also to allow for an appreciable loan repayment. However, on the average, the
graduate of agnculture farmers generated imcomes higher than those of non-graduates

of agnculture.
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Table 4.19;  Average Net Income Among Graduates of Agnculture and Non-

Graduates of Agriculture

Agniculture Graduates Noo-Agriculture Graduates

Respondents Absolute Relative Absolute Relative
Averapge Income Frequency Frequency Freguency Frequency
Below W5,000 ! 345 4 869
M5.000 - N7,500 5 17.24 13 28.26
N7 501 - N9 000 4 13.79 15 3261
NO.001 -W11L000 |5 17.24 5 10.87

i Above ®11,000 14 48.28 9 19.57

:' Total 29 106,00 45 10000

: Source: Field Survey, 1996,

410  Loan Prepayment Pattern of National Directorate of Employment Farmers

(i) Loan repayment patiern among graduate farmers and school leaver

farmers.

The distnbution patiern of loan repayment among graduate and school leaver
farmers shows a high repayment percentage from the graduale farmers in the sense that
28% of the praduste farmers had redeemed their loan while only 17.33% of the school
leaver farmers had done the same. This implies that gradueate farmers were not lageing
behind in loan repayment. The averape loan repayment in the National Directorate of
Employment agricultural programme as revealed by the respondents in general was

about 52.33% This was contnbuted by 53.33% and 51 32% from the graduate fanmers
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and school leaver farmers respectively. Also, the average repayment of graduate
farmers was W7,127 87 while that of the schoo! leaver farmers was B3 694 95,

From the foregoing, there is low repayment rate from both categories of farmers
since the loan s supposed to be repaid within a period of four years with one year
MR I LT

Table 4 20:  Distnbution of Respondents according to Percentage of Loan

Repayment
Graduates School leavers
_F'.ET-E;'IEH_EE of Lmnhﬂepa}men-t | Absolute Relative Absolute Relative
Frequency | Freguency | Frequency | Freguency

Zero % Loan Repayment 1 13.33 13 17.33
Less than 25% Loan Repayment | 12 16.00 g 10.67
25 - 49.9% Loan Repayvment 18 24.00 17 2267
50 - 74.9% Loan Repayment 11 14.67 | & 24.00
75 - 99 9% Loan Repayment 3 4.00 [ 8,00
100%: Loan Repayment 21 28.00 13 1733
Total 15 100,00 75 100.00
Source Field Survey, 1996

() Loan Repayment Pattern among Graduate of Agriculture and
Non-graduate of Agniculture Farmers.
The distribution pattern of loan repayment among graduate of apnculture

farmers and non-graduate of agriculture farmers as presented by Table 421 reveals
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high repayment on the pant of graduates of agriculture because 44.83% had redeemed
their Joans, while only 17.39% of non-graduate of agnculture farmers had done the
same, The average loan repayment among the graduates of agriculture is 65 42% while
that of the non-graduate of agniculture farmers 1s 45.75%. However, the average
repavment among the graduate of agnculture farmers is M3, 707.07 as against their non-
graduaic of agnculture farmers of W6,152 28,

This shows that more of the loan defaulters came from the non-graduate of
apriculiure farmers. This might have been due to low incomes from their farm
enterprises, coupled with madequate technological know-how to enable them adopt the

improved innovations on their farms

Table4.21: Percentage Distribution of Loan Repayment among Graduates and
Non-graduates of Agriculture
] Agriculture - Graduates Non-Agnculture
| Graduates
Percentage ol Loan Repavment Absolule Relative Absolute Relatve
| Frequency | Frequency | Frequency | Freguency
| Zero % Loan Repavment 3 b0.35 7 15.22
II
:. Less than 25% Loan Repayment | 5 17.24 7 15.22
125 -49.9% Loan Repayment 3 10.35 15 32.61
50 -74.9% Loan Repayment 4 13.79 7 1522
75 -99.9% Loan Repayment | 3.45 2 4.35
100% Loan Repayment 13 44 83 8 17.39
Total 29 10001 46 10000
Source: Field Survey, 1996,
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4.11 Estimation of Results

{a)  Graduates Loan Repayment Functions
Yo = 0.7867 + 0.77886X,** + 0.0138X**
-0.07203X; + 0.11576X* + 0.04050X:*
+ 0.0158913* - 0.12516X; + 0.03616X**
n = 75
R? = 061850 = 0.62
F = 1339791 = 1340
" Sigmificance al 5 percent level
e Significance at 1 percent level
A t-test was used to carry out the sigmficance of each of By, Bz, ... P

parameters at 1% and 5% levels. The result of the tests are as follows:

1.

Total mcome from National Directorate of Employment work 1s positive
and highly sigmificant. Thus, an increase in the level of income will result in
an appreciable degree of loan repayment in the National Directorate of
Employmem Aoncultural Programme.

The total mcome derived outside National Direciorate of Employment was
positive and haghly sigmificant.  Also a small increase in the total imcome
derived from outside source will result in an appreciable increase in loan
repayment. This was in accordance with a prion expeciation,

The total loan taken outside National Dhrectorate of Employment was not

significant and had a negative relationship in consonance with the a prori



expectation.  This, thus implies that, though the effect of the vanable was
not significant, its increase will result in disminishing loan repayment rate.
Location of farm site was positive and had a low significance value. Thus,
the more the farmers’ town 15 closer to his farm, the more likely his
commitment to work with a resultant high productivity thereby generating
enough mcome to settle his indebledness.

. The number of visits denoting the level of supervision of farmers activities
by the National Directorate of Employment officials had a significant and
positive impact on loan repayment. Also a small mcrease m the level of
supervision will lead to a good repayment rate.

. Occupation of farmers’ parents gave a positive and low significant effects.
This suggests that, larmers whose parents are farmers, will not be ahiens o
the farming business which will definitely affect their productivity, income
and hence loan repayment

Age of these farmers was an insignificant factor to loan repayment in the
Nationa! Directorate of Emplovment graduates apniculiura] fanming scheme,
However, 1t had a negative effect.  This might be due to the fact that the
older a person is, the more 15 his responsibnhity and as such, the less will be
his chance of repaying loans.

. Specialization in agriculture had a highly significant and positive effect on

loan repayment.



Coeflicient of simple determination R’ is the one of the most frequently

consulted statistics in regression analysis because 1t reflects the ability of the chosen

predictor variables X to explain the vanability of Ye.

The R-squared was found to be 0.6189 which showed that about 62 percent

variation in the Y variable was explained by the independent or predictor vanables.

ib)  School Leavers Repayment Functions
Ys = 0.73624 + 0.63728X** + 0.09357X,**
=0 14116X; + 0.023500.** + 0.2064 1X*
+ 0,02307X:** + 0.01121X*
n = 75
Rt = 054204 = 0.54
F = 11.32882 =11.33
’ Significance at 5 percent level
i Significance at 1 percent level
A t-test was conducted to determine the significance of each of §y, Pz, ... B3

parameters a1 1% and 5% levels. The result of the tests are as follows:

Total income from WNational Directorate of Employment agricultural

programme work is positive and highly sigmificant to loan repayment. This
indicates that income from National Directorate of Employment work was a

good determinant in the loan repayment displaved by the school leaver
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farmers. And that as income was mcreased, they paid more attenhion to loan
Tepayment

. The total income obtained outside National Directorate of Employment was
positive and highly significant. A small increase in the total income denived
from outside source will lead to an appreciable increase in loan repayment
This was in accordance with expectation.

. The total loan taken outside MNational Directorate of Employment was not
significant and also had a negative relationship in consonance with a pnion
expectation.  This, thus implies that, although the effect of the variable was
not significant, 1ts increase will result in a diminishing loan repayment rate.

. Location of farm site iz positive and highly sigmificant However, the
positive relationship shows that school leaver farmers preferred being nearer
to their home town than to far away places.

. The total number of wvisits to farmers’ farm by National Directorate of
Erﬁpln}m:nt officials was positive and shghtly significant. This suggests
that, the more farmers are being supervised, the more attention they pay to
loan repayment.

. Occupation of farmers’ parents gave a positve and highly sigmificant
effects. This supgesis that, farmers whose parents are farmers will not be
aliens in the farming business which will definitely affect their productivity.
. The positive and high sigmficant age vanable among the school leaver
farmers indicates that the more matured the school leavers are in terms of

age, the more their productivity, income and hence loan repayment.



Cocfficient of simple determination R® is the one of the most frequently
consulted statistics in regression analysis becawse it reflects the ability of the chosen
predictor vanables X to explain the vanability of Y.

The R-squared was found 1o be 0.54204 winch showed that about 54 percent
variation i the Yy vanable was explained by the independent or predictor vm'fablﬁh

412 Result of Hypothesis B

| Test of Difference Between Average Total Income Among Gﬁm E
Farmers and Schoo! Leaver Farmers

Test for difference between the average total amount of mcome pencrated
between graduate farmers and school leaver farmers was carmied oul at 5% and 1%
levels of significance.

The total population of the respondents were used for the test making up of
{150 - 2) = 148 degrees of freedom  The result of the 1-tes1 computed gave 3.55 Bul
the t-table at appropnate degrees of freedom are 196 and 2 58 ar 5% and 1% level
respechively which indicates that the Ho s rejecied at both levels.

Thus, there was no sufficient evidence from the sample o justify that there is no
significant difference between the average amount of income penerated by the graduate
crop farmers and their school leavers counterpart  Hence, there 15 & significant
difference between the uv:ragr.umuunl of imcome gencrated by the praduate crop

farmers and their school leaver farmers.,
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1 Test of Difference Between Average Loan Repayment Among
Craduate Farmers and School Leaver Farmers

Test of difference between the average loan repayment between graduate
farmers and school leaver farmers was camied out at 5% and 1% levels of significance.

The total population of the respondents were used for the test making up of
(150 - 23 = 148 degrees of freedom. The result of the 14est computed pave ot 2.74.
But the t-table at appropnate degrees of freedom are 1.96 and 2.58 at 5% and 1% levels
respectively which indicates that the Ho 1s rejecied at both levels.

Thus, there was no sufficient evidence from the sample to justify that there 15 no
significani difference between the average amount of loans repaid by the graduate crop
farmers and their school leavers counterpart.  Hence, there 15 a significance difference

between the average loan repeyment between praduate fanmers and school leaver

farmers.

i Test of Dhfference Between Average Total Income Among Graduate of
Agniculiure Farmers and Non-Graduate of Agniculiure Farmers
Test of difference between total amount of income genersted between  graduate
of Agnculture farmers  and non-graduate of Agnculiure farmers was carmed oul at 5%
and 1% levels of significance
The otal population of respondents used for the test is 40 with (40 - 2) = 38
degrees of freedom, which were oblained through stratified random sampling with

proportional allocation method.  The result of the t-test computed gave 3.19. But the



t-table at appropriate degrees of freedom are 2.02 and 2,70 a1 5% and 1% respectively,
which mdicates that the Ho is rejected at both levels,

Thus, there was no sufficient evidence from the sample 1o justify that there is no
significant difference between the average total income generated by the graduate of
agriculture farmers and non-graduate of agriculture farmers.  Hence, there 15 a
significance difference between the average total amount of income generated by

graduate of agneulture farmers and non-graduate of agriculture farmers.

v Test of Difference Between Average Loan Repayment Among

Graduate of Agnculture Farmers and Non-Graduate of Agriculture Farmers

Test of difference between the averape loan repayment between graduate of
Agnculture and non-graduate of Agnculture was camed out at 5% and 1% levels of
significance

The total population of respondents used for the test 1s 40 with (40 - 2) = 33
degrees of freedom, which were obtaimed through stratified andom sampling with
proporional allocation method.  The result of 1-1est computed gave 2.55. But the
t-table at appropniate degrees of freedom are 2.02 and 270 a1 5% and 1% respectively
Observing these results clearly, it s seen that at 1% level, the null hypothesis 15
accepled showing no vanation'significant  difference between the average loan
repayment among graduates of agneulture and non-gradustes of agriculture. However,
al 5% level, there 15 a sipnificance difference between the average loan repaid by the

graduate of agnculture farmers and non-graduate of agniculture farmers.
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CHAPTER FIVE
50 SUMMARY, RECOMMENDATION AND CONCLUSION
3.3 Summary

There 15 no doubt that unemployment poses a threat 1o Nigena in terms of
resources and welfare costs. It also has a potential for social and political instability.
The move to salvage the country from this high unemployment rate led to the
establishment of the National Directorate of Employment (N. D. E.) in 1986. The main
aim of N. D. E. agricultural programme is to channel production resources to educated
but unemployment nationals for farming, among others.

The educatonal background of these farmers was expected to manifest
positively in their farming practices. Thus, they were expecied 1o realise appreciable
mncomes to liqudate their indebtedness within the loan repayment time limit. However,
loan repayment was not encouraging among these farmers in general.

This study therefore, evolved from the frustration posed by this unwanted
situation with a fundamental aim of comparatively analysing the patterns of income
generation and loan repayment displayed by graduate and school leaver farmers of the
N. D E in OUndo State since inception to date. This was however, coupled with
drawing out logical comparisons among graduates of agriculture and non-graduate of
agniculture farmers involved in the scheme.

The sole mm was achieved by mterviewing a total of 150 randomly selected
farmers from five (3) randomly selecied farm sites by means of a structured

gquestionnaire. This total however, embraced 75 gradumies and 75 school leavers.



Among the graduates selected were 29 graduates of agnculture and 46 non-graduates of
agniculiure,

The analytical technigues involved were both descriptive and quantitative. The
descriptive method emploved the use of basic statistics including means, absolute and
relative frequencies distnbutions

The quantitative techmiques involved tests of hypothesis and estimation
procedures. In the tests of hypothesis, 1-1est was used, based on the samples involved
for the tests. The estimation procedure was used 1o estimate loan repayment models.

The descniptive analysis revealed among the following that men are more
prominent than women m N D E Agncultural Progamme in Ondo State, the
graduates farmers are older and have more family commitments. That majority of the
farmers operate outside their local government of ongin, that graduate farmers had
more access 1o formal lending institutions and that the informal sources of loan are
more prominent among the farmers in general 11 also revealed that average total
income of the graduate farmers over the six years period was M56,769.36, while it was
M6 508 26 among the school leavers dunng the same period.  Since, the average
income of the graduate farmers was double that of school leaver fanmers, it could be
deduced that the graduate were better income earners, when compared with the school
leavers dunng the penod  The analysis further showed that agriculiurally trained :
farmers eamed average total income of |63,879.55 compared to those of non-graduates
of agriculture of W52 286 83 during the six years period. Thus, the farmers that had
formal education in agriculture were supenor, in terms of income generation, to their

non-graduate of agriculture counterparts
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The average loan repayment in the N. D. E. in general was about 52.33% this
was contributed by 53.33% and 51.32% from the graduate farmers and school leaver
farmers respectively. Thus, there was an average percentage loan default of about
47.67% in the Agnicultural programme of N. D. E. in Ondo State.

The average percentage loan repayment among the graduates of agriculture and
non-graduates of agriculiure were 65.42% and 45.75% respectively. Thus, graduates of
agriculture setiled more of their debts than the non-graduates of agriculture.

The findings that the yearly averape income of praduates and school leavers
were M9 461.56 and W4 38471 respectively with a peneral average percentage loan
repayment of about 52.33% among all the farmers revealed a very low income
generating and loan repayment situation in the N. D. E. Agricultural programme.

The estimation procedure revealed that loan repayment in the N. D. E. was
influenced by a number of factors. Specifically, the key determinants of loan
repayment among the graduate farmers therefore included:

{a) total income of farmers from N. D. E. farms;

{b) total income denived by farmers from outside N. D. E. farming activities;

(¢} farm locations;

{d) area of specialisation in education career of farmers;

{e) total number of visits made by N. . E. official= to farmers” farms; and

(f) occupation of parents of farmers.
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Among the school leavers, the following factors were revealed to be affecting

loan repayment

{a) Income of farmers from M. D. E. farms;

{b} Total income denved by farmers from outside N. D, E. farming activities;

{c) Locanon of farm sites;

{d) Total number of visits made by N. D. E. officials 1o farmers’ farm,

(&) Occupation of farmers’ parent; and

(f) Age of the farmers

The hypothesis tested revealed that,

1.

b

There is a significant difference between the average income generated by
graduate and school leaver farmers at both 5% and 1% levels of
significance,

There 15 significant difference between the average loan repayment between
graduate and school leaver farmers at both levels of significance.

There is significant difference betwesn the average income generated by
graduates of agniculture and non-graduates of agnculture at both levels of
sigmificance.

Al 5% level, there 15 a significant difference between the amount of loan
repaid by graduate of agriculure farmers and non-graduate of agriculture

farmers but no significant difference at 1% level was achieved.



52  Recommendations

Based on the findings from this study, the following recommendations are made
to improve the N. D, E. Agncultural Programme and for planning strategies for simlar
schemes and programmees in the country in general,

Agniculturally trained graduates should be encouraged 1o join the N. D. E
Apriculiure Programme by giving them preferences over any other group of farmers
under the programme.

N, [ E should give preference 1o unemployed and qualified imdividuals with
farming background They will not be alien 1o most operations in the farm as this
might be a key determinant of their performances on the farm

Better loan administration as well as the proper monitoring and supervision of
all actvities of farmers on the field should be embarked upon by the qualified
personnels of the N. D, E The graduste participants” farm must not be left out during
this routine monitonng

The non-graduates of agriculiure participant should be given thorough practical
traming i agniculture like the school leavers belfore they are lefi to be independent on
thewr vanous farms Moreover, these categones of farmers should be visited frequently
on their farms to correct thair operational mistakes and errors

Farmers should be sited as close as possible to their home towns 50 as o
improve their socio-ideological commitments and adapiations 1o local agronomic and

climatic parameters.
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Inputs such fertilizers, chemicals like herbicides and insecticides, should be
made available both on tme as well as a1 subsidized rate 1o farmers, so as o reduce
madequacies and high cost of production.

Market outlets should be assured for the products of these farmers so that they
face good pricing always, thereby disallowing loss of income through poor pricing of
products.

This research is by no means exhaustible, hence, further studies could still be
camed oul in other states of the federation 1o allow companisons and enable amival at

control measures and corrections for N. [D. E. short comings on the programme.

53  Conclusion

Graduate loan beneficianies of the National Directorate of Emplovment
Agriculiural Programme performed better in the loan repavment than the school leavers
beneficianies having redeemed over 28% (of amount) of loan granted them as against
aboul 17% of the school leaver farmers. Thev also penerated higher incomes that
influenced loan repayment.

The level of education of the graduste farmers had effect on their farm output,
contributing to higher income, whereas, the school leavers low level of education and
low matunty caused a short-fall in their expected performance and income

Therelore, the praduale .I'a.rrm:r:i had better onderstanding and were befier
managers than the school leaver farmers in the National Directorate of Emplovment

Agncultural Programme.
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APPENDIX
QUESTIONNAIRE

SCHOOL OF AGRICULTURE AND AGRICULTURAL
TECHNOLOGY
DEPARTMENT OF AGRICULTURAL ECONOMICS AND
EXTENSION
FEDERAL UNIVERSITY OF TECHNOLOGY, AKURE

PROJECT TITLE: LOAN RECOVERY TN NIGERIAN AGRICULTURAL PNETITUTION. A
CASESTUDY ©OF AGRICULTURAL LOAN PROGRAMMES OF
NATIONAL DIRECTORATE OF EMPLOYMENT, ONDO STATE

PURPOSE: Thrs study intends 1o myvestigate how participants of Agncultural Loan
Programmes of Nationa! Directorste of Employment in Ondo Stale are

responding to the Directorate Loan's Repayment procedure.  Respondents are
assured thal informstion collected will be used solely for rescarch purpose.

Y o I O T ORMORMIBIIIE oot b PP M R P s P SR
2.k T R e e el
B R O ORI .. oot s A b S O s A L s S b i
4 Mana! Sutus: (2} Single ... ) Married
5. Familv Size: (a) Wumber of wive{s) ..o
(b e o eI i e e
() Nuwherofdependaare .. oo e g
6. Level of Education: (8)  POSTPHIEN ©ooooomeeeeoocooeoeoees oo eeeoseores s eeersseesesse
7. 1F6(b) sbove. what is your ares-of Specialission? ...
9. ls your farm site in your Local Government Ares?  Yes oo N i
10. In what year did you stant the programme? ..

11. Did you have any farming experience before you stared the programme? Yes ... No ...
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12. If yes, please state in what fomm: i,
13. How much is your total production for cash crop produced during 1990 - 1995

cropping seasons. (Complete the table below),

YEAR CROP PRODUCED  PRODUCTION QTY PRODUCED  QTY UNIT PRICE
COSTS =)
19960 =y e ———
B S ko oo
.
15991
2
19492
S
953 |
B liGsieii i S ek e S i s
3
19494 P At ot e S 8 St et T
B Soe T T Wil e S
- .
1995 1
v e "
.



14, How many times did the N. D. E. officials visit your farm per year?

YEAR  NUMBER OF VISIT

BPEY oo i i st
2| R LR eI T RV
1992
FOE:, R G
T st s
5 Y BN S R e e S

15. Dnd you engage m any other bosmess apart from M. DL E. progremme? Yes ... Mo .
16. 1f ves, complete the following table:

YEAR  JOB DESCRIPTION TIME SPENT INCOME PER ANNUM (M)
199

19491

1992 s
PR i 0 B O A3 A
149944 S R R AR R
1995 : T T

17, How much loan did you obtain from N, D.E7M
18. Have you repaid your logn in full? Yes......oomiiiniinnniciies N0,
19, 1f Mo, how much have paid back™:

YEAR  AMOUNT DUE FOR REPAYMENT (M)  AMOUNT REPAID (H)

L R e e e AT SN o ST A S L o £ et et PR e e Sy et
L R T —
PO e T T R
L DTN
D o R Ry A e R



20, If vou have ever defaulted, give reason(s) fordoing 3o ..o e

21. Dnd you take any loan ontside the N. D.E? Yes ... ool Neooaan

21. If ves, complete this table:
YEAR  LOAN SOURCE AMOUNT (R) PURPOSE (W)

PR cEES O RS RS e P TR e P S e o
1991
FE e R e i A SRR [ e R R R A

19493 PSR Bt SRR

P i e S e, e

24 Supgest ways of unproving the PIOZIRINIIE ... ... e oo eeim e e rie mem e s mem sememrs 5



