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ABSTRACT B

The main aim of this study is to determine the effects ‘of

L[]
" Financlal Self-Help Groups on poverty alleviation in rural

_Nigeria through Rural Development Projects-financing in areas
where they exist. | .

‘Both primary and secondary sources of data were utilized.
‘Secondary data were obtained from a review of existing relevant
'1iterature and official publications, whilevprimary.data were
generated by field surveys involving the administration of tweo
sets of structured research questionnaires - one set on 30
randomly selected Financial Self-Help Groups (FSHGs) and the
other set on. 150 individual members randomly selected across the
groups sampled. The data was analysed using simple descriptive
statistics and correlation analyses. p

The results of the study showed that most rural individuals
belonged to not less than 2 variants of FSHGs within- their |
locality. - This multimembership coupled with multiple contribution
techniques, which were rampant ‘among members, were found to have
significant influence on savings and-investment potentials.of
the rural poor. Even though Specific group membership were
restricted to manageable sizes, these habits (ie. multimembership
and multiple contribution techniques) afforded members unlimited

opportunities.to save and/eor invest within ‘the: group‘projects.
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Membership to these FSHGs thus induced productive investment
at ‘both individual and group project levels. The correlation
analyses reveal that. membership to these FSHGs was. positively
1inear1y correlated with savings mobilization, capital accumu--
lation and individual investment potentials of the rural poor,
The funds thus ssved and/er. accumulated was found to be corre-
lated with memhers' propensities to engage in Group Poverty
alleviation schemes (funding productive investments) in a positive -
linear fashion. |

| These group-induced investments were also positively linearly

-correlated with factor productivity and net income of members.

Even though some poverty perpetrating features (surplus
consumption, underemployment of‘labour and’ other resources,
extended familyjsystem withuthefconseQuent,increased burden'on
productive individuals,inclement:macro;economic?and political»
poelicies, unfavourable institutional frsmeuork.etc) 'these FSHGB-
“was found veritable in the attempts of the Nigerian rural poor
to break the vicious circles of poverty through self effort.
They are well adapted to the micro—economic milieu of the rural
poor and their effect of productive investments for increased
productivity, net incomes and per capita incomes of members was
positive,' The paucity of funds from other sources of investment
fund.was'striking. | | | |

It was therefore recommended that-possiblellinkage programme (s)

- between FSHGs and.formal financial intermediaries7(banks) be



| vii
- explored furEher'ih order ﬁe_enhance more p?oductiﬁe investments
in rural Nigefia to, extents'tha#"would break-the poﬁefty cycles‘
t'her.eirii.. This is akin to the theory of the "Big Push® that was
propounded by Rosentein Redan in 1943.

Such a linkage would- also bring FSHGs into greater relevance
and effectiveness by increasing their.qpportun;ty,to access
;1arger sums for morelprof;table investments on pQVetty alleviating'

projects in rural Nigerila. ' I )
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.CHAPTER ONE

1.0 o ) _ INTRODUCTION"
v T !

1.1 Background Information/Problem Statement

‘Recent: economic reforms.and oevelopment programmes in
Nigeria Jhave drawn greater attention to the pressing need for
rural sector transformation. This has given rise.to greater
emphasis on integrated Rural Development'Approach.as a major
variant of Rural Development planning in Nigeria. This derives
from the fact that the Nigerian Rural Sector occupies a central
p051t10n w1th respect to .primary (agricultural) production,
1abour - force and population dynamics. At_the moment, over 75%
of Nigeria's population ‘live and workmin'theirurai areas |
(F.0.S., 1991). | |

Empirical evidence.has shown thatvthe Nigeria's rural areas -
are caught up in a web of factors economic and non—economic,
‘which act in concert with the ailing macro—economic environment
to trap it down in the vicipus<circ1e-of poverty.(Ijere,~1992).
Prominent'among.such."povertv—trapn_factors'is theirisavings‘and
investment behaviour which is. an incidental consequence of their

relatively high. propensity to consume (EkUWen, 1985)

In lieu of the above, successive Nigerian governments have
made attempts to break this vicious circle of poverty through
various programmes meant to boost rural savings mobilization,

capital accumulation and investment in primaryg(agriculturai)

-
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production-in her rural villages. Excerpts of such programmes
are Supervised Agricultural Credit Schemes (1987), Rural Banking

o

Scheme (1977), Community Banking Schefne (1992) and various rural
,infrastructural incentive. schemes like Directorate for Food Road
‘and Rural Infrastructure "DFRRI" (1987) all aimed “at improving
the savings and investment habits of_the'rural poor. wThese‘have
met with;minimal success (Okorie and Miller,vi§78; Nweze, 1990).
Instead of encouraging productive investments in primary produc—
) ing assets (agriculture), these programmes have merely succeeded
in mobiliz1ng savings deposits and other chequable ‘deposits in
banks and: the accumulation of capital intensive assets which are
largely»unproductive in developing economies..

This led ‘to the cash glut (excess liquidity) ‘in most Nigerian
banks in .the late 1980s (Tony, 1989).  For instance, between 1989
and 1990, aggregate money supply expaned by 44, 9% (CBN, 1990)

This is because these financial intermediation programmes were
faced with the nagging problem of ensuring credit effectiveness
in a socioIogical-set up~ﬁhere government properties and financial
assistance are erroneously considered as "booties" (Arene, 1992)

Thus, the precarious performance of the rural _economy in
Nigeria has been linkedtnot to savings and capital.accumulation,
but largely to the low propensities to invest among the rural .

poor (Cropp et al, 1989). Empirical evidence abound indicating

that various informal'financial.self-help organisations'have'
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potencies of not onlv mobilizing Savings'and accumulating
capital among the rural poor but also channelling these to
productive investments (Eboh,. 1;93)._ Rural savings and credit.
‘associations (ROSCA) is the most widespread variant of these
organisations in Nigeria (Seibel and Damachi, 1982; Ijere and.
Miller 1990'.Nwe7e l990°-Urama, 1992) | Among the popular

services rendered by ROSCA ares: pooling and distributing
'sav1ngs, grantlng loans, intermediating reciprocal obligations
such as‘labour-exchange facilitating peer'intercourse as well‘
as increasing employment and output (Okorie andfObeta,'1986;

. Sloverland Chevas; 1992). 'By'poolingitheir resonrces they are
able to make-regular investménts»than any of them could expect
to make individually and as such are able to build up a safer
and more profitable portfolio than they could expect to own -as
1nd1viduals (Stiegeler, et al, 1976). These services, the
entire fabric of these groups have'critical implications for
rural finance in theAcountry'and their general impact on the
microeconomy of members are positive (Eboh, 1993).

In lieu of these empirical evidence'on'the socioeconomlic
conditions of the rural poor; the,continued lack of inducement
to invest and the institutional failure'of_our formal financial
ﬂintermediation,prOgrammes,-1t Seems plausibIe'that the savings;
capital accumulation‘and investment nabits of rural individuals,
as evidenced oy.members of Rural Financial Self'Help Groups

(RFSHG) be understood;fin content and in detail. .Tnis under—

' te
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standing will enhance bééter-policy measures:ongegpahding the
investménf portfolio-of thelrural onr.maSSeg-fﬁf0ugk these
groups for them to be broughtvihto greater relevance and effec—
tiveness. This may be a sure way of bresking the demand side
of the poveﬁty'circles by increaséd investment among the rural

poor. The multiplier effect of ,such will be encourégiﬁgQ

' 1.2 Objectives of the Study:

The broad objective of the étudY‘ishtb-examiné the impact
of rurai financial self-heib"@rodpé onApovépty’and ihcomé dis-
tribution 16 rural Nigeria. :Tbe‘épecifié objéqiives are to:

(1) feview some poverty—lihked.characterisf}cs of

o 'Nigeria's'rural dwéliers; |

(11) examine the impact of RFSHG on propensities to save,

Ainvest and/or consume among rural membefs;
(111)> examine tﬁe imbact:of group—iﬁducéd-iﬁVestments
| on,ihcréésed producﬁivity and-nétninéOmé of

members; |

(iv) dete:mine some poverty pefpet;ating features @f

the rural poor; and »

_(V).'Squgét pbiicY>measures to alleviaté poverty and

nafer théidegree bflincbme ingquaiity in rural

Nigeria.



1.3 ,Research Hypothesis:

The null hypotheses to be tested include “that:
(1) socio-economic characteristics of rural_ N
dwellers do not affect their prOpensity to
- save, invest and/or consume;
~A(ii) rural‘financialzself help groups'have no::
impact on member s propensity to save;

1nvest and/or consume'

1.4 Scope of the Study._

The focus of this study is on Rural Financial Self-Help
Groups that exist in the study area with a view to achieving
"the set obJectives.

However, the emphasis will be on Esusu clubs, Age - Grades
and Family Unions. This is purposive since the activities of
of other variants of FSHGs prevalent in- Nigeria like village/
clan associations, masquerade groups et cetera, bear very
little on savings and credit and other forms of rural financial
,intermediation (Ijere, 1990) Also, daily savings groups
where they occur are sporadic and limited to a few urban areas
where the participants do. not hold meetings and thus cannot |
be referred to as groups,'clubs_or‘associations (ljere; 1990).

This study will therefore, focus“onfthe.rotating and non-

rotating systems of savings/credit -on self-help'basis as'found'
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within Esusu clubs, Age grades and Family unionsgin Enugu

State,

1.5 Justification of the Study:

. In Nigeria, greater percentage of the population make
up the rural sector which is known to be predominantly
caught up in a web of factors which trap it down in the vicious
circle of poverty. Poverty linked characteristics of the
rural‘masses_derive mainly from their-low propensities to save
and invest and their'high propensity to consume with the
'resultant effect of low,productivity and  income among rural
dwellers., - ‘ | / o |

Concerteg efforts by government:to alleviate poverty '

through formal financial intermediation programmes have met |
with little success, while some indigenous self help organi-
sations have proved veritable in improving the savings and
investmentfpotentials of the rural poor-in\ﬁigeria. From
a priori expectation, improving savings and productive invest-
ment is a sure way to increasing the inCOme level of investors
(cf. the investment multiplier In: Dernburg, 1980). _
‘ It is thus hoped that the findings of the study~wil1 be
of immense benefit to policy makers, researchers and development

agencies in proffering measures for effective mitigation of



poverty in rural areas on selfmhelp‘bases.

T fl

1.6 'Limitations‘of the‘Study:

The results of this research work should.be interpreted
with the following limitations in mind-‘

(a) Data collection took place among rural individuals
who were hardly literate enough to give accurate values of
their income, savings and investment. Most.of the respondents_
.were not disposed'to divulge information on their investment
habitsvsince tney describedgit‘as "prying into.their most
.coveted.personal matterS". nlso,‘a'few‘demanded remunerations
before they responded to questions. Thus savings and investment
A figures used here might be a little biased. |

(b) Con51dering the amount . and type of information
sought, the time_available for.this studx was rather short.
Collecting data on individual members‘ income. savings and
-investment required a longer period of time; at least two years,
. Over this period of time, farm income, onsumption and invest—
ment of rural 1ndividuals would have shown sufficient vari- .
abilitylparticularly wlth respect to seasons, inflationary
trend and fluctuations in farm-productlprices. |

() The data_on use of savingsfand'credit relied partly
on'respondents' memoru recall, since’ records were hardly kept

and cannot be regarded as absolutely accurate.
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- (d) The 1nformality of the Rural Savings/Credit Clubs
(RFSHGs) prec]udes proper investiqation and some active groups
may have been left out at the sampling stage. ,Consequently,
the sampling procedure may not be'eﬁror_prqof. .. '
These limitations notwithstanding,'the results'of-this
j research wou1d~satisfy the objectives of the study and even '

help in the 1dent1fication of points of departures for further

enquiry on the subject,

1.7 Plan of the Study:

This reSearch report is presented in five‘chapters.
Chapter one presents the background information, problem
statement objectives of the study, research hypotheses, scope
of the study, its justification and 11mitations. Chapter two
embodies a review of relevant literature on Rural Financial
Self Help Groups with’respect to its historlogeographic spread,
types and’ nomenclature, financial intermediation process and
investment ucLivitieB, ﬂavinqs mobilization potentials and 1its
relevance to poverty alleviation and rural development.

Chapter three deals with the methodology used for the
selection of resppndents, data collection and analysis.
Chapter.four presents the;research re5u1ts while chapter five
presents summary of'major findings, recommendations and

¢onclusions made from the findings.



CHAPTER TWO

2.0 - .LITBhATURB REVIEW

The organisational structure, character and operation
,of Financial Self-Help Groups (FSHGs) found in rural ‘areas
have been documented to some extent. by SuCh writers as |
Johnson (1921) Bascom (1952) Ardener (1953), Isong (1958),
Kurtz (1973), Bouman (1977), et cetera.’ But since the Esusu
were notlfor<these writers a central theme:of their work,. much
-remains»to be documented about thelr organisation, Operation '
and economic performance (Okorie and Miller,'1976) ﬁore.’
recently, Okorie and Miller, (1976) ‘Nweze, (1990) Slover,
(1991); Shipton, (1992)' Schrieder, (1992Y Danjuma, (1993)
and Eboh, (1993) to mention just a few have documented ‘a more
focused study-oh Such groups among rural farmers.but with
‘1itt1e emphasis.on their impact on income distribution and‘»4
poverty, allev1ation in areas’ where they exist.‘ | |

An attempt will be made to review avallable literature -
on the subject with respect to its historio-geographic spread-
types and nomenclature° financial intermediation and investment
activities; sav1ngs mobilisation.potentials vis-a—vis other
facets of rural finance and its relevance to poverty alleviation

and rural development planning and policy formulations.
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2.1 Financial Self- Help Groups' A Historio—
: geographic Spread '

From time immemorial Afficans.haye recognised the-
economic benefits of self«help either in the forms of monetary
contributions or in the form of 1abour exchange in farms
4 (Ijere and Miller,~1978).' As a result of interdependence in
life, the.people organiseﬁthemselves-intO'economic'and SOcial
clubs to help one another in solving common_problems (Ijerejand-
Miller,.1978) ’These arrangements constitute an important
ancestrial heritage which "living" generations must bequit to
"coming" generations, (Eboh, 1993) -In Eastern Nigeria, this
clubbing culture is commonly expressed in the proverbial .
saying that.

"Anyuko mmamiri onu, ogho:ufufu"
 translated to mean that "togetherness
' . (pooling of efforts) gives mutual
| o 'strength and’ greater results"

Generally, these clubs are widespread amond variousy
.ethnic groups in developing countries.

In Asia, various forms of informal FSHGs ‘were documented
as early as 1899 (Ardener, 1964). .In China, Fei (1930) also
reported the existence of such clubs.' Fredman.(1957) gives.a
detalled account of one of such associations among the Chinese
in Sarawak. A full description of the role they play in Java'

is given by Geertz (1962),,and Ardener, (1964) opined that ‘they



'are aleolfoundaln Timor; the Philiopines andeongkoog;‘

In Iadia,'a tyoe of FSHG_Fnown as‘ﬁKometi" (probably
-lfrom the Eoglish."committee")'started among WOmeh at about the
turn of the'l9th century and'islstill found to date (Ardener,
_1964); Geertz, 1962), Rural Financial Self;ﬁelp Gfoups (
RFSHGs) are alSo evidept:ib Europe. .Jeffe:y (1951); Kuber ahd
.Koplan‘(l944) stated that auCh.associations existed.in some
minningoqist;icts_of England‘whlch were-oroanized‘for the mail-
order purchase of some perSOnal items which were normally very
large 1tems in low income groups. AX

In Africa, FSHGs are known to have exi*ted in Central
Eastern_and Southern Africa. In west Africa, variants of such.
groups abound (Ijere and Miller, 1978; Seibel and_Marx, 1984).

. Financial.self;Help Groups (e.g. the la@Su) have been.
described as the most wideepread focm of self helo organisations
in Nigeria (Seibel and Marx, 1964; Ijére; 19885 | According to
Okorle and Miller, (1976) 'about 63% of .the adults among
Aflkpo—IgbO of Imo State were members. of contrlbution clubs -
'the Isusu. Two other studies by Seibel, (1984)‘and'Mon1kes,
(1970) also reported thatlit was hard to find an adult Igala

in rural areas who was not mémber'of.a Se1f;He1p Group (ie

i

Savings and/or Credit Clubs).,; B} L
Generally, the Igbo people are noted for their historic

embrace of mutual support philosophy (Eboh, 1993) Infact .the
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belief 1n the greater strength of group action, expressed in
the popular Igbo saying: "Igwe Bu Ike" meaning "many is
trength" is deeply entrenched in their traditional culture.
" As far back as 1934, village studies revealed indigenous asso;
ciationsvorganised forvmutual‘help among the Igbos (Green,t
1947). Ten years later, they were found‘to have proliferated
'(Green, 1963); Otternberg; 1968)., This prolific nature was
confirmed by subsequent'research findings,'(okorie and‘Miller;
- 1976; Okorie‘and Obeta,'1986; Ijere, 1990;:NWese; 1950).

2.2 Financial Self-HelpﬁGroups- Types
and Nomenclature

" Two major types of 1ndigenous FSHGs (ie savings ‘and/or
_credit associations) have been documented namely, the rotatory
savings clubs’ (cycle savings clubs) and the non-rotatory
savings clubs (Miracle et al, 1980; Miller, 1974;.Bouman, 1977 ;
Seibel and:Damachi, 1982; Tjere, 1990), and have been design-
ated by various appellations. Other variants of.sayings clubs
" have also been documented depending on the basis of taxonomy
used in each locality (Seibel and’ Marx, 1984). Noteable
variants of these clubs. that they reported in their study of
.Igala-land in 1984 are.
1. Rotating Savings/Credit Association° ,
2.  Non-rotating Savings/Credit Association; .

3. Family or Clan Savings/Credit-Association;
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4. Commdnity‘Savings/Credit Assooiaﬁion;
Se Special Purpose Savings/Credit Club, and

i

6. Saving-in—kind Association.-

However, Ijere, (1990)'n0ted tnat'whateVef.the type, name
and locaéion,Athe distinctive feafnre of'ﬁheSe groups is the
gaccumulationzof savings and'flexibility'1nfresponding to'différg
ent needs of members, | o |

In-terms of nomenclaturé, Rnral Financial SéifJHelp Groups
are known by various appellations. For 1nstance, inuLiberia,
they are known as "Esusu" (Ijere, 1990), while in Gambia and
Sierra Leone,.they are known as "Osusu"_and‘"Asusu" respectively.
In Senegal and~IQory'vCoast,‘they havo such names os "Tontine"
and "Diaou Noni" respectively while in Cameroon, they go by such
names as "Njangi", "Djungiﬁ, "tontine" or- "bank" |

| N7 : . . .
In Nigeria, there are as many names as there are ethnic

groups.' Notable ones are:;Esusu" or "Ajo“ ‘among. the'Yorubas,>
"Isusu"Aof ﬁOtutu", (sometimes,-"Utu") among the Ibos, "Osusu"
_among the édos, "Adashi® among ohe Hausas, "Daﬂhi" among the
Nupeé,lgsfe" among the Ibiblos and “dku" among'the Kalabari
Ijawo (Okorie and Miller,'1976). |

- These names are synonymous to those found In the rural
committees of‘other parts of the world such as - “Ketu" of the.

Negri_Sambilian Malaysia, the "cheet" of the Mouritian Indlans,

"komiti" of the Maori‘communities in Newzealand_, and the
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ﬁKE societies"'in Korea,

2.3 Pinanclal lntermedintion"and Inlestment'Activitieu
© of Financial Self-Help Groups (FSHGs)

Many FSHGs have metamorphosed into veritable and popular
channels of financial intermediation while yet retaining many.
other socio-tultural roles on‘which they were traditionally
founded (Eboh, 1993);. |

Broadly defined rural financial intermediation includes
all the mechanics and processes. involved in prov1ding channels
for the accumulation and use of savings- the sourcing and allo-
cation ‘of investments capital as well as the‘flow.and holding
of funds in the rural sector (Eboh 1993)b

These FSHGs have been variously described as veritable'
channels for: mob11121ng (pooling) saving3° distributing and
appropriating group funds -as well as effeciently managing their
investment portfolio to levels of economic relevance (Wadehn, -
1986; Ijere, 1990;*Nweze, 1990a). According to Wadehn, (1986), .
some of “the capital invegtments into which savings made by .
'members of traditional groups can be channelled include. pur—
chase of land and basic equipment for small craft enterprises,
purchase-of livestock, machinery et cetera. ReCent studies
carried out in Qhafia Local'Government Area of Abia State,
Okija Local Government of Anambra'state'and Enugu-Ezike of
Enugu State confirmed that over 60% of savings fund mobilized

in these groups were invested in agriculture (Etea, 1992‘



Urama, 1992; Eboh, 1993). As reported by Ijere, (1990); “the
use of fundsﬁ for personal~ﬁeeds is common"so‘also is its usei
for durable goods such as sewihg machines, seeds and seedlings
but of more significance especlally in rural areas, 1is the use
.of funds for investments in agriculture. Bouman and Hartevald
(1976) reported the use of funds from .fixed funds ‘assoclations
* for investment in agricultural machinery, processing equipment
: or-transport vehicles in Cameroon._ In the same vein, Harmer,
(1970) reports a common use. of the 1ump sum of cash among
farmers.in Ethiopia;for the purchaSe of ensetelseedlings in the
'period preceding'planting.é Similar use of.savings.togpurchase
'grain-grindingsmill is repor ted for'parts.of'Benin‘and Ethiopia
(Harmer, 1970). _ | |

It is therefore argued that these informal institutions
are the,only ones that are accessible_to small—scale.producers
- (the rural podor) for_the much needed capitallmobilization and
investment at the grassroot level (Ijere, 1990),

2.4 Savings Mobilization Potential of
Rural Financial Self-Help Groups

S

Adams (1992) specifically identifies ten types of informal
finance: money-lenders, merchants, pawnbrokers, loan brokers,
landlords, friends and relatives, money guards, savings groups

and rotating savings and credit associations (Roscas).

Of all these types, rural self-help organisations Such as -

the "Isusu" have recorded tremendous success in mobilizing
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savings, capital formation, and investments in areas where they
3 .

N

exist (IJere, 1988), Nweze (1990) also opined that Rural Savings
and/or Credit Clubs constituteqone of the most widespread type

of self-help organisation in the third world and assists members
in‘small-scale capital formation; These | groups have the major
attribute of unitlng the local people to identify ‘their: needs

and mobilize their own re50urces to meet-these needs thus,
providing for’ themselves, what the central authority (ie the’
Government Agencies) cannot provide (Ijere, 1987)

Several studies carried out recently by (Ijere and Miller,
1978; Obeta, 1986;'Ijere; 1990), all,reached,the empirical cone-
. clusion that, the»"Isusu"_are the rural'poor!s:greatest strength
in savings and capitaleormation and'therefore deServes a place -
in the future economic development proqrammes of countries
- 'where they exist. For instance, 60% of ‘members of Rural Savinqs
Clubs in the Aba saved 92 75% of ‘their contribution fund while
21.96% of Anambra contributors saved . 66.40% of their money
(Ijere and Miller, 1978); This high»level of savings among
members of these clubs is linked_to some: motivating principles
of traditional savings and credit associatipns in~Nigeria which
makes it self;stabilizing and self-recommending,“(Eboh,-19937.
Notable among these principles are: : ; . | |

—. Mutual help or reciprocity princip1e°

~  Mutual services principle,:'

- Eouitv principle;
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- Sow—and—reap principle, : : ;

; Discipline—but—eaSy access principle, and

- Flexibility and openess principle.
lAccordingbto him, 46,96% of total amount saved byAmembers are
mobilized in these clubs while only 15.50% are saved with
banks. Of this amount saved with the groups, 66.09% were
disbursed_for.use in financing productive investMents while
38.89% are used for precautionary purpoees.and'for-consumption
.smoothing. | - B

2.5 Relevance of Financial Self-Help Groups to
Poverty Alleviation: and Rural_ Development

In order to eXpand.incomes among_the rural people, stimu-—
lation of savings by measures'aimed.at'facilitating direct
"investments at a'discretion-of_individual investors'is imperative
(Vicinelli 1968) ; This'is necessary since idle aaving "per se"
has no p051tive 1mpact on the productivity of the saver.

Infact, pilllng up of idle cash is not necessarily productive
savings (Benton, 1970). While it 1s true by definition that
sev1ngs are not spent on the current consumption of the saver,

' it does not follow that . they are not spent at all They may be
spent directly by the saver or indirectly by the business firm(s)
he/she helps to flnance (Benton, 1970). ‘

Economic progress therefore depends largely on the 1ncreese‘

of wealth through 1nvestment which is in turn dependent on

people's propensities to save, According to Benton, (1970)
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progress depends on the achievement of substantial investments
and therefore of substantial savings.~

Based on empirical evidence on the ability .of these clubs
to increase individual member ' s propensities to save, their
investment pdrtolio'and management'acumen on.aAself-help basis,
they have been ascribed to as one of the_veritable ways through
which 1ncréased productivity‘could be enhanced.in rmralvareaa
(World. Bank Report, 1990), ,

| " In a recent study conducted by Ijere, (1986), about 30%

of sampled farmers got their investment“ fond from money lenders
:19% from cooperative societies, 10% from‘Ministry of Agriculture
superviaed credit_scheme, and,S%'from.banks while over 40%
sourced theirs from FSHGS. Apart from the fact'tnat it 1s the
1ast4resort.for emall-scale farmers, acquisition of agricultural
project fund from Self- Help Groups (SHGs) has the following
advantages as itemised by,Ijere, (1986); Abe (1981); Belshaw,
(1959) and JohnSOn,'_(.igeziz |

- _'Timeiinessland“devoio of administrative delays§u

- Non-requirement'ofAcollateral‘ - |

- Flexibility in the mode of acquisition, use as

well as repayment schedules.
According to Idachapai (1989) it provides farming:households

with sionificant portions of financial resources required for

farm’ operations without resortinq to the costly rural capital

market dominated by money 1enders and other middle men.
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Generally,'Rural‘FinanoialiSelf;Help Groups show different
abilities and capaéities ofidevelopment since'there'is no

"

uniformity or homogenity of forms or functiohs of the groupsl-
(Seibel and Marx, 1986), While some are solely involved in
direct investments in agricultdrelland_developmental,projects,
others occupy themselves with on—going'lendinglschemes on. the
rural poor (both members and non-memberS)-£o obviate the-p;oblems
of finance in the rural sectors. In'view of the ebove, Kurtz,
(1973) descrioes the forming of such ooaliflons as ‘adaptation

to rural povertv or fe1ative'deprivatiom, since;they respond
flexibly to the socio-eCOnomic environment of fhe people concerned,

Infacf, sééh groups based on traditional.ihdlgenoué forms

- of collective organisetionslare advocated eslthelmost appfdp:iéte .
ones fof involviné the. entire pOpulation ln a balanced process

of social and. economic development and thus their impact on the
mlcro-economy of members. has been positive (Verhagen, 1980).

| Summarily, various research surveys in Nigeria have

acclaimed Financ1a1 Self-Help Groups as one of the most veri-
table means of integrated rural development (okorie and Miller,
.1976; Seibel and Marx, 1986; Nweze, 1990 Ijere, 19923 Eboh,
1993 and, Urama; 1992), Recent studles in Nigepia'heve reported
'that,varlants“ofASUCh SelffHelp Grouos abound in all parts of

the country and their implications on the micro-economy of .

members ‘are positive (Nweze, 1990; Eboh, 1993). This derives
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f rom the fact that they are mostly informal and consist of
prolific, innovative and flexible arrangements that evolve and:
thrive within the local economic and soclal milieu of members
(Eboh, 1993)..4Vicinelli (1968) thus_suggested that»in order
- to expand incomes'among the rural.poor, stimulation'of savings
by measures'aimed'at'facilitating‘direct inVestments at a
discretion of indiVidual investors is imparative. Thus,'it is
expected that eXpanding the investment portfolio of these rural
financial Self-Help Groups found in° rural areas will go a long
way 1in increasing both incomes and’ productivity.of the rural
llpoor;.-ThiB is 1in line with Keynes' investment multiplier- ‘
(Keynes, 1936), and Paul Rosentein—Rodan 8 theory of the Big

Push (Rosentein-Rodan, 1943)

246 Poverty-Linked Characteristics of.
" The Niqerian Ruraffﬁector ' :

Several authors have given insight'into the social
economic, cultural and demographic characteristics of the
Nigerian Rural Sector which perpetrates poverty in a vicious
circleliDaramola-gt_gl, 19623 Edoziem,'1975' OlatunbOSun, 1975;
Ogwumike, 1987; Ijere, 1992). At present over 80% of Nigeria s
population reside in the rural{areas.' McNamara (1991) pointed

out that there is a high rate.of-rurallpoverty.in most develoP-
ing countries and that most:rUrai popuiations'are'living in -
such conditions that are so~limitedhby malnutrition, iliiteracy,

disease, squalid surrounding, high infant mortality and low
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' life.expectancy.' This is not unlike the Nigerian ruraliareas.
Daramola et al (1962) and’ Olatunbosun (1975) described it as

L]

the Nigeria s Neglected Rural Majority, lacking in essential

amenities such as health centres, good access roads, electri-
city, moderngmarkets fédiiities, banks and-good schools. Ijere,
further described it as ﬁThe other Nigeria" with poverty-linked
charactefistics, iacking‘enough pufchesing.pouer to maintaln

a minimum standafd of living.- These_Poverty-linked'characteri-
stics coupled with»negligible public sector.attention made the
rural sector stagnant up till the late nineteen sixties}

(Anthonio, 1967), |

v

2.7 The Concept of Poverty"f _ P

(i) Conceptualisingﬁpoverty. The Global
Perspectives '

There have been wide divergencies to-the interpretation
of poverty from the earliest times and by the middle of the
18th century, quite a good number ‘of "schools" had’ emerged in
Europe and the United States. Meanings ‘tended to be Culture—
bound as well as 1deologlca11y contrasting. It was on1y in
the’ 20th century that the consistency of meaning across all
societies became a critical scientific iSSue (Townsend, 1993.-
27)e In- the late 20th century, the subject has been taken up
avidly in .the deveIoped'countries-and in the thi:d world. (see,
for example the 1large number ofinational'reports on the first

Anti-poverty progr ammes. of European countries 1975 80, and
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Government of:india blannihg commission, 198 ‘and 1985).
whether examples are taken from.contemporary book s and reports
on contemporary conditions-(block.gt.gi., 1989), international
'viewsA(Katz, 1986), specific.statisticai measures (committee
on Wayé and Means, 1991) or empirical-surveys (Glewde, 1992)
the overall testimony to the importance of the subject i1s impres-
sive. In all cases, divergencies of meaning have reflected
divergencies in the methodologies of . measurement, modes of

explanation, strategies of amelioration and political ideologies,

Nevertheless, during the 20th- century, three concepts of

-~

poverty (as distinct from the classical income inequality concept)
evolved as a basis for international and comparative work
(Townsend, h1993)' These concepts depend principally on the
‘1deas of sub51stence, basic needs, and relative deprivation
(Townsend, 1993) These approaches to conceptualising poverty
Ahave received much commendation over the Years based on the
'argument that they capture both the physical ‘economic , environ—
mental and~sOcio—demographic aSpects of human life (ILO 1976'
24-5 and 1977, Townsend,_1993, Zuvekas, 1979)

Todaro (1982) theérefore defines poverty'as low levels:of
living rather manifested‘both_quantitatively,andxqualitatively
in the form“of low incomes, inadequatejinfrastructural facili-.
ties,: poor health, limited or no education, iow'life and work

. expectancy ,and sometimes, a general sense of hopelessness.’
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Poverty is therefore defined not only in terms of income but
'rather as. the 1ack of good nutrition, good health educational
opportunities, and similar dimensions of welfare (Zuvekas, |
1979). In the words of Townsend (1993):.

Poverty is best defined as pplying not Just

to those who are victims of "a maldistribution
of resources but more exactly, to those whose
resources do not allow them to fulfil the ela-
borate social .demands -and customs which have
been placed upon citizens of that society and
constrains them to over-exploit available
limited resources in their “survival struggle".
They are mentally, materially and soclally
deprived in a variety of ways which can be
observed, measured and described with respect to
" their incomes, demographic characteristics and
environmental conditions. ' ’

vZuvekas, (1979) - thus argues that poverty can ‘be evidenced
by some ba51c poverty perpetrating factors as - shown in the
vicious circule of poverty both on the demand and supply
sides, viz.

Fige. ? 1 The Vicious Circle of Poverty

Low 5 ‘Limited
~7 “buying power

/froductivtti : . Ti
lack of low ////f - small’

{inducemernt

capital ~ income to invest
K\\ 1smallk/). ‘ lon .
iapacity : productivity small amount
to save , , - - ~of capital
' supPLY .. - - | ‘DEMAND .

Source: (Zuvekas, 1979)



. ) _l . . ) E .» ’ 24.:

Despite these conceptualisations,“problems still sur : >
opperationslldefinition'of“p?verty. ;In ali*cases, a, thég;htng
ircome and/or human conditionsfhas to be conéeiVeq, ‘below which
individuals, communities or countries are ciassified as poor.
Whether such threshold(s) exist(s) depend(s) on the sclentific
evidence which can be marshalled out-on its behalf in various
countriesi(TownSend, 1979i; " The controﬁersies that fraught
internationai cohparison on income ievelsﬂandAoerceptions.Of
basicjhuman.needs, further compounds'this problem. This con-
. troversy culiminates in the "reiatiyeﬁ-and'a'"absolute" conceots
of perrty in contemporary literature;,_Yet.the‘distinction'
between_theA"relative"'and "absolute"‘concepts-of poverty, still
has controversial reverberstions (Atkinson,'i985; Townsend,1993),
.Nevertheless,.the WOrld'Development repbrt.(1990) prescribes
an upper poverty line ofiUS $370.00 per capita per annum as a
cut-of f for absolute pbverty; The warld Resources Institute
(1992/93) further contends that those having ‘an average annual
income of 1ess than US $275 00 are "abjectively poor" . These
translate to N30,340.00 and N22,550,00 in(Nigeria at N82,00
-per us s. | | .‘ |
Peopie whose consumption fails‘below.thét'level are

considered poor. Going by»the hasic human needs approach to
Development, Poverty should be seen not in terms of income but

rather as the absence/lack of good nutrition, good health,.’
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educational opportunities,_and'similar dimensions of welfare
(Streeten, 1977).

»“,' I

(11) Conceptualising Poverty‘ The Nigeriap
Perspective ' )

In Niqeria,'the concept of poverty-has been on individual,
qroup or regional basis, although the last two have been
emphasized a lot more to the- neglect of the first. . Concessions
h ave been made over many years to the"relativ1ty" of meanings
of poverty.' These writing at a particular point in history

have reflected the social conditions prevailing at the time in

~.'part if not comprehensively._

Generally,5however, the shortcomings of'the subsistenée
and basic needs approaches to the conceptualisation of poverty,
and the- difficulties of substantiating these approaches in
robust empirical terms, have led * Some Nigerian researchers,
scientistis and statistical analysts to the "short-cut" of
taking the "rural populationﬂ (or that percentage of,them that
have incomes,of less thanmhalf-the averagel asia.surrogate’for
"the poorﬁ; - "Rural Nigeria",is often=deScrihed in-Nigerian
literature as the "poor sector" of_the'Nigerian economy. -
Daramola et al., (1962) and Olatunbosun (1975), for instance,
describes-it'as.the Nigeria's Neglected Rural Majority,'lacking
the essentlal amenities such as health centres, good access

roads, electricity, modern market facilities, banks and good

schools. To. Q.B.0. Anthoio, (1967) it is the "stagnant‘sector"
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~in the_Nigerian economy, ‘Ijere, (1992) further describes it-
" as "the other Nigeria", ’with poverty-linked characteristies,
lacking enough purchasing power to maintain minimum standard
of living. Generally, discussions on poverty in Nigeria,
u5ually brings to focus the prevailing case of low rural
incomes. | |

However, the Nigerian concept of poverty also highlights
the absolute aspects of the concept. This is evident in the
Nigerian economic sbciety s 1975 Annual conference which did»
much to discuss and appraise poverty "in rural Nigeria. - Stem—
ming from the conference,_poverty is perceived as existing when
incomes or disposable resources are inadequate to support a
minimum standard of’ decent 11ving(01atunbosu:92§ Other Nigerian
Economists, Mabogunje et al., (1975) and-IJere, (1992) associ-
ates poverty with peoples lack of power toiinfluence their.
environment‘which.manifests in formscof little or no education\
and barely any.access to property or.land. Ijeref(1992) further
opines that the bestiway to define poverty in Nigeria is to
look at the characteristics of the Nigerian poor. In his
an words: - . o
| By their looks, you can know them. Whereas the
poor American in his dress and use of the latest
médels of automobiles can easily pass for an
~affluent, his counterpart in Nigeria is known by
his tattered dress, sunken checks, and lack of
mobility. He collides with the rich and affluent

at cross-roads,. and in places of worship. He
obstructs highways with his-logs of wood on his

head, - and dramatise his presence by stunning,
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loud rancous music from radio, loud speakers
and. human throught. He spits on the road and
‘urdnates 1in publicﬁqefiance of all passerby.
The Nigerlan poor are known by their morbid
desire to crumble all decent rules, including
those which protect. them, if at least by so

doing, they can bring the rich for once, at
their knees. : - '

There is an avalanche pf definiti@ns'in litérature Ehat_has
left the definition of the term "pdvértf"'persﬁective;specific.
However, the vicious'c;rcie_as presented by Zuvekas (1979)
is-a féir repfesentation of the'cause-éffect dYnamics of rural
poverﬁy in Nigéria. Empiri;ai evidence show that income levels
of the rufal dwellers are félativeiy low wi;h'the.éonsequencg
thét~they héﬁdly'investfiﬁ productiﬁe activities, The multi-
plier effectfof this_is'obviogsly negative. On the other hand,
various étudies Have shpwn.that the rural dwellers have a h@gh
' propensity to save for -both spequlaﬁiVe and precautionary
purposeé especially on group'bases (ijebe, 19903 Nwe;e, 1990;

Urama, 1992; Eboh, 1993).

2.8 Pdverty and Demoqgr aphic Tréends
Tn Nlgerla, 1970 — 19954

The "latest" reliable census that Nigerla has is the
census of 1963 which put the total national population at
55,670,055. Reliable noét in the sense of accuracy of flgures

but because. of the less cohproversy and acfimony_its_acceptance,-

generated compared to sﬁbSequént attempts;(Aina and Salau, 1992).
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In 1990, the United Nations Population Fund's State of The

World estimated the Nigerian population at’ 113 million and-
’ projected th1s to 301 m111ion at the first quarter of the
»next century. It also'estimated an annual gr0wth rate of 3.5
percent for the country whichhis the fourth highest in Africa
after Kenya (4,1), Cote d'voire (3.9) and Libya (3.6).-_the
fastest growth rate in human history for'the entire region.
More recently WRI (1994/95:268)_estimates_the trend as growing
from 32.94million in 1950, through'108;54vmillion'in 1990 to
126.93'million in 1995 with a projectedlpopulation of 285.82'
million by the year 2025 It also estimates Niq@ria's-annual
population change at 3, 20 and 3,13 between 1980~85 and 1990-95
respectiVely. However, the problemﬁof determining the actual
: size and growth rate of the Nigerian popu1ationAremains for
the students of the phenomenon.‘
According to wWorld Bank (1995b 392)'
Economic' mismanagement and negative external
shocks further contributed to reducing Nigerla's
GNP per capita from $1,160 in 1980 at the peak
‘of 0il boom to $300.5 1993 As a result, the
incidence of poverty increased significantly.
One third of Nigeria's population is considered
poor, with about 10%, some 10 million people
- classified as extremely poor. Basic social -
*indicators place Nigeria among the 20 poorest
countries world-wide., Infant mortality rates
are -around 85/1000 live births, half of children
. aged between 2 to 5 show signs: persistent mal-

nutrition, and only. two=-thirds of the relevant
age group are enrolled in primary schools.
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Most recent estimates of other social indicators‘of poverty:
in Nigeria are asifollows: i>

Poverty level: Head count index % of population —_——

Life expectancy at birth S .. 50.8
Infant mortality (per 1000 life births) - 82,6

. Child malnutrition (% children under 5) ' 43,0.
'~ Access to safe water (% of population) * =~ 40.0
'Illiteracy (% of -population) - » - . . 49.3

Gross prlmary enrolment (% of school age) ' 76.0
Source: ;Adapted from world Bank (1995:393)'

éomprehensive'and far-sighted edncation 'health, population
and poverty alleviation policies have been adopted in Nigeria
but pervasive mismanagement and her evasive macroeconomic
env1ronment robs these‘policies of fruitful results. The
percentage of Nigeria's married couples with}affordaple'access
to contraceptive pills and - condom, for'ekample;ia;e estimated
at 24 and 29 reSpectively, where only 5% of these are currently
using any of the propergated. family planning methods (WRI
1992/93°256). .Nigeria s family planning programmes are theref
fore, hypothetically, utopian given the. wideSpread poverty

of the clientele i.e. = Nigerian populace.
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CHAPTER THREE -

3.0 . A RESEARCH METHODOLOGY

§

3.1 The Study Area:

Enugu State was purposivel? séleéted for this study.
It was Earved out of the former Anambra State in 1991,
’ The sta?e has a total land area of 12,545.3 aquére kild~»
meters, with a population of 3,161,295 (NPC, 1991). It has a
population density of 248 persons per.square«kilbmeter and 1is
located between latitudes 5°48'N and 7°05N and longi tudes
6°48'E and 873'E. |

Enggﬁ state combrises 19 loca; government areas divided
into three agricultural 'zones, namely; Abékgliki, Enugu and
Nsukk a éohes\rgspeCtively-(fig. 3.0).: |

Enugu State was chosen for this study due to acceésibim :
lity, economy and pe;sonél>cénvenienée. ?urthermofe, empirical
evidence on the exiStencé of proliferating-PSHGs'(savings/cfedit
gréups) in most of her rural Viilages makes thé-state very

suitable for this research,

3,2 Samplinleechnique:

Six local. government areas will be randomly selected from
a. list of nineteen local government areas of the state ( 2 from
each égricultural zone), From_each-of”the selected:iocal

government aréa, a random sample of five selféhelp.groups will
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be chosen, From each of these groubs, five members will be
randoﬁly sampled. The leader ©of each group will be purposively
sampled. This forms a sample size of 150° individual respondents
and AS,qroup respondents respectively (Tablélépi).

Table 3.1: Sampling Areas and Respective Number
of Respondents in Enugu State.

Agricultural Local government| Number of .| Number of
Zones Areas to be | Respondent| Respondent

' sampled Groups Members

Apak aliki ‘Abak aliki , "5 25
Ezza ’ 5 25

1Enugu Ezeagu A : 5 25
©udi 5 25

[Nsukka Igbo—Eze Norﬁh 5 25
Nsukk a 5.

Grand Total | S -

Number of ‘ | 30 1v1$0
Respondents ‘

3.3 Data Collection:

Primary data were be collected through personal interviews

using two sets of pre-tested questionnairesﬂ One set of the

¢

gquestionnaires were be administered on individugl_respondents
while the other set were be administered on the group respon-
dents respe@tively. Secondary data will be collected from

previous works and other relevant matefialg;‘
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Data Analysis:

Objectives I and IV? were ‘analySed using simple
descripti?e étatistics such as_percentagés, meéhs, tables,
frequencyldigtribuﬁions and graphical rep:eséhﬁafions;'
Objectives II and IIT were anaiysed by meénslof correla-
tional analytical techniques inclgding,f—fests of the cor-
relation coefficients and their coéfficienfs of detebﬁinatjon
respectively. _i | | B | |

The.verification of these Objectives r;quires that;

_1."Thé amount of fuﬁds_mobilized by*rufai-individuals
in Rural Financial Self—Help Groups be positively linearly
correlated with tﬁeir‘extent of membership to these groups

(i.é. the number of_g#oups to which indiyid&als belong). -

2. Tbial mobilized funds be positivély;linearly, cor-
.related with individuals‘ aggregate inVéstment in poverty
alleviating schemes (projects): ' |

3. The4volumecof the grOupfinduced investments be
positively lineariy_cbrreléted with inéreaéediproduétivity

and net in;ome of memberé.

~ The sfaiements of hypotheées ~for the tests were:

vHo:; Céfrelation COeffiéient = 0. |

H,: 'Cgéreiation cogfficient.ﬁt 0.
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Representing relvant variables with X and Y_reépéctively,
the correlation coefficients "r" were compﬁted from calcu-

lated‘sums.and product of square values fespectively.

Givenfthat

ro= nExy - (Ex) (Ey)

2. ' ' L 2
\/ n=x) - (=x )?,% n(fiyZ) - (Zy)T
where n = number of respondents.,
(Spiegel, 1972).
The significance of the computed correlation coefficient

(in each case) were further tested uéing the t-statistic.

t-computed = r Eh_,%
: S 1 R
where R = coefficient of determination.
r = coefficient of correlation.
n = number. of variables.

Decisjon Rule: -

Baséd'éh a one-tailed test éf signigicance,
the null hypotheses would be fejected at 0,01 ievel,
if each t-computed is greater than t—tébdlated at
n-2 degree of freedom respectively;'  |

n-2 '

Reqect Ho: if t - = 0.01 -

t-computed.
Finall&, objectiﬁe S.Wés_acﬁieved by ihfe;ences

drawn from these tests.
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3.5 Results:

The results of this study is expected to complement
the growing body of empirical study on the impact of rural

financial self-help groups on poverty andﬁihcome'distribuu

tion in rural areas.,
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CHAPTER FOUR

4.0 - RESULTS AND DISCUSSION
- . . A,{ . .
4.1 Typoloqgy, Social and Organisational

Structure of Rural Financial Self-
Help Groups (RFSHGs).

This chapter examines the‘fypes, social énd organisational
structure ;of Rural Financialvéelf—Help Gfoups-studied. These
will give an insightvinto their savings mobilizatién and
capital accdhdlaéion poﬁentials sinée the interstructural
impacts that?a particular;organisation has on its members are
very useful critéria for eQaluating the performance of the
organisation (Osuntogun and Olunfokpnbi, 19@0). This 135 deemed
necessafy since the activities of théée groups ‘are performed
within an organisationél framework thch may vafy significantly
from one -group to anothér dpenending onjthe:socio-economic
objectives of eéch group ahd tHe_genéral macro—ecohomic milieu

of members,

.

4,1.1. Typology: |
The Rural Financial Self-Help Groups (RFSHGs) in this

~

study have been classified according to what they do réthe;
than what'tﬁey are called. This is bééause'in'Africa,
evidence abound in literature to show that i{ndigenous associ-
ations;with nominaily different appellation perfofm similar
functions (Ardener, 1964; Braton, 1986). The associations

studied werg_purposively'restricﬁed.to threé nominal types -
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Isusu Clubs, Age Grades and Fémily Unions._ Of~these three
nominal types, Isusu clubs were predominant constituting about
66.67%. of the total, ' About 20 00% of the remainder were age
grades while 13, 33% were family (kinship) unions.

Functionn]]y, these groups had similar 5ystems of poolinq
and distributing savings which indiscriminately cut across the
three nominal types studied : This formed an important criterion
for classification - the rotatory or non—rotatory fund strateqgy.
In the rotatory types which constituted about 60% of the total,
contributionsAwere-colleCted periodically and- instantly handed
over to members in turns according to a pre-agreed sequence.
However, the" system of rotation varied'from_one'club'to another.
In some, the rotation is contingent upon‘identified needs by
’members.‘ In such cases, members who needed investment funds
indicated forjdue conslderation, In~the'non—rotatory types
which constituted about 40% of types studied, contributions
were elther left in the bank account of the group or used for
identified group investment projects until the end of a pre-—
agreed period (normally a financial year) when it 1is distribu-
ted to members according to their individual subscriptions to
the fund with~interests,compounded¢ |

| wWithin the broad ciassification of rotatory and non-rota-

tory‘types, other sub-classes abound. 'Some make regular con-

tributions mainly for the financing of certain target project(s)
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or otnerveéonomic venture(s) while in nthéré,ACOntributions
are irregular (i.e; not fixey):but.mqbilized funds are used for
the same purpose. In others still, eXténsion of credit to. |
members is undertaken 1n addition to the savings function.

The various subftypes df*RFSHGs~fand in‘the'study area

have been summarised and shown in Eéble 4.1,

Table 4,1.: Percentage Distribution of the Sub-Types
of Rural Savinqs/Credit Groups :

v

RESPONDENT GROUPS

IS/No. ' Types Abak aliki Enugu Nsukk a oEal % of
X 4  Zone |  Zone Zone - Total
‘No = % [No % *No = % '
1... Rotating savings | -~ - . ‘ | N ] -
o C,lljb. ' 1 ’ 10.00 - - - o 1. 3";"}

2. Rotating savings - : ‘ . '
: and Credit club. | 2 20,00 |1, 10.00 1] 2 10.00 4 |13.33

3. Rotating savings,

loan/investment ) . i )

clup. , 5 50,00 {3 30,00 4 40,00 |- 12 140,00
4, Fixed fund sav- ‘ : ’ | - ' ,

ings/Credit club |~ - |1 10,00 - = 1| 3.33
5. | Non-rotating I, a

‘savings and N 1. _

credit club. 2 10.00 4 40,00] 3 30.00 8 ]26.67
6. Non-rotating _4~ : ™ . - ‘

~savings club. 1 10,00 1 . 10.00| 2 20,00 4 | 13.33

Total = | 10 100.00 | 10 10,00 |10180.00 | * 30 {100.00

Séurcq: Survey Data,;1995
' The rotating saVingé,_lnan and investmenf.groups'have
the overall highest4number 40% andfis also the dominant type
in Abakaliki agriéuituréi zone. The non-rotatéry savings and

credit type"constitntéd about 27% of the overall total and

~
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about AC% of the tfpes found in Enuqu zone, The fotating
savings and credit groups and,’ the nonyrotating savings group -
constituted 13% each -of the total thle'the rotating savings
groups and the fixed fund variant of these groups constituted
only three percent of the overall total reSpecively.

. It has been pointed out that despite the above variations
to sub-types, RFSHGs can be conveniently classified into two
broad types based on savings hobilization.and'capital'accunp_
lation‘strategy as either rotating or non-rotating savings/
credit groubs._ &

In all the types studied savinqs is compulsory and
whoever 301ns, is made to regard savings as obllgatory to the'
groups. .This'compulsory ohligatlon to.save‘is one of the dﬂs«
tinctive features of Rural Financ;al~5elf-He1p Groups from
other traditional Seif-Heip Groups'(ed. Labour ,farm Groups etc).
While savings is obligatory on members ofAthe former, members
of the latter are not netessarily obliged to.saveAwith the |
grodo. This enhances effective savings mobilization and capital
accumhlation in .Rural Financial Self;Help'Grodps.?

it has to be oointed-OUt that.thefobServed variations
in sub-types.of RFSHGs were mainly due to occupational and

financial interests of members.
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While the rotatory types of_sayings and credit were
common among traders and arthans,'tﬁé.non-gotatory types wére
predominantly membered;by civil servants ané fafmers.' Most
savihgé,,loan and invesfment associations were highly favoured

by rice farmers in Abakaliki and Nsukka agricultural zones of

the stéte.

4.1.2. Objectives at Formatidn:

It is importaht to examiné the objectives.of these.groups
because thé'knowledge and insights_ogtained-Qirl‘bear an indi-
catlion to-tﬁeir propensities to save,‘éonsuhé'énd/qr invest in
profitable economic ventUre(si such‘és'financing'agricultural
projecpSAin perspecfive.i Therefore, the study undertook to
examine the objectives‘of the 30 groups gtudied. The_results

are presented in table 4.2,



Table 4.,2: Percentage Distribution of FSHGs According to Their

Objectives at Forma

tion

. ~ RESPPNDENT GROUPS | o
S/No. Objectives Abak aliki Enugu ‘Nsukk a Total | 4 of .
' . Zone | . Zone ... Zone | Total. .
No o No % No % '
'1.- | Financial help to mem- _ S
‘ bers in times of Crisis| 5 50.00 6 60,003 30,00 | 14 46,67
2. | Group: investments to A -1 ‘ o
agricultural projects. |10 100.00 5- 50,0019  90.00.] 24 -| 80.00
3. .| Group investment for o .
other economic purposes| 2 20,00 8 80.00{ - - 10 - 33,33
"4, | Source of credit for ' .
' individual farming |« : . N
business ' y 8 . 80,00 - - 6 60,00 14 | 40.67
5. Capital mobilization ' ‘ N
for compunity deve1op— : . c :
6. | Means of mobilizing’ ' :
- funds for politicsal : : o
: | activities: = o1 - - 4 40,00} - - 4 13.33
T Group farm labour 10 100,00 4 40,00| 8  80.00 | .22 73.33
8. Framework for peace~"' 4
' keeping within the group . ' A : N
. and society at large |10 100,00 ( 4 40,00} 8 80,00 22 73.33
9. Financial help to mem- { ' ’
bers for funeral ceremo-
nies/other social func- . .
tions 5 50.00 3 30.00}10 100,00 18 60,00
Sourge: Syrvev Data, .1995 ) ' S
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The enlisted objectives of most of the groups (80%)‘at
formation were the mobilization of funds for group inveStments
in agricultural projects. These agricultural projects in
perspectlve'ranged from crop production, processing, storaqe
and marketing to various forms of animal husbandry. . This is
indicative of the predominant intention of these groups to
augment the. contemproary dearth of funds for financing agricu]—
tural projects in areas where they exist,
Other important objectives;of these groups were given as
‘provision of framework for peace uithin the'qrouplendfsociety
at large (73.33%), group farm lepour_(73;33%5? financiel help
to members for social functions-like funerais, marriages etc;
(60%) About 47% of the groups also provided financial help
to members at other times of crisis such as business failure,
11l-health etc., and served as source of credit to members for
‘their farming business. Only about 13% of the groups had.
mobilization of tunds for polltlcal uctivitleﬁ in tneir priccity
liek while about-27% mobilized same for community development
: projects.like road reconstruction, building community halls etc.
| The above objectives of the groups are indicative of

thelr intentlons to provide solutlion especielly to the money-

oriented problems of the rural dwellers in areas where they

exist. Worthy of note here, ls the predominance of their

1ntent10n to invest in primary projects both on group and
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individual basis. This bear implicatibns-for poverty allevi-

. _ .
ation among members, L . S ’

4.1.3. Membership Strength:

The membership of the FSHGs was found to vary between“

12 and 180,with mean of about.45 members perngroup (téble 4.3),

Table_4,3§ Frequency Distribution of FSHGs According
L to Membership Strength

. Size of Group T No . .‘ .'; _ | R
:,1 - so | . 18 - | ae . 60,00
51 - 100 o | 13.33
101’: - ‘156 . i 6 "””"f' A'..2o;oo
| 150 I N T e.s7
Total {- - 3 - | 100.00

"Source: Survey Data, 1995

A greater percentagg'qf_the-groups (60%).hadja mémbership
strength -that ranged'bétweenV12-50 wnile about seven;percent
had'mo;e £h§n’150 members. 'Thgs nost of'the‘gtnups nad'small
size of mémbership;.‘This‘hgs an édvantage 6f_minimizing com--
plications in management and the‘péésibility‘of contribution/
loan default..’parge orgénizétiqns aré more diffitult to
manage (Nweze, 1990D). .It is pertinent tb point out that
deSpite the relatively small membership strength of the groups
studied, 1t was difficult to find an adult male or female in
. Enugu State that was not. member tn ohe or more variants of .

RFSHGS. This is because of the multi-membership habit inherent
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in members of such groups. Rural individuals preferred to
diversify their'savings and tnﬁestment portfolio by enlisting
in more than one FSHG. Groups that had many applicants often
started new ones - "sister groups"-an off—shoot of the’

"mother" group in order to- maintain a manageable membership
per group. Often,.financial membership differs from the
number of individuals registered as -members., This is because,
one can contribute in multiples of. the pré-agreed contribution
amount/item in order to increase one's financiel interest in
the groUp.l;In this sense, contribution fuhd 15 percieved as
akin to "shares" or "common stock" in the . formal financial
markets. This is termed multiple contribution technique amonqst
RFSHG nembers.

.The multiple membership and/or contributioh trend among
RFSHG members has a Very positive effect on savings mobiliza— .
tion and. investment potentlals of the rural poor {(ie. members).

This is because an.individuai who belonds to ten groups,
for instance, is'compelled to save in the-ten groups concur-
rently and ‘also be involved in each group investment(s) reSpecu
tively. This evidently increases one's propensity to save and
widens one's investmentvportfolio. The distribution of members
of RFSHGs,according'to'their multi-membership patterns are '

shown in table 4.4.
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- Table 4.4: Frequenéy Distribution of Respondents
According to Their Multi-Membership Patterns

No. of Groups INDIVIDUAL RESPONDENTS.

Belonged to | Abakaliki | Enugqu Nsukk a - - % of
C- Zone . Zone Zone - |Total| Total
No % - | No % |No = % : ’

1 = 5 | 18 36.00 | 12- 24.00|29 s8.00 58 | 39.33
6 - 10 | 29 58.00{27 54,00}15 30.00 | 71| 47.33
11° - 15 . | 3 06.00 |10 20.00{06 12.00 20 | 13.33
15 | - - lo1 o02.00{- - | ‘01| o0.67
‘Total | 50 . 100.00 | 50 100.00}50 100.00 | 150 ‘| 100.00

- Sources: Survey Data, 1995

Over?6O%Aof the re$pondents belonged té not less than
six dﬁffereqt,FSHGs,'while'oﬁly 39% belonged to not more than
five. However, within the later class, no respondent belonged
to less than'two,gréubs concurrently. The average number of
. group to which an individual belonged was estimated at about
seven.

This has an advantage of.maintaining a.maﬁageably small-
sized group membership while not restricting individuals'
propensiﬁy to save~and/oriinvest;x It'aiso led to favourable -
interqgroup intefqourse, moral. suasion, regﬁlation'and control,
thus enhancing intéer-group financial transactiohs which may be
likened to interbrgnch»tranééctiohs within branches of the'game

commercial bank in the more formal financial sectors. Sister

Qroups‘were;reported‘to have transfered idIe funds to other
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“funds to other groups in-need-at minimal interests and

colléterals.' This will be di§CUssed further under investment

portfolio of -these FSHGs.

4,1.,4,. Age Distribution of Mémbers:

It is'pertinent to examine the age‘diStributiOn of members
of these PSHGe since such demographic charécterietics do much
to determine tne fraction of income consumad end/or saved |
(Dernb&rg and McDougall, -1980) Young families who tend to -
have low incomes will save 1itt1e or dissave but as. they grow
older and their incomes rise, their savings also .rise to pay
of f pa%t debts and to accumul ate aﬂsets for retirement.-_As'
retlrement arrives and brings with it a reduction in income,’
there is a tendency for savings to become negative again.'
Imparatively therefore, people in tne.middle‘vears of their life
cycle have greaterAlikelihood to combine high-inoomes'with hiqh
levels of savings (cf. life-cycle hypothesiszIn:Dernbnrg'and
McDougall, 1980). N

The study therefore, examined the age distribution of
members of these FSHGs with a view to dedpcing'its'implication
on the savings and investment potentiels of respondents; This

ié shown.in table 4.5.
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Table 4,5 Percentaqe Distribution of Respondents '
According to Age :

Age (years) - ~ INDIVIDUAL RESPONDENTS
20 - 24:99 2 o1 .33
25 .- 29.99 - 15 S 10 .00
30 - 34.99 .3 . 20 .00
35 - 39.99. . 84 7 56 .00
40 - aa. 9% 10 06 .67
45 - 49,99 - 8 . .. 05 .33
so.ad‘: 01 o0 .sj
Total .10 . - 100 .00

Source. Survey Data, 1995

A greater percentage of the respondents (56%) were of the
age bracket of 35 39.99, years while about 20% fell between
30-34.99 years of age. About 10% of them were between 25~ 29.99
years of age while about seven percent were between'40¢44.99
years of age; While only one of the-téépondents-was above
50 years of age, only two were below 25 ‘ Thus, age of members
of these groups cluster around 30-39,99 years with an overall
mean value of . 42 50 years. |

In view of .1life cycle. hypothesis (Dernburg and MacDougall,

1980) the RFSHG members are. apriori, in their most suitable

age for savings and investment. The implication of this to



47
its role in savings mobilization, capital accumulation and
investment is evident. The multiplier effects of this on

income is obvious, . 1

4.1.5. Income Level of.Members: : .

Both savings and investment are fuﬁctiéns of disposable
income (Dernburg and McDougall, 1980). So there is no gain-
saying the need fér examining the ihcome levels of members of
these groups since this,will‘bear'serioﬁs'indiéation to thé 
amount-that can befsaved and/orjinvgsted'by_mémbers.

Majority of the resbongents (68%) weré‘in'the income
bracket of ¥20,000.88 to N30,000.88 per annum (table 4.6).
Twelve percent fell within levels of NB0,00l-ﬂQlfo R40,000.08
while about 17% of'the members had incomes greatéf than
N40,000.¢9 per annum,

F?&m tpe'above; membership of Lhe grdubs studied couid
be said to cut across variqﬁsteqpno&ic strata. Despite the’
fact that the groups are rural-based, they stiil have some
few rich and middle class members (ie.'pépple with annual | A
incomes > N31,000.00. .Of greé£ significancé heré is the fact
that.even the objectively poor members.(abothZO%) wére able
to cope with the contribution (savingslrequireménts and the
investment ;qtivities of . the group(s) télwhich~they belong;
_This is affirmative t6 what was feported by Ijéré, (1992) that

what the rural poor lacks is not the ability to save and/or
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dnvest but the incentive to do same.

Table 4.6: Percentage Distribution of Respondents
Accordlnq to Their Income Levels

Level of ‘RESPONDENTS (INDIVIDUAL)
Income 'Abakaliki - Enugu Nsukk a B % of
N Zone Zone Zone Total Total -
No % No %  No %

20,000.8¢ 10 20.00 13 26,00 2 04.00 25 16,67

.

20,000, P0- ' | I -
30,000,098 32 64,00 27 54.00 43 86.00 102 68,00
30,001.00- o '
40,000.94 - 6 12,00 8 16.00 04  08.00 18 12.00
740,000.988 2  04.00 2 04.00 01 - 02.00 05 03.33
Total : 50 . 100.00 "~ 50 100.00 50 100.00 150 100.00

Source: Survey Data, 1995 '

_Of great significance also, is the fact that income levels of
members were positively linearly related with length of member-
ship and the number of groups helonged to. Bteaking the poverty

cycle is therefore associated with membership.

4,1.6: Freqguency of Meetings:

Examining the frequency of meetings 1s.necessary since
the amourit of mobilized savings, accumulated capital and net
investments of each group uere'fqund to depend largely on the
contribution cycles which, in turn,_sYnchronized with meeting
periodic1ty. This is shown in table 4, 7~

Many of the reSponding associations (60%) had weekly

meetings.. Twenty percent had monthly meetings ‘while about

13% fixed their meetings to fall with the 1oca1 market days.
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Only one group each had forthnightly and quarterly.meetings

respectively,

éenerally, each groups.! total mobilized fundseincreased
with the frequency of-meetings/contributioné_and'the size of
their contribution fund reSpectiver.‘

Table 4. 7. Percentage Distribution of RFSHGs According
Lo the Frequency of their Meetinqs

GROUP RESPONDENTS 4 :
Frequency  Abakaliki Enugu- - Nsukka . % of

Zone ' Zone Zone’ Total Total
No % No L% NQ . e

Every Market | o ¢ .
Day -1 10.00 3 30,00 - ~. - 4 13,33
Week 1y 7 70.00 ©2°.720.00 9 90.00 18  60.00"
Forthnightly - - : 1' 10,00 - - | - 01 _3033
Monthly - 2 20,00 3 30.00 1 '10.00 06 20.00
Quarterly —— j - S | 10.00 - . 10.00 01 3.33
Total . 10 100.00 10 100.00 10 100.00 30 . 100.00°

SourceE Survey.Deta,-1995 .
.Attempté were also made.to investigéte tne reasons why the
" groups adopted.the given frequency of meetings (table 4.8).
All- the 30 groups studied 1ndicated ‘that their major reasons
were to meet. up w1thrfinancia1 commitments of their group and
to recelve regular contributions.from members (i.e, to boost

savings, capital accumul ation and investment among members).

Other reasons given were to enable members to.evaluate the

performance of their officers (50%) and, to evaluate on-going



projects owned by the group (about 97%),.

5

0

About 60% of the

groups had regular meetings in order to check the financial-

records.of the group.‘-

"From the foregoing,

it 1s clear that the maln

having more requent meetings was to enhance a more

mobilization of'savings;

capital accumulation, and

investment portfolio management within the groups.

reason for

frequent

an effective

Table 4,8: Percentage Distribution of RFSHGs According to

Their Reasohs for. Adopting the Given Frequency

of Meetings

GROUP RESPONDENTS

Abak aliki Enuqu - Nsukk a, . % of
Reasons Zone Zone . 'Zone Total Total
' No %, No | %_ No - % '
To meet up finan- '
cial commitments _ , : o
of the group 10 100,00 10 100.00 - 10 100.00 30° 100.00
To receive regular
contributions from - N : . :
members 10 100,00 10 100,00 10 100.00. 30 100,00
To evaluate on- i
going . projects of. _ - o
the group 10 100.00 9 90.00 10 100.00 29 96,67
To check the fin- o
ancial records of ' T ' '
the group 8 80.00 6 60,00 4 40,00 18 60,00
To evaluate the
performance .of - : o gy .
officers 8 80,00 2 20,00 5 50,00 15 ' 50.00
Source: Survey Data, 1995



1.2: Poverty Linked Characteristics of

Nlgeria's Rural Dwellers

Going. by the World Deveiopment Report (1990) and the
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World Resources Institute (1992/93), 60% of the respondents

are poor (ie with annual incomes < K30,340,09 or US $370,00)

while about 17% afe abjectlvely poor (le with annual incomes

“N22,550.¢8 or US $275.00) respectively (Table 4.6). Only

abdut 15% of the respondents' have annual incomes greatef than

the poverty thresholds specifled in literature.

From-field.surveys,.other povertYflinKed.characteristics

(social indicators of poverty are as presented .in table 4.9).

Table.4.9: Percentage Distribution 6f Res
to Poverty-Linked Characteristics

pondenté'According

Identified ‘ - #Abakaliki = Enugu  Nsukka Mean
Characteristics : ' - Value
Poverty Level :Head Count . -
index as % of population 84.00 80.00 90.00 84,67
Life expectancy at Birth 50,00 . 68.77. 52.44 57.07
Infant Mortality (per 100 o - :
Life Births) \, 12.34 7.98 . 8.84 9.72
Access to Safe Water (% . ' ;

Of population) L 3 I ) 62.40 74025 . 41.23 59.29
Child Malnutrition (% of ‘ | o -
children under 5) ... . - NJA. N, A, N. A, N. A,
'Illiteracy (% of population 72,10 . . 35,60 52.84 53,68 -
Gross Primary School enrol-

ment (% of School age In Res-' ‘ ~

"pondent Households) 64,28 - 85,79 83.42 77.83
Access to Safe Shelter - '
(cemented zinc buildings) ; . : : '
% of population cee 38.20 86,40 - . 63,40 62,67

*N.A. = Not Available
Source: Survey Data, 1995
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A greafér proboftion of the respoﬁdents‘(84.67%5 fall
below the poVertylline and about 10% infant ﬁortality and
S4% illiteracy level. '

4.3: Savings Mobilisation Strateqgy:

Ihe_regular contribution of-members is the majorlsource
of savings and investment funds for all the RFSHGs studied.
Otheriincome sources include fiAes paid'by'defaulters, regis-
trnllnn/admlnsion ferernn, futufné on.group.invmutmnntm, other
profit—oriented activities embarked upon by the,groﬁb'and loans
- from other sbufceg such és sister groups and banks. It is from
the yield'of ﬁhese sources net of money used for entertainment,
administrative puprSes and.other éontihgencies that loanable
funds and investment capital results.' In all the groups studied,
there is a fixed sum to bercéntributed (in cgéh'and/or in kind)
at every saving's day wﬁich makes up the savings fund for the
group. Multiple cdntribﬁtipns by one membep.was allowed in
most groups in order to incorpo?afe mémbers of differenf income
1evelsfand saving abilities. Cognisance is_taken of this fact
in times of distributjon and -use of the saved fund. -The meﬁhod
of éharing in such ééses.ys akin to "dividend-pay-out" teéhnique
ip formal financial markets where sh;reholdefs fegeive dividends:
in proportidh to their finanéial interéstsvin firrﬁ(;)° |

In terms of fund.delineation, it was found.that the RFSHGs

maintaiﬁed~three major types of funds. These were regular
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savings (contribution) fund,contingency fund and special
Aproject/invéstment fund;, Sayings fuﬁdiére barts of the groups
contribution fund not spent oﬁ current'éoncumption, contigencies
and/or inVesﬁment projecté; ‘Contingency funds are parts of
the contrlbutlon funds set aslide to cover, admlnistrative costs
and as a source of insurance against‘other contingencies such
as group project failures,,deéth of mémﬁefs and/or members
dependants, disease outbreak etc, Special projgct/inﬁestment
funds are, in other hand, 1evies“or~théumoney.which members
unanimously agree to contribUte'fdr the éxeéution of a certaln
profit-makiég productive and/or service activity (ie share
capital). In principle,'the three funds were to be distinct
and their monies kept separately but in pracfice, the funds were
_mutually'cqmplementing:and interacting. This.is due to ‘the
fungibility features associated with.finaUCigl instruments -

i.e. the interchangeability of money uses.

4,3.1: Contribution Arrangements:'Cycles, Ttems
and Management '

In all the groqps studied,'Savinés.contributioﬁs are paid
in c?cles which fot convénienCe, followed the meeting periodi-
city (table 4.7). As shown in the table, 60% of the groups
moblllzed sav1ngs monthly, wh11e 13 33% mobilized theirs on
every subsequent market day. Only 3.33% each. mobillzed their

savings fuhd forthnightly and qua:terly respectively.
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Contingenéy_fgnd eontributions“do not necesse;ily follow
the normal meeting/savings contribution.c9cles.‘ It.is normally
paid info:ﬁ of emergency'levfeé, fihesjfor‘aefaults and regis-
tration dues.
. Spécial project funds, on the other hand, were contributed.
at the conveniénce of eéch'contributor—member.j It does not
follow the regular savings contribution cycle but are declared
open by the group for: the flnancing of speciflc/identified
1nvestment pro;ects. The system of contrlbutlon in this case.
is similar to common share purchases in the formal stock exchange
markets. The major difference is that in the farmer, members
afe"allowed Lo contribute in cash and/or'kind (e farm 1lnputs
or farm labour) which wefe-valued'by leadership to determine
the financial interests (ehareﬁblders)_in_the seidep;ojectw
The guiding brinciele in this regérd_is whaglﬁboh, (1993)
reported as '"the Sow—and—reep" prihciple which elicited high
levels of‘comﬁitment among_mehberé of'his casevstudy organi-.
sations, fBecaUSe "the measﬁre of benefits-one obtains from
the greup investments proportioﬁal tovﬁﬁé measure of ones'
financial intereést (both cash and/or kind)‘in\the group
projeét(s), members are cauSed'te‘exhibit g:eater‘deg:ee of
partidipationAand interests in the greup;investments. ‘One
clear evidence of the eperatioﬁaiisafién'ofethis principle is

the distribution of interest amounts according to the amount
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of indiuidual's savings contributions evidenced in all the
groups studied. There was also the distribution of declared

-dividends (profit share) accordiné to the member's investment

in a given group project.

4.3.2. Capital Accumul ation Strategfz

‘ A common financial activity across the Rural Financilal
Self ~Help Groups (RFSHGs)" studied was the accumulation of
capital from membership. Funds were onled throuqh the use
of several contribution arrangements, They used either rotatory
and/or non—rotatory.stfatedieS'for creating and accumulating
group fundsr.:

The distribution of the RFSHGs studied according to thetr

capital'accumulation structure is shown in table 4.10.

Table 4.10: Percentage Distribution of RFSHGs According
to Their Capital Accumulation Structure

Type of Funds Kept S o RESPONDENTS
Savings fund only , : 1 : ' .03.33
Savings fund and Contigency o ' _
fund only N _ 4 .13,33

" Savings fund - and Contingency o _
fund and special project fund 25 . 83,33

Total - - 30 - 100,00

Source. Survey Data, 1995 )
Majority of the groups (96. 67%) operated a multiple fund

system, The remaining 3.33% that did net have more than a
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sinqgle funo structure was - a mono-functional rotatory savings
group, ‘which by virtue of its'festrictive.scope, had only
sayings fund. This was found in Aguobu Owa in Ezeagu tocal
Government Area'of the state, Of the 96.67% that had a multipie
fund structure, about 83% had a three-fund structure comprising
savings, contingency and inVestment funds, while the remaining
13.33% maintained @ two-fund structure by excluding investment
“fund from the former, There was ne incidence of savings plus
special funde.

The savings fund was an output of the contractual savings
scheme fOr individual members -'aimed_at assembling deposits
sufficient for some target individual members' project and/or
for consumption smoothing before dissemination to members.
Contingency fund was maintained by all but - -one of the groups
studied - a signal of the prominence of risk ‘'management
(insurance) potentials of these groups. The contingency fund
was a parallel fund facility generated through registration
and/or "admission levies fines".from defaulters. and other
contingencyfievies-imposed on members 1in timeS»of.crisis. Each
group-defineo "a priori" the nature and'extent of crisis that
warranted contingency levies/contributions and. modifications to
the definition was the pre—rogative of the individual group.

1

H0wever, if generally served_as’the insurance.component of the .
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RFSHG fund;st:uéture designéd tdlassure mutuai_protecﬁion for
membefg and sustainable project 1mplementé£ion on groub basiﬁ;

Speciéivprdject funds weLe génerated by’aésembling amounts
of money left over after éaYmeﬁt.of_regﬁIar sévings minima and
the océasional share contributions to spéqial.gréup 1nvéstmeﬁt
projects'by members, Occgs%ohaiiyq éredit resé:ves frdm'savihqs
fund are incorporated into:the special project facility. Generally,’
special project funds comprisés all the surpluses from éavings
~-and/or contingency .-fund facilities of the group(s). As such,
it was very difficult tb delineate due to thefinherent_fungiA
bility featUré of Mohetary instruments. Néyeftheless, the dis-
tinctivé feature'Of special project fﬁnd-ié that it was designed
:to provide start—up and/or coﬁtinuing capital for group invest-
ments and its dividends are shared-according to one's level of

commitment to the financed pfoject.

4,3,3, Contribution Size:

The net Qalue of savings céntribution-raﬂged from ¥50.Q0
to N650.¢Q?per cycle, but}majofity (36,67%) pf.fhe,groups'
contributibn was valued to fall within fhe.gange of N51-N100
per cycle.(fébie'4.11).‘THe ovérall'mean value of indiyidual
members ' savihgs contribufion.WaS about N172.0@ per cycle and

N8,904.55 per annum.
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Table 4.11: Percentage Distribution of RFSHGs According
: te Their Contribution Size

GROUP RESPONDENTS

Levels ' Abakaliki  Enugu “Nsukka - % of
- (N) S Zone - - Zone Zone Total Total
: No - % . No %.. No % '
. 50,00 © = - e - -
51.00 = 100.00 6 §o;do 2 20,00 3 .30.00 11 36.67
101.00 - 150.00 > 20.00 4 40.00 1 10.00 7 23.33
151. 00 -ﬁzoo.do 110,00 - - - = 1 03.33
201.00 - 250,00 -.rA .3 30.00 '4 40,00 7 23;33
251,00 = 300,00 - . . 1 10.00 = -1 o33
300,00 1 10%@0 10 2 200007 3 10.00
Total = 10 100.00 10 100,00 10 100.00 30 100,00

Seurce: Surﬁey Data, 1995
In order te assess the effect of capltel accuhu1ation
structure (table 4,.10) on the amount of funds moblllzed .per
. group of RFSHGs per annum, the total funds mobllized per group-

type was distributed as shown-in-table‘4,12.
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Table 4.12: Distribution of Annual Amounts of Fund Mobilized_

in Each Sub-type of RFSHGs Based on Capital
Accumul ation Structure

Sub—TYpe'bésed'on ' Number of Average mobilized
accumul ation structure ‘Respondents. sum per group
. ' per annum

(N)

Savings fund only' - s Oj --; 180 400,09

Savings fund plus : "
contingency fund only 04 256,678,029

Savings fund. plus
contingency fund plus ‘ ) -
special project fund - .25 _ 480,688,070

Source: Survey Data, 1995

N

Table 4.12 above shows that the mean annual eOntributiohs
(funds) mobilized bef group of RFSHGs increased with the mu1£i»
plicity of»their capitailaccumuiation stfuctufe; The three-
fund type had an average annual mobilizee fendé-of about
8480, 688.09 while the 2-fund and single-fund structure groups
mobilized only. M256,678, ¢¢ and N180 400,9¢ per group reSpectivelyo,
This 1 aLlrihuLahlo to the multiple contribution features
predominant in the 3-fund types. Unshared dividends (retained
earninqs)-resUiting from'group invesﬁmént‘projeets'alsp helbed
to boeSt capital accumylation in the 3~fuﬁd-$ub—type. Such
"surplus.funds" were normaliy re-invested (plodghed.back) in
group prOJects for further fund generatlon.-

It is worthy to recall here that .about 83% of the groups

studied were of this submtype. “This is an ev1dence of the

A
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capitai accumulation pétehtial of.the Rural Finénciai-Self-
Help Groﬁps found in the study area - Enugu State.

Gengfaliy, thévthree-fund‘Sub—type tended to have the
largest number of members and better established'structures,
financial instruments and g?oader gaals'thgn thé other sub-types.
. 4.4 Investment Portfollo Management and the

Propensity of RFSHGs to Finance Agricul-
tural Projects . .

The study showed that RFSHGs found in Enugu State were
performing pfedohinant roles_iﬁ rural financial intermediation
prdcess - specifically in deposit mobilization, loan provision
to members and/or non-membe}s, gfoup projecf.fiﬁancing, ‘as well
as fund piacements aeployhent and'managemehf; By pooling their
resourqés togethér{ membefs~were able to maké_more regular
investments than any of them could expgct.to make individually
a;d as such,. are able_to-buiIa up a safer ‘and more profitgble-
portfolio thaﬁ they: could expect. to own as'individuals (Stiegeler
et al, 19765,, The'incentiveﬁ to save coupled with the priyiiege
to borrow money for indi?fduai,farm prdiects,'accéss_to.group
labour services and the dpportunity go partiéipéfé in.viable
gréup pfojécts were identified by members.to have.épurred rural

individuals to seek»membership.of Rural Financial Self-Help

Groups (ie. savings and/or credit clubs) in areas where they exist.
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4.4.1.{Investment'Portfolio Manaqement:-

It was‘the-practice of tpe Rural Financial Self-Help Groups
studied to commit group funds to incbme—yielding venture(s).
Even though the type of 1nvestment prOJects varied from one
group to another, two broad: categories of investments were
identified. 'These are: (a)cDirect group investments which
comprisee funds directly committed to'exeCuting group income-
"yielding proddction, treding and/or property leasing ventures
as well as community‘development and human.resource deVelopment
projects; (Bf Indirect inyeStments which comprieed those group
funds.that are committed:intogcontractuai interest earning (but
’not directly producing) ventures such asvloans~end.credit
normally given to members for effective financing of individual
prOJects, conSumptlon'smoothing and other continqencies. However,
the common feature of both forms of investments is the profit
motives; the distinctive feature being that while the former.
is_geéred towards group welfare directly, the 1etter is geared
towards the,welfare of individual membere.. Returns on investment
funds (in both]caéesi-were'normallyishared among contributors
and/or re-~invested to broaden the financ1a1 base of the group.
This is a deliberate effort to break the viclous circles
of poverty from the supply side by injecting investment funds

through group efforts. As evidenced in the groups studled, such

investment funhds thus injected are Supervised td ensure a positive
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multlpller effect on. productlvity, income and propensities to

save among members (fig. 4,.1)

Increased“
__ | productivity
Group funds
invested on ' © | Incfeased
{both Group and ) : . Net Income
lindividual . o A . of '
projects , R Member s

‘Higher propensities
to save among
members

rIncreased investment
Capital Outlay

. . SUPPLY

Fig.4.1: The "apriori" effect of group—induéedAinvestments
on the supply side of the Oiciqus.circles'Of poverty.
This is'congrgent with Rosentein—Rodan's-theqry of "Big Push"
(ie the efféct of massive injeC£3§n.of ands o'boverty)-(Rosen;
tein Rodan, 1943) and the Keynesian theory of investment
multipiier (Keynes, 1936),
The "“aprior" effects'of this on the Demand side of the

poverty cycle‘is positivé.

-



4,3.1.1. Direct Groub Investment Activities:

About 9ﬁ% of thergroups-studied nere found to operate
collectively-owned productive: distributive and/or commercjal
ventures (ie Group Projects), primarily to improve on the
annual net income of'members. Ten percent of the groups were
reported to have Agricultural Projects (Aﬁ) and Community
Developnent Projects (cop) simultanecuslyt(table 4,12). About
37% of the groups used_their'mdbilizéd funds for financing
agricultural projecte only; thledabcut 47% of them.combined
such projectscwitHVOtherAcommerciai projects (OCP) respectively,
Oniy three percent of the éroupé ccmbined Aqricuitural projects
with numan'resource develcpment projects (HRDP). Only one cf

the groups had no grop project in their investment portfolio.

|
£

Table 4.13: Distribution of RFSHGs According to Their Direct
. ‘ Group Investment Activities:

Type of Inveétment RESPONDENTS
No %o%al

Agricultural projects only . ses S a1 , - 36.67
Agricultural projects and community .
Development projects only e .3 10,00
Agricultural projects and Human Resource .
Development projects only . cee 1 03.33
Agricultural projects_and other commercial '
No group project . ... - cos - T 03.33

‘Total - £ - =30 100.00,

Source: Survey Data, 1995
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Put simply, all the groups that had group projects had
various forms of agricultural projects either as sole project
(36.67%) or in various combination with other profitable
'ventures like communlty development (10. OO%) Human resource
development (3.33%) or other. commercial projects (46.67%).
Agricultural projects financed by the groups include crop
production, processing, storage.and-Various forms of marketing
and/or commodity brokerage ventures. These protided employment
to members by of fering opportunities for wage labour - and a

ready-market for farmer-members.

4.,3.1.2.1. Direct Investment Portfolio
Management Practices

The management of group projects is'normally.left to tﬁe.
leadersmip of each group-through.a mandate to invest delineated
sums in spec1f1c projects after exhautlve dellberatlons on the
said prOJects' viability, feasibility and boundaries at regular

. meeting sessions, It was ‘observed that.th”re was.an apparent
stereotyping of investment channels for each group depending on
demoqraphic—characteristios_of members and each. groups goals
at formatlonT

The meeting periodicityAWére arfanged in such.a way that
frequent appraisals of om—oolng orojects ls enhanced since the
meeting sessions served as the most reliable medium for investment

appraisal, management and control,
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At the end of each financial year, the‘groups declared
financial results, cash statements andvsééck_values. Where
there existed net returhslph'SQéciél projéct fuhds,(as-was the
case in moét investing group), they were distributed among
subscribing members in pr@portion ﬁo ﬁheir share contributions
to the said projecf(s); The group that did hot invest in

special projécts enforced borrowing on members in order to reap

-

accruing ldan interests., This is similar;td what was reported
by Miracle et al, (1980) that: "the aspec£ of credit is necessary
‘since savings are seldom idle, but. are authomgtically'lent to
members of theé assoc;éﬁion".. |

Generally, the investmént portfolié managément practices
of Rural Financial Self—Hélp Groups (RFSHGs) were such that
every direct investment activity generated a net surplUs(%undg)
that werefevehtually disburséa to members in form of share

dividends,

*

4,4.1.2. Indirect Investment of Lending
Activities -of RFSHGs:

The‘RFSHGs studied 6pérated é lending. system that.consisted
of predetermined procedures, criteria and condionalities. With
the exception of the rotating savinéé.type k3-23%) and the
fixed fund type (3.33%) of the total respeétivgiy, all the
groups sampled had cleér provisions, thpqéh in most cases,

unwritten, to give credit to members as a basic benefit,
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As such only (6.67%) of the studied did“ﬁqt‘have-loan portfolio.

4.4.1;1.2 Types of Loans. g

Tho groups otudied have been distributed as shown in
table 4,14 accordlng to type of activities for which loan/credit

have been qranted to loanees.'

Table 4 14: Percentage Distribution of RFSHGs Accordihg to
- Their Types of Loans

RESPONDENTS

Type(s)' of Acti'vities_ : - o " No , '?f’-o‘ggl
Financing Agricultural Projects 28 _‘ 93,33
Financing Trading Business ',12._"_ 40,00
Financing Artisan Business . . - 3;--~ | - 10.00
Financfhg Social Ceremonies like ‘
burials, marriages etc, - ' - 18 60,00
Smoothing Coﬁsumption . ' ST - . -

No Responses l | oo | ) ' -A : 2 . : >Q6.67

Source: Survey Data, 1995
The»ovérriding purpose for which loan and credit were
granted by the qroups (93,33%) was to finance a varlety of

agricultural projects owned by members. Sixty percent of the

groups gave loans for social ceremonies while'40% gave same for

-

trading business. Ten percent of the_groups'qave loans for

artisans while about 7% gaVe no response since they had no

loan/credit portfolio.
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4.3.1.2.2 Eligibility of Loans:

All the'groups.with cred%t components reqUifed that loan
applicénts must be members (table 4.15). Ore group in Obeleagu
Umana in Enugu AqriCultural Zone 1s,,however planning to extend
credit to non-members who could present strong collaterals.
About 90% of the- groups require that.loanee member's be up-to;
date in their finaneialiobliqations.. All‘the'groops that §§Ve
loans-require'thaﬁ a viable projec£ must‘be presented while 60%

require that loan applicants be of good'morél behaviour.

Table 4 15 Percentage Distribution of Respondents According
to Eligibility of Loans

[4

Requirements . ' . GROUP RESPQNDENTS% of

' . ‘NO .‘ - - TOtal
Must be a member ... - . 28 93,33
Must be up_to.-'-date in contributions .27 -~ 90.00
Must present a viable project o
for the loan e o 28 . 93,33
Must be-“ of good conduct in public A : - -
places .ee 18 . _ 60.00

" Must provide strong collaferals - 1 | . ' '03.33'-

Source: Survey Data, 1995

4.4.1.2.3 Loan Processes and Guarantees:

Unlike formal credit institutions and other cooperative

bodies thét,require landed properties and financial standing
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as criteria for granting loana, RFSHGs considered personal
‘recognition and membership as major criteria for loan guaranter.
A1l the groups atgdied'cdnsldered members'-savings and particl-
‘pation in pooled activities as sufficieat security for their
loans.' |

All prospectl?e loanees approached the grodp leadersnhip
with loan reguests to be'considered'in the subsefhuent meeting
session or given instant conslderation bf the leaders depending
on the purpose of the loan., Non-members, hoWeve:; needed to
. produce several,loaa ‘guarantees such as a guarantor — member,
who pledged to repay the loan in case of default

Generally, members had qreater and easier access to loanable
funds than.non—membe:s - a deliberate measure to reward membershlp

and retain interests and an insurance againstiloan'default.

"4.,4,.1.2.4: Loan Disbursement, Duration/MoratorlumJ
' Repayment Terms and Rescheduling

All the groups studied_had'uniform_loan disbursment
procedufea - disbursement’ being made . as a payment once all’
conditions for loan eligibillt? werefsati;fied.

In all but.one of tﬁe groupa; lean moratorium is of edqual
length as the loan term (duration); ﬁepaYment i$ made once;
at the expiration of the'loan term. |

In geheral,.the-observed‘features and~tefms‘of.loans granted.

by groups were that the.loans'were small—sized, quick maturing,

[4

rapidly accessible, self-proliferating, profusely spread, timely
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and flexiblgi Reschedulind énd'répayment wefe subtle and
rapidly responsive to individual needs and‘circuhstances.' The
guiding rule, Howe&er, wés tﬂat_every loan beﬁeficiary will
repéy the principal plus ;ompounded interest not 1atef than
the terhinagibn of the financial vear. Rescﬁeduling Qas éllowed
only within the financial year. This pqaéﬁice was to enhanée
,an effective portfolio managément for leadership and enable
quick préparation of gnnual financial reports-for'diésemination
to hembers at the ﬁeeting session that mafks.the year ended,
This is.akin'to Annual General Meeﬁings (AGM) in othér corporate
orqanisations.' The report normally served as the basis for
assessment of the tlnanclal posltion ol each Q:oup and the ’
management pofential oflleadershipa Interests an loans accruing
to the group for'each yearrwére normally shared to members
according t% their 1evei(s)»of contribution to the groups?®
loan fund, The prinéibal was.loaned out to new loan applicants

for the new financial year and/or renewed by old beneficiaries,

4.4.1.2.5. Loan Ceilings and Inﬁeféét;Rate Stru;tures:-

The interests chalkged on_Loans by thejsampled groués
ranged between 0-25% (table 4,16).. Every group had a loan
ceiling per unit period (ié the amount thaﬁ a loanee could
obtain at once). ‘This varied émbng members depending on each
members' fingnéiallinterestg in the'group,i In all cases, =a

loanee .cannot obtain 1béns/credit in excess of'the total. value
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of hls/her annual contrlbutlons to the groups fund (savinqs

contingency and special project funds), Members who, for

1dentified needs, needed sums in excess of the above requirement

had to provide. another member—quarantor who pleadeged to beaL
the risks of default This practicc was a generally accepted °

me asure aqainst loan default among lbanees.

Table 4.16 Percentage Distribution of Rural Financial Self -

Help Groups (RFSHGs) Accordinq to Their Interest
Rate Structure

GROUP RESPONDENTS

Rates percentage . Abak aliki  Enugu ' . Nsukka % of

per Year Zone " Zone - 'Zone ' ' Total Total
‘ ~ No. % - No % No %

0 - 5.00 3 30,00 1 10.00 4 40.00 8 26.67

6.00 — 10.00 4 40,00 2 20.00 6 60.00 12 40,00
11,00 - 15,00 2 20,00 3 30.00 - - 5 16,57
16.00 — 20,00 R V- 2 30,00 - - - | 2 0.67
21.00 = 25.00 . 1.10.00 - - . - 1 3.33

No response - - 2 20000 - - 2 6.67
Total 10 100.00 10 100.00 .10 100.00 30 400,60

Source:_Survey“Déta, 1995

Qver 40.00% of the groupszhad an interest rate regime that
felllwithin‘six.to.ten percentjfor leans/credit given to memvers.
For about 27% of the éroupsxthe rates fell within Zero to five
percent while for 6.67%, it fell Within.16—20.00%; Only one |

of the groups hdd rates hlgher ‘than 20, OO% whlle “about seven

percent had no loans/credit fac11xgrcs at all
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This reletively.low ipterests on 1oans;(compared to the -
nominal rates.on'loans/orediﬁ from'formal financial institu-
tions "21%" is indicative of the relative cheapness of funds"
sourced therefroh. It is importaﬁt to note here that interest
charqod by money lenders in the areas surveyed ranqged between
15-20% per month, Thls is evidently usurious since loanees
had to pay. k280,00 -~ H340.00 per annum for a NlO0.00 loan.
This is similar to‘what'Eboh,(1993) reported of his case study
associations in Enugu—Ezike and Qkije in the former Anambra
State; Nigeria. |

Even Lhouqh the 1oan pack age 15 always small rural farmers
prefered it to other forms of rural financ1a1 1ntermediation
process'since it was. always availaple at timerf need, easily
_accessible,;less.costly.and'required less oureeuoratic prooedures_

for disbursement, repayment and rescheduling.

4.4.1.2.6: Loan Defaults and Default
Management Technlqgues;

Loanees were coneidered to be in-defeult.if at the expira-
tion of the\ioan term/duration>(inciuding the grace period )
resulting from rescheduling), he'orishe had not-defrayed the
loan amount plusxthe aocrued’intéresr. _Defaulting members- were
éutomatically denied access to»their share of declared dividends

to the degree of their unpaid debts. Some'labour - debt swaps

were observed - whereby defaultlng membero opted to work in

L4



in the group 'projects as a means of 1iquida£ing'their dethg
In.extremeAceses, identifiable essets of defaulfers were

: i .
confiscated and sold for_eash to liquidate the debt.

However, defanlt cases were rare among Ehe groups sampled
Since membe;é know_eacn other and no one wanbed tq be':idiculed
by his/her peers.‘ Furthermore, all the groups had effective
default avoidance techniaues in the arrengement. This ranged
from membership size control and memberehip profile delineation,

group pressure, moral suasion to various social sanctionary
i . s . . . . .

measures,

4.4.1.3 Inter—grddp Loan/Financial Transcations:

Con51derab1e degrees of 1nter—group loan/financial tran;
sactions.nere.obuerved, mostly in Nsukka and Abakaliki agricul—
tural zones..of the etate studied. -The qroups engaqed in
borrowing from and/or lending to one another in the "spirit" of
inter-group eooperation.' These activities were mostly cenfined
to grdups with "parental links - certain groups are "offshoots"
of "motherﬁ gronp(s) to which.tney-owe their existence.

Seventy percent of the groups found in Abakallki and
Nsukk a agrlcultural zones exhibited such inter;branch transacu
tions'reSpectively. Some' 1inks between these groups and other
financial internediaries were "also observed. About thirty-three
Jpercent of the grdups studied were reported to have obtained

~

loans from rural commercial banks and people's banks respectively.
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The loans thus obtained were used for on-lending to members
and/or for direct production,’ trading-and commercial activities
by the grOups. - In 90% of the bank loan—recepients - group(u)

the loans were speciflcally dellneated for agrlcultural projects

(ie agricultural 1oans)‘

4,4.2, Propen51ty to Use Mobilized Funds for
Productive Investments° '

The average propensity to invest among Rural Financial
,SelfaHélp Groﬁps (RFSHGs) studied was 56%. The‘propensity of
individual groups to 1nvestment in prlmary prOJects have been
dlstrlbuted -in ranges as shown in table 4 14,

Table 4,17 : Percentage Distribution of. RFSHGs According to

Their Propensity to Use Mobilized Funds for
Group Investments

Ranges (%) NoRESEONDENTS
20.00 : | 1 103.33
21.00-- 40.00 . 5 16.67
41.00 - 60.00 - 7 “_”23;33'
61.00 — 80.00 13 - 43.33
.81.00 -100.00 a4 13033
Total = : 30 . 100.00

.

Source: Survey Data, 1995 -
‘Aboﬁt 43% of the groups had propensities to finance

primary/agridultufal projects that ranged between 61-80% while
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that of about 23% of them fell within ranges .of 41-60%. Only
three perceot_of the groups had a 1ess than 20% propensity to

S , ' :

invest.
Generelly, over 56% of the groups had a greater than 60%

propensity to finance productive projects at both group and

individual 'member levels,

4,5 Tests of Hypotheses:

A.Nh.1, The Bn]nrionﬂhip Between.Membnrship to RFSHGS and
Saving MobllIzatTon/CapItal Accumulatlon Potentlal
of Rural Individuals

The verificatioo of the hypothesis tﬁat memberShip of
RuralvFinancial Self Helo Groups increased the.savihqs mobili-
iation/capitel'accumuletion.potentielerof rural individuals
was achieved by means. of correlational ahalytical techniquesr
The verlficatlon of the hypothe51s requires that the total
amount.- of funds moblllzed in RFSHGs by members nyn be p081tively
11near1y correlated with the number of groups to which indivi-
duals belong ."X",

Substltutlng from computed values of sums ano products
of squares,.the correlation coefficient:was.computed as:

nExy) - (2X) (=Y)

= : ; ’ . . : 2 . 2
g ngk2f-(2x42 nEy; ) - (&Y;)

= (150)(8 528,905. 05) (1073) (977 507;93)

150(9443)—(1073) 150(8327426639) (977507 93)

~

= 0.8261
- 0.83
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" The corre;atioh coefficient "r'" between group membership
and tbtal_fundé mqbiiiéed by rural individﬁals in Rural
Financial Self-Help Groups was“thereforé computed to be 0,83,
Thus thé'two'variables are positivelyléprrelated in a linear
. fashion,

To decide between the null and alternative hypotheses, the
significance of the-correlation coefficieﬁt Qr" thus computed
was tesﬁed.

Ho s r == 0: -There 1s no positive linear correlation
between the tw0'variéb1es X and f.
kie ris not_éignificant)_

them

HA:.V r;;#é O:. There is positive 11near-corke}ation between
: them. -(ie r is significant).

. Compﬁtlnq the t -~ statistic:
o . _ s
t—-computed = I \\// (n _)
< I (1 - R%)
where R2 N/ . 6;69; and n = 150,
- - t—computed = ‘ 0?83 (TSO -2)
(1 - 0.69) .
= 18,1033 .
18.1

On the basis of one—tailed test of significance at 0.01
Tevel, we reject Ho: if t-computed is greater than t-tabulated

at n-2 degtrees of freedom,
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Thus .we Feject Ho at 0.01 lévél of signifiéance since
t-computed (18,10) 1s greater.than the t-tabulated at 148 -

H

‘degrees of freedom ‘(2.,33), -

This test corroborates the evidence from'the correlatijional
analysis that the totaliannual savings and. capital accumulated

by rural individuals increased with membershig of Rural Financial

Self-Help Groups in a positive linear fashion.

4.5,2, The-Relationships Between Funds Accumulated in RFSHGs
and Members' .Propensities .to Invest

" As shown in tables 4.15, 4,17, the Rural -Financial Self-
Helb Groups',@rbpensity to finance projects, both on group and
individual basis, was above avérage. -

Further Qerificatioh of.this hypothésis.reqﬁires that the
total amouht‘of funds mobibiied in RFSHGs UX". be positively
linearly cogrelated with'members' aggregate investments in
agricultural brojecﬁs'"Y".

Substituting from computed valﬁeslof sums and products

of squares, the correlation coefficient was computed as:

150(5989061179). - (977507.95)(632261.17),

r

1]
L

. , . 2 )
= 150(832.7426639), - (977507.95)  150(8330441990)-

2
.(6322.61.17)

. . . T r 0.56

- ~

The correlatiaon cééfficient "r petween the actual amount

of funds mobilized in RFSHGs and the members' aggregate invest-
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ment in agricultural projects was therefore computed to be
0.56. This.is a positive linear éorrélatioh.
i :

.Tobdecide between the hypotheses;

Ho: r = 0, Correlation coefficient is . °
) hqnsignificant and,
HA; r §£:O Correlation coefficient is significant,

the t-statistic was computed thus}

t-computed = r\//.(n - 2)
, n vVoa - R%)
. 6.56'\¢/ us
- "0.6864 -
= < 8.2230 .
.- t-computed - =: éQ2-

On t;e'basis of one—téilgd'test of slgnificance at 0.01
level, wé reject Hq:'since't—computéd~(8.22; is greater than
t-—tabulated a£ 148"degreés of freedom (2.33),

“This is -an evidence to the positive linear effect of funds
mobilized iE‘RFSHGs én hembers' propensiti~to'ihvest; Given.

the prOpensify of4RFSHGs to use group fuhdé fér group projects
"(table 4,17) and the.results of the tests above, it becomes
clear that hceteris paribus", RuralnFinahcial Self-Help Groups

have a positive effect on project finahding in areas where they

oxint (Le Rural Miageria). The'positive linear correlation
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betWeen.mambership of RFSHGs and the members' saviﬁ@s mobiliZa;

_tion/éapital accumulation potentials is also indicative of its

"t

capacity to increase savings and investment tb rural areas.

From "a priori"_expectatibhs, this incfeased propensities -
to save ahd.invesf among the rural poor will eveﬁtually break
the supply side of'ﬁhe vicious circles of hove:tyzin rural |
Nigeria. Savings and ihvestmenf is obliéatory to members
irrespective of ihcome level.

4,5.3 The Re¥ationaship Between Group Induced Investments
and Increased Productivity and Net Income of -Members:

The effedt of RFSHGs 4in ih;:eﬁsinq the productivity and
net income of members is a function ofuthe proportion of the
saved fund that is cha%nélled to produdtiQe adti?ities. Economic
theory-stipplates that.inc0me is a'poéitiVe.linear.funétion of
investment (Lipsey, 1983). From our anélysis,‘ovér 56% of the
groups studied had a greater than 60%.propeﬁsity to.invest
'saved fund both at group and/or individual projectllevels. This
is indicative of the effect of RFSHGs studied on increased
producéiQity'aﬁd net ;ncohé-of members.‘
Fufther'vefificatioh.of-this claim fequ1:es-that the
agqgregate group-induced investmenﬁs "Yﬁ'be positively 1inearly
correlated;witﬁ'capital productlvity and net ;ncome of members "X,
Substitufing from computed values of_§ums~and prqddcts

.64

—

squareé, the'coprelation,coefficient was similarly computed_o
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This is a positlive linear correlation.

To- decide between the hypotheses: .

Ho: r fé O; Correlation coefficient‘is'non significant
and, ’ ' .
HA:"r ZZ;O, " Correlation coefficiént_is significant,

we ‘compute the t-statistic:

t—computed = r \/ n -2
C : i - RrR?

0.64( /148 -
.0.36°

12,98

]

]

| Onnfhe-basis ofla one-talled test of significénce at ¢ .
0.01 level, we reject Ho: since»t-computedi(12.98) is greater
than t—ﬁabulétgd at 148 degrées of fﬁeedom k2.33).

This corroborates the éVidence.df the positive linear
correlation of inCOmé and inQestmént; This sqggésfg that the
net income and prddUctivify of theirural,Nige:ian poor could
bé increased via group induced.inQestmeﬁfs-asAeyidence among
members of RFSHGs studied; The po}icy implications of- this
is obvibps. |

In the_hake of Priyate Sector DeVeioﬁment in Africa, these -

rural organisations should be -accorded due-concern,
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4.6 Poverty Perpetrating Features of the
Rural Nigerian Poor:

Prominent among thé many 'factors that_pefpetrates'povérty
in furnl Nidéfia, as observed among respondéhtgAwere lack of
capital (88,67%), low productivity in aqr&culture (80%), and
;n1iqious‘bgliefﬂ and practices (68%) (tﬁhle 1.18) .

Table 4.18: Distribution of Respondents .According to
' Tdentified Poverty Perpetrating Factors

. . _RESPONDBNTS
Identified Factors ' - o No %
Low pfoddctivity in agriculture : 120 80.00
Lack of caéital for investment g ' 133 . 88.67
Religious believaand.practices : . 102- ' 68.00
Laék of'Bntrepreﬁeu:ial Skills 102 © 68,00
Llteracy level N 93 62,00
Extended family system .' ' 75 50,00
1ack of.infrastrgcture PR 117 -~ 78.00

Sources: Survey Data, 1995
. Mﬁltipie responses weré recorded..
Of gfeat significance among éll tﬁeée factors is that
about 6@% of the'respondents identifies theif relligious bellefs
anc practices as a primary cause of.péve;ty-in rurallNigeriaf
This poverty perpetrating feéfurg of religidus beliefs in rural

Nigeria was_not denomination specific. Such .responses were

recorded across the different religious sects and beliefs in ‘the
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study area. Generally;.the«impoverishing effect of séme varied
from ffnancialtextottions by:religious'leadérs in different
: : o - . '
noances - - commonly referred to as"tithe?';‘non—economic use
of time and labour resourcesAon'religiOUS services and
ceremonie5°‘to a gradual psychological i11- disp051tion to
productive act1v1t1es due to totems, customs and bye-laws
The study did not however get into the econometric detcn—
mination of the levels of significance of’ these explanatory |

variables due to resource constraints. It»lS recommended that

further research be done in that direction,
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5.0 '_ | SUMMARY,'RECOMMENDATIONS AND CONCLUSION
S.a " Summary. |

This Study was designed to examine theteffect of Rural
Financial Self-Help Groups (RFSHGs) on poverty and income
d;strlbutlon in rural Nigeria w1th Enugu state as the case
study.- ThlS study was concelved and executed because of the
worseninq condltlon of living. oflthe rural Niqerian poor.,
Existing 11terature 1nd1cate that thls»condltlonyis positively
correlated with dearth of funds for productive 1nvestments and -
other poverty perpetratlng factors that preva11 in rural Nigeria.
Moreover, the empirical failure of Nigeria s formal financial
"intermediation schemes, ohiy makes-the-informal couhterparts
worth explorlng. o |

Emplrlcal evidence show that Self Help Groups ‘(a variant of
informal financial intermediaries) have~proved veritable in
financial resource mobilization, Capital_accumulation and invest-
ment in rural ‘Niqeria -~ especially amohg the Igbos. Their
savings mobilization potential_is also held to_be significantly
high. . | | | |

It is therefore expected "a prlorl"'that harnesslng the.
savings and investment potentials of the rural poor as evidenced

amongst members of these groups is a sure way to breaking the

vicious c1rc1es of poverty in. areas where they exist. This_.

will be achieved through a more effective channelling of saved
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funds to financinq4prodqctive income yielding pEQjects as may be
designed by " thils study. ' ' i

Enugu State, which is oné Qf'the_hefve centres of Igboland,
Was pu;posively selected for the study based on emdbirical evidence
- on the availability of proliferating .informal financial inter—~
'médiaries (e.g. RFSHGs) -in-the state and.tHe'inhefent mutuali
help philosopﬁy among her rural dwellgré. "A crbssmsectional
multi-stageA;andom'sampliné procedure was uSéd‘ﬁonelect six
Local - Government Areas (Abakaliki, Ezza; Bnu§Q, Ez2agu, Igbho-
Eze North‘and Nsukka) of the state ana 30 RFSHGS:<3 from each
Loéal Government Area). On the .whole, 150 members of the varjious
RF'SHGs were interviewed.along with the reépective jroup leaders.,

Two different sets of structureé questiénnaires administergd
on members and leaders of'thé.Qariou; RFSHGs gener ated data on
their typology, social &nd organisational structﬁras, savings
mobilization and éabital accumulagion strégeties; lnvestmehﬁ
partfolio ahdvportfolio manageﬁent techﬁiques and orotocol, as
well as’théir propensities to finance pévéfty'élleviating pro-
iects at. both group énd-individual levels, Basic'poverﬁy per—
petrating features of rural Nigeria and/éf fura; dwellers wére
also identif%éq; | | _

_The study showed that thé-RFSHGs,vapied by tyoologys,
social and or@aﬁiéationél structures. >THe moéé ccmmon form of

RFSHGs found in Enuqu state were of the botétdry type. The

P
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pfedominant obje;tive éf formation of-most:of;the groups (80%)
was to mobilize funds for invéstment In various income yielding

. . ) . ' .

projgcts ranging from crop production,_processing, storage and
marketing to vérious‘forms Qf.animal husbandry.. Their member-
ship strength varied between 12 and 180 persohs per groﬁp with
a mean of aboﬁt.45'per$ons per‘gréup. Most fu;al dwellers were
foundAto'helonq to an average of about 7 RFSHGs-simu1taneousiy.

Thei;?savings mobiliiation and“capita1>acéumuiation poten—
tials variedgin différenp.§h5—types_of the'grodpS'Studiedu
Geﬁerally, thgir membership cut across various economic stréta
with annual ihcomes.Ciugtering‘between N20,000.ﬂ¢ to N40,000,00
tor 80% of the respondents, Average aénualAlncome per member
was estimated ét"N24,850.ﬂ¢.A Most .of the members were in their
middle ages with an overall mean of about 42.Sd'years.

Meetings were held regulariy as a means of ‘regular ‘savings
mobilizafion, capi£a1 accumulatioh and'iﬁvestment appraisal
on coliective baéis. Over 60% of the groupé had weekly meetings,
Three major types of funds were kept by the groups comprising
regular savings (coptributiog) fund, contingency fund and |
special project (investment) funds r¢spectivel§; Savings con-
tributions were arranged to?synchroniée with reéular meeting c
éycles while the'confindehCy fpnd and épeci%i proﬁect funds were
contingent upon idéntifiéd needs as aefined‘by ééch group.

These did not follow meeting periodicity but were father circum—
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stantial. The contribution size varied“with;the number-and
types of funds kept by the grqup. hThe 3=fund type mobilized
the 1argest amount and was predominant among respondents (83, 33A).
They algo had the largest membearship strength, better estab]ished
Strurtures ‘more firmanclal instruments and broader goals. Their
propensities to save and invest were also higher than in the
other sub—types. While 60% of thelr total 1nvestment fund was
used to ilnance agricultural projects on qroup basls, over 80%
of their loaned funds was used on individual members' farm enrr-
prlse(s), In comparison to .other facets of’ rural finance, - RFSHGs
contributed about 93%-of group investment capital and 87% of
Vindividual members; investment capital. Thus; of all the other
faceth of rdral finaneeé RFSHGs were most efficient in'mobi]i;
zing investment capital for rural dwellers:andvtheir'general'
effect on productive project financing ie commendable,

: Their ;nveStment poréfolio management techniques, though
largely vested on leadership,,was:veritabie. Default cases were
minimal due mainly to moral'suasion, peer pressnre and soci al
sanctions rather than 1egal actiocns,

MOSt of . rhe alternative sources of finance for agricultural
projects in the study area have not been efficlent ‘when judged
both in terms of loan volume as well as the coverage of indi..

viduals whom they reached. On the other hand, there were

significant positive linear correlations between membership of
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RFSHGs and members’ saving end investmentfpotentials.. Group- 
1nduced investments were also /elated W1th members' productivity
and net income in a pOSJtlve 11near fashion, Generally, the
effect of RFSHGs on flnanclng poverty alleviating sthemes in

the study area was posltive; |
Even theuqn the rurél sector is.frenght;witn Some poverty
perpetrating iedtures (surplus‘conSumption underemployment of
labour and’ other resources, extended famlly system with the
consequent 1ncrea5ed dependency burden on productlve 1ndividuals,
illite;acy,~inclement macro-economic and political policies,.u
unfavoUrable.institutional framework.etc),.these ?SHGs_were_
found veritable in the attempts of the'Nigerlan qural.poor to

break the vicious circles of poverty'throdghyself-help effort,

5.2 . Recommendations

with respect to the'etudy, majer boverty'perpetrating
characteristics of-rural Nigeria randed from low produétivity
ir the nrlmary occupatlon of the rural poor - agrlculture to
lack ot capltal ‘“for 1nvestment and the general attitudes of the»
.rural'dwellers. "These are_aggravated by the empirical failure
of tho Fofmal and institutienal facete of.rural Firarcial irter—
medietion in Nigeria. It is therefore-recemmended that:
(a) Niqeria'S-rural.develonment.pelicy and proqrammee be .

tallored towards harressing the percieved qualities of these
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finaﬁcial self—help-groups. The pbograhmés.as.pfegently con—
stituted do rot adéqﬁately harress thé Self—ﬁelplphilosophy
inherént amona rural dwellefé, Savinqs-hobi;;zation, capital
accumulation ard ihvestmenfé have thefefofe-been low.

(b) Greate}'expOSure to Viab1e/p:ofit yielding chanhe;s wheré
they caﬁ earn incremental'ihcomés a?d probably sévg more furds
wauld qo a long way to imcreasing the cormtributiorm of thesée
FSHGé - membership to the microeéonomy~of.the'rﬁrél poor.

This could bé achlovnd by equlplng rural devnlopment aqehclef
ard finahCLal irtermediaries with basic 1nvestment manaqemént
‘skills for onward transm1551on to rural-dwellers via these-qroup§.
(c) ,Iritiatiné ard Sqétéihing lirks among sister groups ard
other formswof.linkages»Qith.formal’financial'intermediaries is
als§ recommended. WhiLe.the férme;_fiﬁhef—grQUp iinkages)

would bring gbout a more beneficial fuhd.fioQ-betWeeh RFSHGS -
haviné"surplus" or-"lécking" loanéble'funds (ie controlling
excess"liquidity and/or-cash—squéeze'at.béth extremes), the
former (RFSHG—Bank 1inkages)_would eﬁhanée a more~effec£ive'
integration of these'gréupé into fhe'mainstréam of rural fina-
cial 1ntermédiation in Nigéria; These could béfaohieved by
encourégihg!intér—érbup'fdfums_at'vi}lage, town and lecal
government levels. Tﬁis'woﬁld gradualiy grow to an intermediary
forum among member—RFSHGs and other formal financlal interme-

diaries such_as_Banks. This inter-qroup and qxup—bank facility

would also make it possible for RFSHGs to 'pool more funds and
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accumulaﬁe more capital regources-for fheir identified invest-—
ment projeéts. | | |
() Domsibio llnkuges~$nd/6} integratilon between‘RFéHGs and
other fbrmal facets of rufal‘financial intermediation especially
banks, should be explored further by the Rural Finance. depa;t—
ment of the Central Bank of Nigeria.. Most formal financlal
1ntermed1ar1es are seldom sultable to and/br acceptable by
rural farmers due to the unaccessibi1ity, cumbersome p}ocedures
and loan rigidities assodiated with-thésé éources (eg. Banké)
by rural dwellers. This unacéebtability—syndrbme can be averted
by 1ntegrat1ng 1dent1f1ed indlgenous rural social groups such
as RFSHGs into the mainstredm of rural financ1a1 intermediation
scheme of:these flnancial_intermediaries. Fop instance, dis-
bursenéntlbf aqnicultu;al and/or rural develnpmént 10an(s)
froh rural banks cduld.ne channelled.thrbngh thesé groubs
serving aé bank intermediaries. This could'bé éffected through
suitnnle 1inkage—po1igy—simu1ations to be formulated by the
rural finance depaftmenf of the Centfal~3ank.df Nigeria that‘
would induce formal finanCia; inte?mediaries towards developing
and expanding finanéial relations-With RFSHGS in order to

increase the access of RFSHGs to the deposits and lending faci—

‘11t1es of theqe formal flnanclal 1nst1tutlons. A bottom-top

"approach' to this linkage project is recommgnded. Branch manage-

ment: of rural banks should be aufhorized'to fish out prolific

RFSHGs which would serve as intermediaries between the branch

and rural farmers in issues bordering on agricultural loan
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disburseﬁeht.and, viable aqficpiturél bfoje&ﬁ sélectiqh'and
implementation, aided by'banﬁ suberviéors a;'may be warfanLéd
by the speéific project. |

Pinally'furthef enquiries into the §ubject shauld be
encouraged by Reséarch Iﬁstitutions and/or various arms of
gqvérnment in order_td explore poséib}e schémés that would
integrate ﬁ}SHGs into~thevmainstream of tﬁe éoﬁntry's

financial systéem.
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5.3 Conclusion -

From'thpifindings of this research WQrk;'these conclusions
have béen made: o "

Rural Financial Self-Help Gfdups'(RFSHCs) are widespread
Sin tbe study area and virtually ali ru?a1 individua1s are
membaoers . It was difflicult fo.find'an'adult:in.Enugu State who
-bel_'ongedt‘o less than 2 divf‘f'erer.it groups atr each_'po,in't in time.

They éré well érganisea and adapﬁeq:to the socio-economic
milleu of Lhe ru al |»u§..-, They have funcllonal el operational
moda]itiestsuitable for effective mobiliéation andluse of funds
émong rurai dwglicrs. They hévé increasedimeméeréﬁ pfoPensities
to saﬁg-and ihvest, especially'iﬁ group prajeéfs.and have on-
lending schemes (ie 1oan/credit“pértfdlio).théf were predomi=
nantly channelled to financing’ihcbme~yielding investments of
indiviéualllevels. | | |

They have a more positive éffecfloh agricultural/developmen;
projecf finaméing than other facets.of,rural'financial inter;
mediation schemes (eg. baﬁkS)Awhen judged Both’iﬁ terms of loan
-volume and the covéraqe of individuals whom they reached as we
well -as their infldence:on financial management‘potenﬁials of
beﬁeficiaries.-‘thé.rural poor, . |

Finally, the-entife fabric of Ru'ral.F“inahciall Self_Help
.Groups (RFSHGs) have'criticai{impiications for rural financial

intermediation process,in Enugqu Stéte_and the general effect

&
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an aqriculturai project financing'as.weli aszthe general micro-
cconomy‘of members (rural dwelierﬂ)aré positive..

Their implications for poverty alleviation in rural Niqeria
hinges largely on their ‘proven aoility torincrease members*
propensities to. save and inyest at both group and individual-
member level;. Their implications fdr the standard of living
on non—menbers throudh tneir.loan”portfolio and tne .externalities
of group prOJects ‘on the rural economy is also 51gn1f1cant.

| Since lncreased sav1ng is .a sure way to increase availabi-
11ty of 1nvest1b1e fund by the saver (Benton, 1970) ~and; volume'
of 1nvestment is p051t1ve1y llnearly correlated with individual
product1v1ty and income earnings (Dernburg and McDougall 1980,
Llpsey, 1983 Kropp et al ,1978 Keynes 1934 etc ) the effect

of these groups on poverty and 1ncome dlstrlbutlon in rural

Nigeria is obvious.
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