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ABSTRACT

Lack of credit, especially among small-scale farmers. has been one of the factors

that impede the adoption of numerous innovations recommended by Agricultural

Extension services in MALI. The situation has been mainly attributed to inadequate

establishment of services in areas where poor and marginalized farmers (especially

women) live. An unfortunate assumption has been that poor farmers do not save and,

therefore. constitute a high credit risk. To address this state of affairs, Sasakawa Global­

2000, in collaboration with Ministry of Agriculture, has established fourteen farmers'

rural savings and loan banks in Mali since 1997. The study was conducted to determine

perceived impact of rural credit on the cereal farmers in the Koulikoro region of Mali.

A descriptive correlation survey research design was used for the study.

The target population was fanners who are associated with the CREPs sited in two

districts, namely: Niamabougou, and Soundougouba. Fifty-eight male and twenty-nine

female respondents out of 385 members of the two CREPs were selected through

stratified random sampling for the study.

The results indicated that the majority of CREPs members were small-scale

farmers cultivating land areas ranging between 0.5 ha and 20 ha. Most of them (74.0%1

were males with 26.0% being females. The proportion of young members (representing

31.2%) fan within the ages of21 and 40 years.

The study showed that majority of CREP credit recipients where farmers who

used their credit for agricultural production, animal farming and trading.

The result also revealed that small-scale farmers could be financially sound savers

and borrowers and that farmers' rural savings and loan banks have demonstrated
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simplicity and flexibility in organising savings and credit services that could fill the gap

left by formal banks. They have reached small-scale fanners and increased their income.

Indeed, women perceived their financial situation to be better than before CREP.

However, like men. they found the level of their savings mobilisation to be poor. The

perceived impact of the CREP was found to be significantly and positively associated

with land size, production, level of saving and credit services and also with the level of

social condition standards. Regression analysis indicated that about eighty-five percent

(85.2%) of the variance in the level of CREPs impact was explained by the level of social

condition standards, level of production, and level of savings mobilisation and level of

credit and services.

Among the recommendations offered are that the impact of the CREP can be

improved by:

.:. Strengthening cereal's bank policy.

•:. Giving general attention and care to women in terms of: membership of eRE?

and access to credit.

.:. Having effective relationship and collaboration with other credit institutions and

.) Mounting effective monitoring and training programmes for CREPs members.
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CHAPTER ONE

INTRODUCTION

1.1 General Background

The problem of rural development expresses itself in the persistence of under

development in the third world countries. The rural populations arc denied the

opportunities for the optimal mobilization of rural manpower and resources for self­

reliant and self-sustaining development (UKwu, 1983).

The Republic of Mali is located in Western Africa. Her Population is about 1\

million inhabitants with an area of 1.240.000 km 2 The country is surrounded by Algeria.

Mauritania and Niger, in the North and North East. Senegal in the West, Burkina in the

East, and La Cote D'Ivoire in the South. Seventy four percent (74%) of r-.Aalian

population live in the rural areas (World Report, 1998).

Since the majority of third world countries' populations live in the rural

areas, an improvement in their levels of living would show positive results in

overall national development. The problem of rural development has therefore

received attention from the national government, quasi-governmental as well as

international organizations. It has. in the same vein, received different emphasis

under different development plans in Africa and in various forms (Wmld Bank

Report, 1987). All the plans are however aimed at spreading the benefits of

economic and social development to the rural poor. This is because it has been

noted that an improvement in the social and economic conditions of the rural

dwellers would go a long way to create impetus for overall national development

(Brown, 1986).



One of the means of improving the -jot of the rural dwellers is through helping

them to increase their production and productivity which would help increase their

incomes (World Bank, 1975).

Mali is basically an agricultural country. The predominant economic activity in

the rural areas is agriculture. which employs over 80% of the active population.

Agriculture also contributes 45% of Mali's Gross Domestic Product (GDP) Banque

Central Des Etats de L' Afrique Occidentale (BCEAO). Therefore a boost in agriculture

in terms of ways of increasing production and productivity would result in income

increases which would be used to finance the levels of living of the people involve. But

other economic activities too are vitally important not only for their linkages with and

impact on agricultural activities but also for their contribution to the overall level of the

rural economy (Ukwu, 1983). thus an expansion in such economic activities would also

result in rural development.

The majority of economic activities in the rural areas are small scale in size which

is evidenced in over 80% of the rural population engaged in agriculture, being small scale

peasant farmers (National Bank of Mali, 1987). However, credit facilities for the peasant

fanners and for that maner those engaged in other economic activities have been grossly

inadequate despite various governmental measures. These efforts were expressed in the

fonn of credit associations and co-operatives as well as efforts of the Agricultural

Development Bank and the National Bank of Mali.

One of the main problems hindering production in agriculture in the rural areas

has been identified as lack of capital. One of the essential pillars of support for new
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production technology is the availability of agrtculture credit. The credit could be used to

buy or adopt land being cropped (Dowswell, 1999).

The reasons for the inadequate access to credit facilities by the rural dwellers

were identified as the problems attendant in loan administration, especially for a large

number of small borrowers (BCEAO, 1999). This too was exacerbated by the fact that

there was a net negative flow of funds from the rural areas to the urban areas due to their

savings in large commercial banks. Research has revealed that th~ adoption of new

agricultural technology depends upon many factors. which are inter-related. Among

them, it is reported that socia-economic elements can influence the adoption or the

rejection of innovations and therefore influence production (Vanden Ban, \957; Alao,

1971).

Hence, the cost involved in the adoption of certain innovations may impede their

acceptance. Since small-scale fanners are pOOL they cannot allow purchasing the

required input of productive technologies. Another problem that small-scale famlers face

is the little infonnation or the misperception about their savings propensities or the

sources from which they obtain credit. Since poor people's incomes are very low and the

savings potential appears to be very small, the credit components in almost all rural

development programmes has been based on the assumption that this category of the

society does not save and is a poor credit risk. However, it has been shown in several

ways that rural savings are potential source of credit capitaL it provides the basis for a

sound frnancial institution; discourages haphazard credit use and constitutes a strong

internal source of agricultural investment. Unfortunately. one of the primary difficulties

facing agriculture in Mali after independence was and remained insufficient credit and
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lack of saving among small-scale cereal fanners. Consequently, the majority of them are

unable to access new technologies. It was to fill this gap that the National Development

Bank and National Agricultural Bank were established in 1965 and 1970 respectively to

ensure that credit facilities were available to the rural farmers. However, after two

decades the different programmes carried out have also not yielded cxpected results. The

access of credit has been biased in favour of the wealthier and more influential farmers.

This failed effort forced fanners particularly the poor to depend upon the black market's

credit or "usury" field where the interest rate is very high to the extent that they became

increasingly poorer. To address this worrying situation, the government of Mali has

encouraged innovative credit programmes based on the cooperative approach. Some of

the programmes which emerged and adopted such systems, organized into co-operatives

are "Caisse Niesigisso, caisse Mutuelle de Credit de pays Dogon. established respectively

at the community and regional level. Along these lines the Ministry of Rural

Development in collaboration witll Sasakawa Global 2000 (SG.2000). has set up rural

saving and loan banks programmes in areas where small scale cereal farmers have no

access to credit. The rural banks were therefore set up to alleviate these short-comings by

pooling the resources of the particular locality they serve together as savings and to use

these in bankable ventures in order to boost the productivity, and, subsequently. incomes

of the rural population. They were also set up to reduce the flow of funds from the rural

areas to the urban areas and finally to act as catalysts in rural development (BNDA,

1987). Commonly called CREP (Caisse Rural d'epargne et de pret) are voluntary

associations of people who decided independently to put their saving together. The

deposited money could be lent to those among them who were evidently in need of it. By
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and large, CREP is a unit which is owned, managed and patronized by the people in a

community where it is sited.

The main objective of the eREP is to improve the well being of members by:

l. Developing and cultivating the ideas of solidarity and mutual confidentiality

among themselves;

2. Encouraging saving mobilisation, which is fundamental to firmly enforce the

CREP;

3. Promoting beneficial credit with a reasonable interest Tate so that members can be

productively employed in income-generating activities including agricultural

production and agro-processing, marketing agricultural products, raising livestock

and trading.

1.2 The statement of the problem

The availability of agricultural credit is one of the essential pillars of support for

new production technology, (Dowswell, 1999). There are many constraints to the socio­

economic development of rural areas in Mali. These include lack of infrastructure, low

productivity, low-income levels, low level of life expectancy and mass poverty.

In Mali, the leading ill that agriculture suffers from is the insufficiency of credit.

The small-scale farmers have limited access to formal or commercial bank credit and the

high interest rates charged by formal and non-formal tenders were important factors that

led government and other partners to promote alternative unusual credit systems (Galiba,

1999).
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Yumus (1976), founder of the Orameen Bank affirms this saying, "it is through

access to credit that the small-scale farmers can entcr the battlefield of the various

economic war. To ask him to engage in this battle without access to credit is to take him

to certain defeat".

The desire for rural credit may arise in the areas because of:

I. Crop and livestock failure

ii. The need for business expansion. and

iii. The seasonal cycle of agricultural production vis-a.-vis a largely non-seasonal or

steady pattern of total consumption (Mellor, 1968).

This need for rural credit is supported by the F. A. 0 (1994) that credit in the

short run enables the poor to weather shocks without selling productive assets which

would make them more vulnerable to future shocks. In the long tenn. credit will enable

the poor to invest in agricultural and non-agricultural productive assets. to adopt new

technologies and farming method. to increase their production and productivity. and to

take precautions to minimize or prevent degradation of the environment. Thus, credit to

the poor stabilize consumption and engage in self-employment through private

investment becomes an important means for improving the developmental needs of rural

areas.

This is the context in which Sasakawa Gobal-2000 has chosen cooperative action

in support of agricultural extension. Sasakawa Global-2000 programme started in Mali

in 1996 to help small-scale farmers to achieve higher food productivity through science

based practices. However, there was a big hurdle. How would farmers take part in a

nation wide demonstration programme to get acquainted with pertinent innovations and
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acquire new skills and know-how without outside support? The issue of credit loomed.

The purpose of this study therefore. is to investigate the perceived impact of rural credit

on the cereals fanners in the Koulikoro Region in the Republic of Mali.

t.3 The Objective of Study

The main objective of the study was to examine the perceived impact of rural

credit on the cereal farmers in the Koulikoro Region of Mali .

The Specific Objectives were:

1. To describe farmer's demographic characteristics in terms of:

0 Sex

0 Age

0 Education

0 Land size

0 Occupation

0 Crop type

2) To establish the level of production of the beneficiaries of loans.

3) To examine the level of income of the beneficiaries ofloans.

4) To determine the performance of the CREP. as perceived by beneficiaries in terms of

loan given, loan recovery. level of saving of members.

5) To detennine the nature and strength of relationship among variables of study.

6) To examine the social impact of rural credit and saving on the living standard of

farmers in terms of education, health, nutrition, housing, clothing and employment

situation
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1.4 Justification Bnd RelevBnce oftbe Study

Writing on Urban Bias and Rural Development in Ghana. Brown (1986). noted

lbat:

"In economic tenns, the development of the rural areas should be justified

by the fact that it will not only raise production. productivity and

purchasing power and the living standard of the rural population. but also

serve as a first step toward the achievement of a balanced urban-rural

development which has come to be considered as indispensable in any

worthwhile development programme. Finally, on moral and humanitarian

grounds at least it will only be fair that the rural areas receive their fair

share of the attention and resources devoted to the development in the

various countries".

The above considerations show the need for support systems in the rural areas that

can help lbe rural people to improve themselves and thus enhance rural development. It

can therefore be said. that it is proper and justifiable to have a credit system that is

specifically instituted to serve the credit needs of rural people.

The small-scale farmers' limited access to formal or commercial bank credit and

the high interest rates charged by non-institutional lenders were important factors that led

govemment and NGOs, including Sasakawa Global-1000. to promote alternative rural

credit institution in Mali. This fonn of financial system is based on rural co-operative

approach initiated and managed by farmers themselves. It is viewed as local point for the

indigenous. grass-roots mobilization of local resources for local development and

emancipation.
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It is through such organized, collective action of communities at the local level as

pointed out earlier, that small-scale fanners who represent almost 80% of rural producers

in Mali can afford to acquire inputs needed for the adoption of recommended

technologies. By doing that, they are able to raise their level of crop production. income.

savings and investments and thus cross the poverty line over time. Therefore the

improved situation of these particular groups will stimulate the rural economy upon

which depends largely the national economy. For these reasons, Sasakawa Global-2000

in collaboration with Ministry of Rural Development established in 1997 such innovative

approaches to credit delivery system, which are entirely managed by and for farmers

themselves. Fourteen (14) farmers' rural saving and loan banks were set up covering the

whole country. After 6 years of implementation. it has become necessary to assess the

impact of the programme. The findings and recommendations will help not only to share

this experience with other countries and institutions, but also allow policy makers.

managers. and developers to understand the real impact. and possibly the need to modify

the programme for improvement.

1.5

•

•

•

•

Research Question

To what extent do the demographic characteristics of the farmers influence the

access to credi t from CRE??

Has the production of the beneficiaries of the loan increased?

What is the impact of rural credit on the income of beneficiaries?

What is the performance of the CRE?, as perceived by beneficiaries in terms of

loans given, loans recovery and level of saving of members?

9



I,
I

I
I

• What are the nature and strength of relationships between the variables of the

study?

• What is the social impact of rural credit and saving on the living standard of

fanners in terms of: education, health, nutrition, housing, clothing, condition of

work, employment situation?

1.6 Research Hypotheses

Ho Rural credit has no impact on the incomes of beneficiaries

HI Rural credit has an impact on the incomes of the beneficiaries

Ho Rural credit has no impact on the increasing of the production

of beneficiaries of the loans

Ho Rural credit has no impact of the levels of saving mobilization and

loans

HI Rural credit has an impact of the levels of savings mobilization and

Loans.

Ho Rural credit has no impact on the living standard of farmers.

HI Rural credit has impact on the living standards of fanners.

Ho Fanners' demographic characteristics do not affect savings

mobilization, loan recovery and loan given.

HI Fanners' demographic characteristics affect saving mobilization, loan

recovery and loan given.

10



1.7 Variable oftbe Study

Dependent variable

The dependent variable of the study is the perceived impact of rural credit

on cereal fanners.

Independent variables

Fann size

Level of income

Level of production

Level of education

Gender

Age

Activities

Level of saving of CREP members

Level of loan given out (disabused)

Level of loan recovery

Health facilities

Nutrition

Clothing
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1.8 DEFINITION OF TERMS

Impact Evaluation

Impact evaluation is directed at establishing with as much certainty as

possible whether or not an intervention is producing its intended effect.

In other words, determine the significance, importance. value or power of rural

credit in improving on agricultural production of the farmers.

Saving

Saving is a mechanism whereby the bank obtains money either through

the deposits of memberships or other sources of funds.

Loan

Fund that is lent by the eREP to a member for a specific purpose and is

required to be repaid at an agreed interest and time.

Effectiveness

Extend to which the programme has actually reached small scale farmers.

Extent to which small scale farmers have access to credit services. Extent to

which the borrower's output and income have increased as a result of the ,redit

provided.

12



Productivity of loan

This measures the viability of the investment into which the loan was

applied by the borrower. It is normally measured in terms of returns on

investment or tum over.

Rural Credit

This refers to the transfer of money from an individual or an institution to

a borrower for a particular purpose at an agreed interest charge over a specific

period of time.

Small-scale farmers

A household head (man or woman) who has small size. farm plot (less

than 1 ha), earns his livelihood only from agriculture and generally based on

subsistence production.
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CHAPTER TWO

Literature Review

2.1 Introduction

Rural development has been seen to be very important in recent times especially

in the developing countries where it has become a feature of national development plans.

Also, many international agencies and donor countries have become interested in

financing rural development.

The reasons for the above are not far fetched. which include the fact that the well

being of the rural population is the first major step towards achieving a balance between

rural and urban areas as well as living standards of thc rural poor (Brown. 1986). Other

reasons are that the manufacturing sector has included a relatively small indigenous,

entrepreneurial element and few linkages to domestic resources or to rural demand.

Industrial production has been capital intensive, based largely on imported inputs and

caters for a market of relatively high-income domestic urban consumers OLO, 1972).

Moreover, the idea that the industrialization based in the urban areas would help

to stimulate production in the rural areas and bring its benefits to the population has so far

failed (Osci-Bonsu, 1983)

Among the means of achieving rural development is the use of credit from credit

institutions. Historically, there has been an expansion of the activities of the nation

commercial banks into the rural areas with the main aim of stimulating the rural

economy. However, unless rural banking is organized to take the special needs of the

rural economy into account, the proliferation of rural branches of national banks can only

multiply the siphoning of rural savings to urban areas (UKwu, 1988).
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2.2 The Concept of Rural Development

The word rural itself has various connotations or dimensions including. economic,

psychological. ethnic and racial contents (Famorinyo, 1977).

Therefore the term usual may be used depending on the context with which the subject is

examined.

A rural area has been demographically designated to be a place of less than 5,000

persons. Abban (1986) defines rural areas as "where the majority of the people arc

engaged in primary economic activities such as farming and fishing. Secondly, it is an

area of many countries where the income per capita is lower than the national average

and that the majority of the population lack access to social amenities like good drinking

water, better health care, sanitation facilities, etc (Abban, 1986).

The concept of development is rather complex one with different meanings.

For Francis Perrox (1980), growth is distinguishable from development. Growth

consists of rising national and per capita real income, while development entails a

good deal more in terms of both economic and social change (Benjamin, 1981).

However, it is possible for a country's economy to grow without

developing as witnessed by what happened in Kenya and the Ivory Coast with

high economic growth rates in the 60's and 70's but instead leading to increased

inequality and poverty (Osei-Bonsu, 1983).

Rural development then means the totality of all efforts which would bring about

progress in the living conditions of the rural people. It has different meanings and

ioterpretations but for this study the definition by Mabogunye (\98\) is going to be used,

which says, "Rural development is concerned with the improvement of the living
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,
I standards of the low-income population living in rural areas on a self-sustaining basis

through transfonning the socia-spatial structures of their productive activities it would be

distinguished from agricultural development which it entails and transcends. The essence

of rural development implies a broad based reorganization and mobilization of the rural

masses so as to enhance their capacity to cope effectively with the daily tasks of their

lives and with changes consequent upon this.

This definition points to the fact that rural development is a conscious effort at

improving the well being of the rural people in their environment. It means raising

incomes through increased production and productivity, involving them in the planning,

implementation and the monitoring of the rural development process. In addition

narrowing or eliminating social inequalities through income re-distribution. This can be

brought into the main stream of the political, economic and social life of the country

(Osei-Bonsu, 1983; Lele, 1975).

Rural development has therefore received a lot of attention in development

literature, national plans etc, and is found in the considerable number of rural

development programs in the third world countries and being assisted by donors

(Lele,1975).

2.3 Tbe Role of Credit in Rural Development

The knowledge as to how to bring about development of the subsistence rural

economic activities of the developing countries is still scanty (Lele, 1975). In recent time.

tbe means of augmenting rural development has identified the need to find ways of
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maximizing the use of the resources of the rural areas to improve the rural potential over

time (Lele, 1975).

These resources include credit, which can be mobilized by the rural people

themselves through savings. Rural savings could be quite high and this is not well known

by planners of rural development who always think of rural credit needs as little, based

on the assumption of small incomes and thus low savings propensity (Lele, 1975).

Abban (1986) defined credit as access to capital for which payment will be made at a

later date. According to him, through credit farmers are enable to use capital at the time

they need it, they also state that there are risks of lending of agricultural production

because the farm units are small and have the financial resources. In their researc h

report, N'Diagne and Zeller (2000) concluded that the benefits of access to credit for

small holder fanners depend on a range of agro ecological and socia-economic factors.

some of which are time-variant and subject to shocks such as drought (Research Report

116. IFPRI). Abban (1986) further asserted that there is the need to establish special

agricultural banks to cater for the needs of the small-scale farmers. But the access to the

banks and elaborate lending procedures limit the usefulness of these bands to many

small-scale farmers.

In Kenya a review by Von Pischike (1987) of small holder credit schemes showed

that there was considerable savings potential of small holders.

There is therefore a lot of savings potential in the rural areas which could be mobilized

for financing production increases and incomes.

However, a lot of these are being siphoned off to the urban centres. An example

is found in the net flow 0 f bank funds from the rural areas to urban areas even though the
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rural dwellers had been saving in the larger commercial banks in Ghana (Bank of Ghana,

1989; Ukwe, 1983).

Pinstrup-Anderson (1993), reports that in Europe and the U.S .. low international food

prices are due to large government subsidies while in Asia, it is due to the significant

gains achieved since the Green Revolution in the 1960s. In Africa, however. low food

prices are due to the generally low incomes of the people. The non-agricultural sector is

also tiny, and will take a long time to expand sufficiently to generate enough incomes.

Thus, all these reflect the inadequate purchasing power of millions of people in a world

where more than one billion people earn less than a dollar a day. Clearly then, the poor

are not in a position to convert their food and other developmental needs to effective

market demand. The demand for rural credit then becomes a crucial factor to facilitate

development.

Pinstrup-Anderson (1993) further indicates that if current trends continue, by the

year 2020, sub-Saharan Africa will have a food shortage of about 250 million tons, which

is more than 20 times the current food gap (cited in FAO, 1993). With low calorie intake,

there is bound to be poverty, malnutrition and hunger. Consequently, rural development

may remain only a concept in the minds of a hungry people, unless some form of

economic empowerment in the form of rural credit, among others, is made available to

the rural people. Thus, access to credit from both institutional and non-institutional

sources becomes an important mechanism for the poor. This is not only to improve and

protect their food security but also to improve their income, shelter, clothing and other

social amenities, and to enjoy a reasonable level of living.
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A survey of literature on rural credit schemes shows that historically credit is

usually from two main sources or categories in many developing counties.

(1) Institutional credit agencies.

(2) Non- institutional credit agencies.

In Ghana as the same in Mali, the oldest are the non-institutional credit programs

which include the following:

Relatives and friends

Private moneylenders

Traders

Distributors of farm inputs

Processors of agricultural products.

The most important is the moneylender in terms of amount money given out as

loans and influence in society (Ownsu Acheampong, 1986).

In a survey by Aluko in 1972 and quoted by UKwe (1983) the predominant sources of

credit for the rural dwellers had been the informal or non-institutional sector which

contributed up to 92 percent while the banking system contributed 8 percent. The above

clearly points to the fact that there has been little institution credit available to the fanners

or the rural dwellers.

Institutional or formal credit agencies include the large commercial banks like the

Agricultural Development Bank, and the National Development Bank in Mali. Others

include the credit associations, cooperatives as well as credit made available through

rural development program.
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These institutional credit agencies are very necessary and meaningful

development win not possible in the rural areas without them (Owusu Acheampong,

1986). For credit to playa central role in rural development then permanent source of

credit. especially through the mobilization oflocal savings, and its effective application is

necessary (Lele, 1975). Credit in the rural areas has been categorized into two forms, as

consumption and production credit. Consumption credit is used to buy consumable

goods and services on financial returns that can be generated to enable borrowers payoff

their credit, for example personal loans for wedding, funerals, and so on.

Production credit, which is the second form of credit, is for the acquisition of

factors of production. The application of which greater returns are generated. Rural

development programmes have aimed at the subsistence agriculture sector, which fonns

up to 80 percent of the rural working population. Therefore, most literature on rural

development credit components and its effects has largely been centred on the

improvement of the agricultural sector, and its modernization through the use of credit as

well as access to such credit

However, there is little information from development literature on the uses of

credits, and its effects on the other sectors of rural economies, the assumption being that

rural economies are largely dependent on agriculture and is the main focus of rural

development plans (UKwe, 1983). This is because agricultural incomes provide 0 L Ie of

the primary sources of demand for the products of small-scale enterprises in the rural

areas (Lieholm and Chelta, 1976). Also, for increased demand and profitability of rural

industries products, there should be a concomitant or a proceeding of such industries by a

dynamic agricultural sector and a growing economy (Lele, 1975).
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But for all these lack of infonnation on rur,,-I industries credit needs, there are

usually some fonns of credit delivery to small industries in the rural sector, for example

when blacksmith in Mali involved in a d~velopment programme were first taught how to

repair the implements used in an agricultural improvement programme because of lack of

space parts and credit made available to them, there was an increase in the use of

improved equipment as well as reduction in time required to repair equipment and make

spare parts. Thus better methods and new equipment resulted in increased production

which was made possible by the use of credit (Lele, 1975).

However, from the point of view of rural development there is a low linkage

between industry generally and agriculture. Therefore to improve agriculture through the

use of credit among other resources, there should be a strong support and finance of

small-scale industries based in rural areas (Ukwe, 1980).

There is evidence that the use of credit. could bring about production increases

and incomes in the agricultural sector of the rural economies, through the investment and

provision of capital to the agricultural sector in African though it is very low now (La­

Ayane, 1985).

Murray (1965)asserts that, credit makes it possible for farmers to take advantage

of new machinery, improved seeds. fertilizer, etc. Thus enabling them to 0l,~rate their

fanns on a more profitable basis.
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Credit was apparently, the major vehicle in the rapid promotion for purchased

inputs. needed for innovation in a rural development in Malawi. which involved the use

of fertilizer and improved seeds of groundnuts (Diagne Zeller. 2000).

In a study on the effect of a new variety of rice seed on production of rice in Sir­

Lanka, Abdul et af (1977) found out that the crop loans scheme facilitated the widespread

use of intensive cultivation practices. in addition to meeting additional credit

requirements, which rise from the adoption of intensive system of cultivation.

Therefore, in order to increase output levels of farmers there should be changes in

method of production as practised by the farmers now. and these change would invariably

need credit to finance them and access to this credit. could also influence acquisition or

adoption of innovations and its subsequent use of new capital. This is because the aim or

the objectives of various rural development programmes is to increase overall

productivity in a region. as well as to increase participation of low income farmers in

agricultural production, and subsequent upon that income increases which would bring a

reduction in income differences between classes of farmers (Lele, 1975).

Capital for acquiring productive access is essential for success, and the amount of

credit a fanner controls for use in the farm business, determines to a large extent his level

of income (Murray and Nelson, 1965).

Therefore, credit can be regarded as a key element in the development of the

productive capacity of small-scale fanners which increases farmers incomes properly

delivered and utilized.
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However, credit delivery to the agricultural sector is very low Ghana where for

example the large commercial banks which mobilize the available savings in the country.

devote only about 9 percent of their tolalloan to agriculture (Bank of Ghana. 1985).

Moreover, these loans are mainly directed to the large-scale farmers with very

little left over for the small farmer (Lele. 1975; Bank of Ghana. 1988).

Another characteristics of loans to the small scale agricultural sector. is provided

by the Agricultural Development Bank which shows that most of the credit to the rural

areas, has in the past been directed towards export crop fanners like cocoa fanners in

Ghana.

On the loans to large scale farmers being more prominent Lele (1975) cited that

the record of the Agricultural Finance Corporation in Kenya show that 88 percent of the

gross loans outstanding in 1971 had gone to large scale fanners.

Thus credit delivery and recovery. and therefore its administration to both lender

and fanners has been beset with problems, which makes loans to the agricultural sector

and for that matter small scale food crop farmers a headache in organizing credit

programmes (Lele, 1978).

Some of the problems that initiate against credit administration by the financial

institution and its acquisition by the farmer include lack of trained personnel of the banks,

overly ambitious expansion of credit facilities, and credit given in isolation. Problems

hindering the farmers' access to credit include lack of suitable collateral security. attitude

of the lending institutions, lack of effective marketing of produce, very low yields per

acre and per capita investment, low commodity prices at harvest time, irregular supply of
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farm inputs. fanners' attitude to repayment of loans from institutional credit agencies and

poor extension services as well as low staDdard of education of farmers.

Financial institutions in many African countries which specifically provide credit

in the rural areas, are relatively new. Their staffs are, on the average more or less,

inexperienced in development credit administration; therefore mistakes are bound to

occur (BCEAO, 1999). On over ambitious expansion of credit facilities Uma Lele (1975)

hypothesis that it is due to the inadequate follow up by the credit institution which

emphasize on credit expansion but not on its effective collection.

On credit given in isolation. it is believed that due to the rather poor coordination

of credit with other services associated with technological change and modernization, like

effective extension, marketing of both farm produce and procurement of farm inputs and

good research on new improved varieties. In fact, the lack of effective linkage between

other factors of production and credit had led to impact on agricultural production

(BCEAO, 1999). Most rural dwellers lack access to credit, and this is due to the large

banks assistance on the fanner providing collateral security that they can provide is

unattractive to the banks. This has therefore led to a situation where the small-scale

fanners do not qualify for loans (BCEAO, 1999). The attitude of the lending institutions

make it almost impossible for the farmer to get needed credit. in that procedures for

getting loan are either cumbersome therefore time wasting or the fact that a farml ,- has to

operate a current account, which he simply does not and thus excludes him from getting

credit (Lele, 1975). Farmers are usually producing but effectively marketing the produce

is virtually non-existent or traditional thus leading to poor storage and deterioration of

produce and therefore low prices resulting in the fanner not being able to repay a loan
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granted. In this way. the fanner does not satisfy the credit institution of his credit

worthiness therefore, impedes the viability of output oriented programmes (Donald,

1976),

Moreover due to technological constraints, a farmer might still be using low

yielding varieties of seeds and relatively poor methods of production resulting in low

incomes and that adoption of new technology is basic to the purpose of small scale

fanner credit programme, that lack of which would be little value to borrowers, who

might encounter repayment problems (Donald, 1976).

With regard to low level of education of fanners, the Agricultural Development

Bank in Ghana has revealed that most fanners are uneducated and that seeking assistance

of the banks means contact with strangers with different attitudes and level of education

and therefore finds it difficult to get loans from the credit agencies.

With regards to poor extension, Lele (1975). hypotheses that there IS positive

correlation between poor extension and low repayment rates of loans by farmers in a

credit programme ofa rural development project in Ethiopia.

Touching on low commodity prices at harvest time. the USAID, 1986 report

claims that there is usually poor price uncertainty and low harvest prices, resulting in low

profitability, hence loan repayment problems.

On farmers' attitudes to repayment of loans from credit institutions tt,c USAID

(1986) says past credit programmes failed mainly because it was abused since it was

regarded as government money not to be paid back, thus it is mainly a social attitude.

All of the foregoing discussions could be summed up that the lack of access to

credit by small scale farmers are due to institutional problems of loan administration as
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well as the fact that agricultural loans are usually filled with high risks and uncertainties

due to the risk and uncertainties associated with agricultural production. therefore there

have been different approaches to credit delivery and recovery to the small scale farmer,

and for that matter, the low income rural dweller. But the marginal costs involved in

credit delivery, do not march the marginal benefits derived from the credit by a credit

institution, which is not based in the rural area (Bank of Ghana, 1987) and serving solely

the locality it is based in.

Therefore rural banks were set up to fill the unavoidable vacuum created by the

lack of credit in the rural areas, but all the review of literature has told us about. has not

touched principally on the effects of a credit scheme like the rural banks on production

and incomes of the rural dwellers. It is to fill this gap in our knowledge, and also to

provide policy makers and the banks themselves with information on how far their credit

programmes are having their desired impact that this study should be taken.

Moreover the rural banks are unique in that they usually use savings from the

rural areas in which they operate unlike other credit agencies which utilise funds from

outside the rural areas. but whose activities in the rural areas are well known to some

extent. unlike that of the rural banks.

Another reason is that, most of the literature on credit programmes were centred

on specific package deals in specific rural development projects and their components: as

well as the activities of large commercial banks in credit administration in the rural areas.

but little information can be gathered on the role of the rural banking systems which has

been in existence for a long time ago.
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2.4 Credit for the Rural Poor

As noted by Owusu Acheampong (1986), the importance of both institutional and

non-institutional sources of credit cannot be over-emphasised. He reported that in Ghana

in the 1940's and 1950's, the growing importance of cocoa fanning necessitated rural

credit to boost up cocoa production. Thus, many cocoa farmers borrowed money from

money lenders, relatives, and friends to start their farms; and with the increase in cocoa

prices in the 1950s and early I960s, there was a windfall for cocoa fanners whose

incomes increased, and who used this money for such development activities as private

housing programmes. The transformation of such Towns as Dormaa Ahenkro, Duayaw­

Nkwanta, Abesim and New Drobo in the Brong-Ahafo Region into urban to'WTIS is

attributed to borrowed non-institutional credit. Other development projects supported by

borrowed credit included schools, water supply systems and streets. O'MlSU­

Acheampong (\ 986), further reports that in the 1980s institutional credit given to rice and

cotton farmers in the north and the maize farmers in the south, particularly from the

Agricultural Development Bank (ADB) of Ghana, subsequently improved their income;

and the same could be said also of fishermen along the cost and around the Volta Lake

who have improved their fishing operation by the use of outboard motors and good nets,

with credit provided by the banks. In the light of the above, there is the strong hope that

the establishment of rural banks in the rural areas of Ghana would increase the productive

capacity of rural people and consequently increase their incomes, which will in the long

run enable them to improve their purchasing power and their living conditions. This,

however, does not imply that the availability of credit to the rural people will

automatically transfonn the rural commWlities in Ghana for the credit is said to be
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analogous to the buzz saw; in the hand of the expert it is a wonderful tool but in the hands

of initiated it can be very dangerous (Owusu Acheampong, 1986).

According to Meier (1989) and Busher (1995), the agro-economic dogma of the

1960s, 1970s and 1980s with regard to helping the poor and raising their productivity was

known as supervised credit. However, Meier (\984) continued, that Adams. Graham and

Von Pischke (1984), realising the disappointing results of government subsidized agro-

loan programmes in almost all developing countries, raised an opposing view against

development with "cheap credit", This thus triggered a very lot of debate between

proponents of the two schools of thought. The reasons those against "cheap credit"

advanced after a careful scrutiny of the supervised credit programmes were that in many

cases, loan repayments were poor; most loans were granted to rich, rather than poor

farmers; the low interest rate worked against savings: and the regulation of sub-loan

conditions deterred the banks from subjecting loan applicants to careful checking of

credit worthiness (cited in Adams et ai, 1984).

The above reasons against cheap credit may be justified to some extent because it

is true that in Ghana and elsewhere, until recently, many people have misappropriated

credits given them and so have not been able to repay their loans for others to benefit

from. Others have not been able to repay due to unfavourable weather or market

conditions. Still others are not willing to repay because they have the imrression that

government finance such credit by using tax funds. A newspaper report title "Farmers

reluctant to pay up loans, "seems to support these. The then acting Eastern regional

Minister of Ghana, Miss Addow said "credit are not gifts and therefore must be paid

back" (Daily Graphic: 1/4/96)
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She lamented over a situation where out of 88 ttactors secured for farmers in 1989

at ¢ 5 million each (FAO/ltalian Government and UNDP-sponsored mechanization

programmes) only one percent had been rEcovered in 1991; and that the overall recovery

rate up to 1996 still has been disappointingly low despite pressure from the Ministry of

Agriculture on the fanners to repay. She further said that under a Special Employment

Project (SEP) in the same area, only 9.5 percent (¢2.3 million) out of ¢24.5 million

granted as loans to farmers has been recovered.

Meier (1989) agreed with Adams et al (1984). and contents that "imposing how

ceiling on interest rates and allocating massive amounts of credits to rural financial

markets in order to speed up rural development and improve income distribution:' as help

by the conventional wisdom of the 1960's and 1970, have failed, and most often even

made matters worse. He argues that low interest rate ceilings provide income transfer to

loan recipients. leading to distortion of the real price ratio of investment opportunities by

under valuing the real cost of capital in different sectors. To Meier (1988), the persistent

problems that are associated with such credit policies include:

1. Credit loans go to wealthy fanners while small fanners are rationed out of the

credit market.

2. Loans for agricultural programmes are diverted to non-agricultural uses.

3. Such credit policies encourage consumption and discouraged saving; and the

setting in of significant distortions in the optimal allocation of resources across

markets.

On informal sources, Meier (1988) argues that as farm size increase. private credit

sources, like village moneylenders and pawn brokers, chit funds with an array of implicit
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interest rates. At this level, because of the need for substantial capital. the banks become

important sources of credit than friends and relatives. However with the implementation

of development plan, Meier (1989) further indicated that official lending complements

but c1early does not supersede infonnal sources. This has been supported by several

sample surveys, which indicated that the volume of informal credit is far greater than that

of organized institutions. This in due to the fact that the informal sources are

characterized by a much shorter processing time; better screening techniques or

enforcement devices (showing a lower default rate), and higher interest rates (borrowers

may not want to pay an even higher ratc by defaulting to extend repayment time; and, it is

an incentive to lenders to lend more at such high rates).

Even though the informal sources are larger and closer to the rural people than

formal institutions, there are still many people who have no access to rural credit.

Munyakho (1994), argued that the single largest obstacle facing small

entrepreneurs is access to rural credit, and that "although many can manage interest rates

of 35 to 48 percent annually. they often have to resort to greedy moneylenders. who

charge up to 240 percent" in Kenya. However. with loans, many operations are soon able

to increase their profitability and expand; and that "one in two businesses creates

employment after getting a loan".

2.5 Women's access to credit

In many developing countries, rural women represent more than 50 percent of the

rural active population. Even though they are heavily involved at the starting point.

during, and at the end of agricultural production process, women constitute the poorest
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segment of the rural society. In fact, the United Nation's estimates that women provide

60-80 percent of agricultural labour in Asia, and 40 percent in latin America (Blumerg,

1989).

In sub-Sahara Africa. women are responsible for about 70 percent of staple food

production. In Mali, the micro-finance and trading project promotes self-help women's

organizations and develop for them many programmes including crop trading, saving

mobilization and credit. Example Miseli group; eafo gigine.

Getubig (1989) also remarked that the majority of women accessing to credit

transferred their loan control to men within their households. She reported that only 37

percent of the sample retained full control over their loan. However, she noted that

women, who are widowed, single or divorced, were more likely to have control over their

loans.

Farmers require financial services for a number of reasons including the purchase

of agricultural input or the hiring of labour. However, evidence suggests that women

fanners remain highly marginalized group in terms of financial credit from fonnal

sources or from co-operative and development agencies tied to cash commodities. For.

as FA.o/ (1993) observed women are responsible for food crops while men are

responsible for cash crops.

A study conducted in Kenya indicated that only 3% of female fanners surveyed

had obtained credit from a commercial bank compared to 14% of male fanners. In a

similar study in Nigeria, 14% of male and only 5% of female farmers surveyed had

obtained credit from a bank (Saito et ai, 1994).
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In Ghana, women fanners identified lack of access to credit as a major constituent

to overcoming rural poverty (prah, 1995). Sarris and Shams (1991) had earlier given the

~ following reasons for the lack of women's access to credit although they observed that
ii
~ the banks considered the women to credit worthy as:

I. Rural women are more often illiterate and need education as to what credit

facilities exist or can be made available to them.

2. Credit institutions favour larger farmers this excludes women farmers, who are

usually small-scale operators.

3. Traditional and eultural values (especially in the North) prohibit women from

seeking credit on their own, and more women than men are without legal tittle to

land they farm and thus laek an important eollateral.

2.6 Some approaehes to Rural Credit Delivery for the poor

The International Fund for Agricultural Development (IFAD) 1993. has suggested

that a viable way to promote grass root development and rural poverty alleviation in

Africa, especially in Sub-Saharan Africa, is to extend credit through three distinct

approaches. These are:

An approaeh based on the model of rural informal finance;

An approaeh based on the model of Grameen Bank;

An approach assisted by Government and Non-Governmental Organisation in

such a way as to decentralise the operations of existing institutions to work effectively

with the poor.
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2.7 Informal fmanee

Seibel (1987) identified four types of informal finance

Type 1: Rotating Savings Association (RSAl. Fixed contributions at fixed

intervals by members. The sum collected is disbursed in rotating order to one member at

a time. Its shortcoming is lack of a permanent loan fund available in times of need to all

members.

Type II: Rotating Saving and Credit Associations (ROSCAl. Same as RSA,

except that part of the sum is put into a general fund for loans, insurance. emergency fund

and social services.

Type Ill: Non-Rotating Saving Associations. (NRSA) The regular members

contributions are deposited, possibly with a bank, and paid back at the end of a stipulated

period,

Type IV: Rotating Saving associations. (RSA) Regular members' contributions

plus revenues from fees, and joint business are put into a loan fund. Usually, different

interest rates are charged on loans for members. Contribution mayor may not be paid

back at the end ofa stipulated period.

The Rotating Savings and Credit Association (ROSCA) is one form that is heavily

used by low-income people particularly by women. These associations are found world

wide under many names. Their popularity among low and middle-inr')me groups

demonstrates poor people's propensity to save. In Ghana, ROSCA or "Susu: have

evolved into larger-scale credit and saving facilities. It is recognized that informal

finance offers many advantages. The infonnal or indigenous financial agents know their

clients better than formal banks do, which reduces their infonnation costs; their
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administrative and staff overhead is lower; their interest rates are regulated so they can

adjust to market forces and they are not subject to reserve requirements. However.

despite their potential. most forms of informal finance have their shortcomings too. They

are isolated from larger market, which curtails eventually lenders' access to funds and

reduces competition. They also have limited ability to provide long-term finance and

large loans. And it has also been argued that as long as poor people, particularly women

rely on informal markets they will remain outside the economic line.

Linking informal and fonnal finance can reduce some of these limitations.

However, some scholars think otherwise; (Hansel, 1974). This according to them, in

many areas where fonnal financial systems are highly centralized and corrupt it may be

unwise to link them to indigenous schemes. Therefore they argued that the best way to

help ROSCA might be to leave them alone.

Globally, there is still much to be learnt about the nature and feasibility of such

links. Donors and governments could support research and experimentation in forging

links between informal and formal systems.

Whatever, links are forged, the important thing is that, local control and equity interests

should be emphasized and retained. Among the informal finance approaches, ROSCA

may be particularly desirable as they incorporate savings and credit, and seem to be

effective in reaching poor people, particularly women.

In Ghana, for example, the Africa 2000 supported by the Canadian International

Development Agency, is successfully disseminating the ROSCA approaches to villagers

unfamiliar with this type of savings. Other good examples are Rwanda's Rural Savings

and Loan Banks, Burundi's Co-operative Credit Banks, Guinea Congo, Madagascar's
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Rural Savings and Loan Banks.

All of these experiments have shown that, even small farmers, with low and

lrregular incomes, are capable of making regular payments into a common fund. They

can survive and co-exist with official credit institutions.

2.8 Approacb based on tbe Model of Grameen Bank

Grameen Bank is a specialized bank for the poor in Bangladesh. It is considered

internationally as the most successful financial institution in extending credit to rural

poor. Started in 1976 by an Economic Professor who guaranteed commercial bank loans

to the landless poor because they could not provide collateral on their own, the project

became a specialized credit programme in 1983. The Bangladesh Government

contributed 60% of the initial paid up capital and the rest came from the savings of the

borrowers themselves and the supports from donor agencies. notably the Ford Foundation

and the International Fund for Agricultural Development.

Studies conducted in 1990, showed that, the Bank was serving more than 850,000

borrowers, of whom 91 percent were women. Almost all the Grameen Bank

beneficiaries are poor. The Bank has consistently maintained a repayment rate of over 98

percent from the start.

Other studies conducted by the Bangladesh Institute of Development 'tudies

(BIDS) showed that the investments of its borrowers have yielded high rates of returns

enabling tbem to repay their loans and eam a reasonable profit (Hossain, 1988). Impact

studies by the World Bank from a sample of 800 borrowers showed an increase in

income of28 percent as a result of the loan (Remenyi, 1991).
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Among the more important design features that have,contributed to the bank's

performance are its method of targeting grass roots Ol·ganizations. loan conditions,

incentives/penalty systems, insistence on accountability. nature of investments and

support services for saving mobilization, autonomy, and leadership and institutional

support (Remenyi, 1990).

2.9 An Approach Assisted by Government and NGOs

Sometimes this approach is called quasi-formal alternatives. A variety of quasi­

formal innovation institutions have developed in the last years to provide financial

services to poor people. They vary in size, ownership and organization but faU into

certain large categories.

Financial intennediaries: Generally. NGOs such in Women's World Banking or

Government agencies get the credit from Banks to small borrowers. They also provide

training. help with loan application and guarantees to lenders that reduce transaction costs

to both borrowers and lenders.

Parallel programmes: are Institutions (usually NGOs) set up to provide financial

service. Examples are, the Saving Development Foundation in Zimbabwe, the Working

Women's Forum in Maddars.

Poverty Oriented Development Banks. Generally, government intervenes to l1elp

existing institutions so that they adapt their rules and procedures or decentralize their

operation to work effectively with small fanners, landless people and rural women.

For example, IFAD (1993) had established a number of branches of Agricultural

Development Bank in Lesotho and abolished regulations that prevent women from
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accessing credit. Thus, many people have improved their li'ilng standards through the

opportunity given to them.

In the light afthis above consideration. it obviously appeared that. the past failure

of financial institutions to reach poor farmers have led to seeking alternative approaches

which can help to achieve this objective. Many experiments have turned to innovative

approaches, which are initiatives from the rural areas for the small-scale farmers. Since

small scale farmers represent almost 70% of rural population work, and produce the

majority of the national production, any policy that takes into account these social

categories, by giving them the opportunity to meet their needs will foster agriculture

development. By doing this. it would be possible to reach the 4% per year of agriculture

growth rate needed if hunger is to be averted (World Bank, 1975). In this connection

many programmes have shown that by giving the poor access to credit at reasonable

terms, they can help them become economically, sociologically and technically more

productive and thereby increase their income, which will in the long run enable them to

improve their living standards. But what is the scope for bringing this about? Different

types of institutions have been successful in delivering credit services to the poor, as

exemplified by Grameen Banks, Saving and Credit or "Susu" in Ghana, Congo and

Madagascar's Rural Savings and loan Banks, etc. Their effectiveness has much to do

with design of the credit delivery systems to small-scale farmers. Both donors and

goverrunents have a major role to play by promoting these types of informal financial

approaches to poverty alleviation.

However, it is important to stress that credit alone cannot work or contribute to

reducing poverty without adequate market and infrastructure and advisory services such
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as agricultural extension.

It was in this perspective that Sasakawa Global 2000 decided to help some

African countries' small-scale farmers including Benin Mali, and Burkina Faso by

bringing to them improved technologies and promoting innovative financial programme

which constitutes a better way to restore their productivity.

The SG2000 project started in 1996 in Mali with an objective to dcmonstrate the

feasibility of increasing productivity of food crops by introducing simple agricultural

technologies to participating farmers. In 1997 the project, in collaboration with Ministry

of Agriculture Development, experimented with farmers' Rural Savings and Loan Banks

based on indigenous loan of collective organization. They were designed to reach small­

scale fanners who are typically left out by formal credit schemes. After six years of

implementation and management many studies have been undertaken to evaluate the

financial performance and the impact of these banks based on the calculation Or

evaluation of benefits. The main cause is that, what are the criteria used for assessing the

impact of rural credit on the beneficiaries.

2.10 Potential for saving in the subsistence sector.

In most developing countries, agricultural production is primarily in the hands of

small-scale farmers. Their first concern is to provide food for the family. Producing for

the market is possible when there is surplus of harvest. In this environment. are these

people able to save? In fact, rural saving has become one of the crucial debates. Some

scholars argue that it does not exist or it is not enough to be considered due to the cost

involved. On the contrary, others think that lack of information about how the poor
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actually organise their lives leads to the belief that they are too poor to save. Thus, few

financial programmes have promoted deposit facilities. However, there is evidence that

they can do save in formal financial market and in other liquid assets. The practice

depends on the spoor's capacity and willingness to save.

Von Pischke's (1973), reviewing smallholder credit in Kenya, pointed out those

small holders have a greater capacity to generate savings than is commonly assumed.

Also indicative of rural savings capacity is the existence of indigenous mutual savings

societies. In Mali for instance, these kinds of associations are scattered over the country.

Besides saving money. poor people as previously remarked save in kind. for

example, by building up stocks of grain seasonally, running them down when the harvest

season is over. They possess livestock and other durable assets such as household tools,

gold, etc that can be sold in times of crisis (drought or flood) and then repurchased

(Abban, 1986), Recent research indicated that given opportunities and incentives to save,

poor people can save far more than previously thought (F.A.G., J994). Similarly.

investigation undertaken in Benin showed that farmers preferred keeping their yearly

. surplus in kind, especially buying cattle or keeping it at home. One third of them go to

local bank for agricultural credit and only women subscribe to infonnal savings

institutions namely ''"SliSU'' clubs. It was also observed in Benin that, despite their low

income level, farmers used to save a substantial amount for precautionary demand, but

they hoard it in obscure places at home, or in credit associations prevalent i'L the areas

.For this reason research cannot easily access such savings and that is why studies

commonly assumed that rural residents have low marginal propensities to save (Stuart, R,

2000).
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Globally, what is important to stress is that, rural savings among small-scale

farmers exist in large quantity and in different forms, it properly organized and

mobilized, they could be a strong means for rural development. In this connection, Galiba

(1996) observed that, the first duty for a country, which wants to be developed, is to

begin keeping an account of its available national resources and then to ensure their

investment through international means.

Donald (1974) in his work on "Rural Saving Mobilisation found that an obstacle

to saving deposits in bank is the rate of inflation, which erodes the value of savings when

held in financial form. He concluded that the most impressive collection of savings

deposits from poor people has been obtained from cooperative organizations rather than

banks.

Indeed, these cooperative organizations. commonly known as credit union or

credit cooperatives, are members owned cooperative designed to mobilise members'

savings and provide loan to members. The model has been gradually experienced and

expanded in many countries over the world. The results obtained had varied or mixed

from one country to another.

Unfortunately, experiences m many developing countries showed that the

government has taken upon itself the initiative to organize farmers into cooperatives. The

latter became important channels for government-sponsored credit with profe~,jional

management, offering input supply, marketing programmes as well as financial services.

They often had to operate under the directives and control of the state.

In short, the policies adopted were based upon the top-down decision-making and

the exclusion of active membership participation. This impersonal organisation form
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often fails to stimulate either the inclination to save or a sense of obligation to repay loan.

It may be accompanied by mismanagement and occupation since many of the

government established cooperatives have only bcen able to survive with the help of a

large influx of outside funds. Failures have led much government in developing countries

to revise their policies and adopt new shapes by encouraging the initiative, which come

from farmers themselves, namely institutions based on local associations.

The Director General of the International Labour Organisation (I.L.O. 1977)

commented, "The trend towards more informal associations may become more

widespread as such groupings meet the needs of poorer people whose capacity for

managing formal associations is still inadequate". In the same direction, F.A.O (1975)

noted that Institutions based on traditional. indigenous forms of collective organisation

are sometimes advocated as the most appropriate ones for involving the entire population

in a balanced process of social and economic development village organisations well­

rooted in tradition have been proven effective in mobilizing participation for

development."

In fact, the main reasons for the proliferation of informal groups that appear to be

the essential elements of cooperatives derived from the cultures in which these groups are

found. In many counties in Africa, the life patterns of people are cooperative. People

voluntarily combine efforts to clear land, to plough, to build houses and engage in otller

economic activities.

Stuart, (2000) described the farming of such conditions as an adaptation to

poverty. Infonnal rural cooperatives are set up to find solutions to basic problems that

affect the core participants. Thcy respond flexibly to changes in the socio-economic
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environment for all such association, reliance on members' savings and capital

contribution is an important feature to their success.

~ For example, in Rwanda, where credit unions were created for the specific,
1
i purpose of rural savings mobilisation, membership grew by 47% between 1977 - 1986,
I
':
,;; with real savings deposits growing at an average annual rate of 34.8% and outstanding

loan at 54.4%. In Cameroon, these numbers were 14% and 42.4% for loans. In both

countries, credit union savings and loan grew significantly higher rates than the national

average (Cuevas, 1998).

To sum up all the arguments raised, it is important to note that small scale

fanners' savings mobilisation is the greatest asset for national development since the

majority of this category of the population lives in rural areas. Well-designed financial

services that find their roots and build up from local level can help to attract and increase

poor people's savings and facilitate their access to credit.

2.11 Criteria used for assessing the Impact and the Effectiveness of Rural Financial

Institutions for the Poor

To assess the impact and effectiveness of any rural financial institution services

for the poor, it is important to be clear about the criteria that are used in practice. Though

many countries have developed quite elevate system for calculating 1- nancial

performance of rural credit agencies such as standard financial ratio analyses, and

internal economic rate of returns, few produced regular information on their impact and

j effectiveness. Even though internal economic rate of returns ORR) for example is used

'i as an indicator of effectiveness, it has proved that it does not fully rel1ect project

j
.1
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effectiveness. A more fundamental criticism is that the use of IRR leads evaluation to

focus on short-term for benefits. Abban (1986), pOInted out that lRR calculations do not

pay attention to long-term environmental impacts since nonnal discount rates mean that

long-term costs or benefits have almost no effect on the IRR. Getibig (1989) cited the

example of a social forestry project in India in which the eleven-year repayment period

encouraged farmers to plant fast growing eucalyptus that cannot be used for fodder.

It is also recognized that standard financial practice analysis used as a tool to

assess rural financial institutions performance on effectiveness does not take into account

the various components such as subsidies. free equipment by government/donors, free

training for staff and repayment default cost, involved in their operations on the special

objectives often assigned to them (Robert, 1974).

However. Yarom in 1992 introduced a framework ofperforrnance assessment that

has been widely agreed by practitioners.

The framework emphasises two criteria:

I. Self-effectiveness

ii. The level of outreach, that is. the extent to which the institution has succeeded in

reaching its target clientele and the degree to which it has met that clientele's demand for

financial services.

These two criteria have also proved that they do not provide a full asseS~l11ent of

the economic impact, but they serve as quantifiable process for the extent to which the

institution has reached its objectives and made transparent the social costs. From a

development point of view, the real test of performance should have been to assess the
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sustainability of the schemes over a long period, the safety of depositors' funds and the

financial viability ofthe institution.

By and large, the controversies over the criteria for the measurement of the

impact, effectiveness and sustainability of financial institution programmes are likely to

continue. As observed earlier, traditional measures, stress demand, number of borrows,

number of loans, percentage of targeted group reached increase in production or

productivity whereas, the proponents of financial markets rightly stress the resources of

funds for credit transaction, cost reduction, the financial viability and the sustainability

and effectiveness of the credit schemes themselves.

However, it is generally acknowledged that, impact effectiveness and

sustainability of the credit schemes arc multidimensional concepts that cannot be viewed

in terms of a single variable. Therefore, on the impact side, seven criteria are often used

to assess the impact of rural financial programmes for the poor. They are:

1. Extent to which the programme has succeeded in reaching the really poor people,

not poor sectors. This is measured in tenns of the proportion of beneficiaries who

are truly poor and the number of poor borrowers reached by the programme

(Getubig, 1989).

2. Extent to which the programme has developed good deposit facilities, services,

and incentives which enable poor people to save frequently small sums of varied

value into a lump sum which when required in a quick, affordable and

transparency manner.
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3. Extent to which the programme has charged interest rates, that allow the

institutions to cover its cost and deliver the services at prices that clients are

willing to pay.

4. Extent to which the programme has performed in loan recovery. Sustained high

loan recovery represents the simplest and clearest indicator of a programme's

success as it reflects the profitability of the loan. as well as the borrower's

satisfaction and support of the programme (Getubig, 1989). This is not always

true, because the client can borrow money from relatives or money lenders to pay

his debt in case the credit did not earned good results.

5. Productivity of the loan. It is referred to the variability of the investment into

which the credit was used by the borrower. This can be measured in tenns of

turnovers or capital-output ratio. However. this criteria is often difficult to

measure accurately when applied to small-scale investments of poor borrowers.

because a part of income goes to consumption and thereby introduces a bias on

the estimated turnover. Thus, asset retention by borrower is often used even

though it is less precise measurement (Getubig, 1989).

6. Impact on borrower's income. This impact refers to the extent to w·hich the

borrower's real income has increased as a result of credit provided. This critena

is probably the most difficult to measure by conventional "before-after" or with­

without" techniques. The difficulty stems from the problem of isolating the effecl

of credit from many intervening variables and the comparability bd\,,ieen the

experimental and control group (Getubig. 1989).
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7. Non-economic criteria. The most difficult task of all is ~o develop success criteria

for non-economic objectives of credit programme. It may be referred to the

empowerment of rural women. increasing their status in the family and the

community. These, however. are legitimate objectives that must also be

considered in assessing effectiveness of programme (Getubig, 1989).

In this connection. as far as farmers' Rural Savings and Loan Banks are

concerned. as important point that must be observe here. which are overlooked, is the

participation of those people who are involved on the programme.

2.12 Contextual Framework

Within the CQntext of the literature review. the contextual framework was

examined. The literature revealed that, informal sources of credit continue to be the most

common providers of rural credit. In many cases. these have been smaller amounts and so

have had little impact, if any. on rural development. Substantial credits in the hands of

many rural dwellers have been idle. and there have been instances \vhere rural dwellers

have lost considerable amounts of moneys. farms and properties through bush tires.

These, in addition to the unpredictable ralOfall pattern. precipitate the need for a more

reliable fonn of credit delivery that will facilitate rural development.

However, the introduction of formal banking institutions have not helped T"uch.

Lending activities in the past have benefited only a small section of the rural people. and

so their impact on rural development has been minimal. This is so becaw;e many rural

people are poor and so lack collaterals. They are therefore marginalised as credit
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acquisition more or less depends on an applicant's ability '.0 provide collaterals and

securities. As pointed out by Munkner (1978):

"Only a small section of the population is gaining from development, and income
inequalities widen rapidly. In rural areas mainly progres.\'ive farmers and large
producers benefit from credit schemes, modern technology and farm inputs for
increased production whereas a vast majority of small-holders and farm workers
do not participate in growth and development ".

Given the above situation of discrimination in credit delivery by banking

institutions. most rural dwellers become more impoverished as income inequalities

widen. There is belief. however. that if credit delivery is done in favour of the small-scale

producers with very minimum restriction. the frustrations that the rural people go through

in search of rural credit to improve their productive capacity will be fairly reduced, so

that development will be enhanced through increased incomes. In the operations of the

rural banks therefore. it is conceived that the accessibility of the rural poor to rural credit

will be enhanced if the banks set up financial arrangements that will meet the

circumstances and conditions of the rural people. As Pinstrup-Anderson (1993) put it:

Highly specialised credit institutions are not necessarily the best finunt'ing
arrangement for the poor; suitability a/an institution to prevailing conditions and
acceptability to prospective customers should he the main criterion in promoting
different types of financial intermediaries in rural areas. For the poor, it is
extremely important to have it~formal financial intermediaries and II) have
appropriate operational linkages between them andformalfmancial institutions "

It is therefore. no wonder that despite the higher interest rate chargeJ by

moneylenders who are found everywhere in Africa. these moneylenders continue to l:xist

while many formal institutions regularly have difficulty with loan repayments and often

require recapitalization (Hoff and Stiglitz, 1990). The establishment of rural banks.
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therefore, is seen to be a way of reducing the power of moneylenders througb

competition.

Given the objective of Rural Banks, it is expected if they really live up to

expectation by easing the accessibility of rural people to rural credit, people will be

empowered economically and thus will contribute meaningfully to rural development. It

is within this perspective that the perceived impact of rural credit was examined.

Therefore, in this study. to assess the perceived impact of rural credit on the cereal

farmers the criteria used included the following indicators.

1. Level of socia-economic impact as a result of credit granted to borrowers

2. Level of credit granted

3. Level of savings mobilization and services provided

4. Level of credit facilities and services offered

S. Level of production

6. Extent to which the CREPs programmes have reached the poor people.
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CHAPTER THREE

METHODOLOGY

This chapter contains a description of the methods and procedures that were used

to generate the data to examine the impact of rural credit on the cereal fam1crs in the

Koulikoro region of Mali.

3.1 Study Design

A descriptive correlation survey research design was used for the study. The

design enabled the assessment of the characteristics or nature of the defined population

and the strength of relationship among the variables of the study

3.2 Population and Sampling

The target population was farmers who were associated with the CREPs. The

population was from two districts, namely: Niamabougou, and Soudougouba. As the

study sought to find out the perceived impact of the rural credit on the cereal farmers, a

stratified random sampling was used to draw the sample to be studied.

This selection was based on the characteristics of population. A list of CREPs

memben; was obtained from each of the CREPs. Male and female members were listed

separately in two groups. Then a proportional random sampling of farmers \ as done In

order to give a good representation of males and females in the population. Through these

fifty-eight male and twenty-nine female members out of 385 members of the two CREPs

were selected. Almost a quarter of the entire membership was selected (80 members),

although 77 were able to respond to the research.
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3.3 Instrumentation

Two instruments were used to collect data. These were the interview schedule

and questionnaire. Questionnaires were administrated to Sasakawa personnel, while the

interview schedule was used to guide the interviewing of illiterate farmers. Farmers'

opinions were directly sought on some issues while in others five point Likert Scale was

used to measure the characteristics of the variables that have been defined under the

specified objectives. Experts of agricultural extension did content validation of the

instrument.

3.4 Tbe Study Area

This study was conducted in the central region of Mali (Fig. S1). The region

covers areas of 3,800 square kilometres and is divided into eight districts for

administrative purposes. The Region was chosen mainly because it is a region where

there is not only dry cereal cultivation (Sorghum. Millet), but also rice irrigation areas

(Baguineda) and has a high livestock population.

3.4.1 Climate

The climate is hot and dry/type soudanian with a unimodal rainfall not o"ly by the

seasonality but also by their variability. The annual ranges between 600mm to 900mm.

The rainy season starts in May is highest in August and stopped in October. followed by

a long dry season.
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3.4.2 Vegetation

The vegetation is characterized by an important development of woody stratum

with grasses interspersed with short and some dense forest along water bodies. The main

trees are ville/aria paradoxa, Parkia biglobosa, Caya senegalensis. and Citrus sp. The

herbaceous stratum is made up ofAndropogon gayanus and Penicelum pedicellawm.

3.4.3 The Relief and Soils

The relief is characterised by a peneplain with lateritic emergences. There are a

lot of valleys with agricultural potentialities, The main soils are ferruginous tropical

soils, shallow lands soils, and sandy soils.

3.4.4 Hydrography

The hydrographic network of the central region of Mali is made up by the river

Niger and his attributaries.

3.4.5 Demography

The population of the region is about 800,000 inhabitants (census, 1980). The

main ethnic group is the Bambara; there is however other settler ethnic groups like

Foulani, Mossi, Marka. The population of Kouhkoro the region is mostly illiterate ~ITld

the majority eam their livelihood from agriculture.
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Pilot Study

To verify the reliability and validity of the instrument developed. a pilot study

was undertaken in the two districts. The pilot study was conducted in nearby area where

farmers are similar in characteristics of fanners of the main study area. Data was

collected with research instrument and analysed using Cronbach alpha reliability to

determine the internal consistency of items measured type on the likert scale.

Before the pilot study, two assistants were trained two days in the Sasakawa

Office.

The training covered the following areas:

• The purpose of the study

• The procedure for selecting respondents and dealing with a situation where

respondents cannot be located or interviewed.

• The way to ask each questions, the need for a brief introduction and what was

expected from the respondents.

After this prelude. the researcher and the two field assistants from 251h·30tl1

March, 2003 carried out the pilot study. in the Konobougou village. This pre-test sought

to ensure that the questions on the questionnaires were clear. meaningful. appropriate,

and understood. Fifteen farmers were interviewed during the pre-test and data collected

were computed and analysed using the statistical package for social sciences (SPSS).

Comments and suggestions of respondents were considered and incorporated into the

final version of the questionnaire. The reliability co-efficient (Cronbach's alpha) of items

of the survey instrument, measured on 5 point-likert type scales, is given in Table l.
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Table 1: Reliability of variables.

Variables No. of Items Reliability of Co-efficient

\Alpba)

Credit services and their

impact 11 95

Saving mobilization and

services. 6 70

Loan recovery 5 85

Credit granted and used for

agricultural production 6 79

Level of production 6 70

The table shows that the scales on the instruments were reliable and consistent.

3.5 Field Work

The fieldwork began on 5'" April and ended on 30'" June, during the fieldwork,

the researcher introduced the assistants to the CREPs staff in the area where each was to

cover. The main reason for this was to explain the purpose of the study and to seek their

support for achieving successful result. A follow-up was regularly made to the assistants

not only to collect the questionnaires but mainly also, to ensure that the interviews well

conducted, the questionnaires were well filled and completed. It also enabled the

researcher to appraise the problems the assistants came across during their work.

The main problems encountered were:

(a) Unwillingness of some farmers to respond to the interviewing because either they

had no time or they had left home when an agreed time was given for a meeting.

(b) The difficulty to obtain from some respondents the total information about

amount of savings, credit granted and the purpose for which the credit had been used.
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At the end of the fieldwork, data had been collected on 77 intended respondents.

Data Processing Analysis

Data collected were analysed using the statistical Package for the Social Sciences

(SPSS). A codebook was prepared to guide transfonnation of interview schedule into

nwnerical data analysis. Frequency distribution was nm to check any coding and correct

them where necessary. Descriptive statistics involving means. frequency, percentage and

standard deviation were computed to summarize and described the data.

T-test procedure was used to examine whether a significant difference existed in

tenns of

(i) Level of saving

(ii) Access to credit services

(iii) Level of production

(iv) Level of income

(v) Level of social condition

One-way ANOVA procedure was also used to determine whether there is

significant difference in terms of perceived impact of rural credit on cereal fanners from

the two CREPs. Correlation techniques were used to detennine the nature and the

strength of relationships among the variables of the study. An alpha level of 0.5 was

established a priori for all tests.
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CHAPTER FOllR

RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents the results and discussions of the study. The discussion is

based on the following research questions:

1. To what extent do the demographic characteristics of the fanners influence the

access to credit from eREP?

2. Has the production of the beneficiaries of the loan increased?

3. What is the performance of the eREP. as perceived by the beneficiaries In

tenns of loans given, loans recovery. level of saving of members?

4. What are the nature of and strength of relationships between the variables of

the study?

5. What is social impact of rural credit on the living standard of fanners In

tenns of education, health. nutrition and clothing?

Each item in the questionnaire is carefully analysed as a descriptive or in

.association with other items, to find out the significance.

4.2 Demographic characteristics of the Study Population.

This section of the findings gives a broad picture of the characteristics of the

respondents who were sampled in the CREPs.
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4.2.1 Cbaracteristies of CREP Members

Sex

Of the 77 members sampled, the gender distribution was as seen in Table 2. The

majority were males (74%)

Table 2: Cbaracteristics of CREPs' Members

Cbaracteristies Frequency Percent Cum. Percent

Male 58 74.0 74.0

Female 19 24.7 100.0

Total 77 100.0

Source. FIeld data, 2003

Age

The age of members interviewed ranged between 21 and 70 years. Young

members who fell within the age range of 21 and 40 years represented a third of the

overall population sampled. About half the population were between 41 and 60 years.

The fest were above 60 as can be seen from table 3. This showed that the active

population of between 21 and 60 years were the main beneficiaries of lhe CREP. All the

members interviewed however were married.
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Age (years) Frequency Percent
I .--Cumu alive

percent

21-30 8 10.4 10.4

31-40 16 20.8 31.2

41-50 18 234 54.5

51-60 20 26.0 80.5

61-70 8 10.4 909

70+ 7 9.1 100.0

Total 77 100.0

I

!
I

Table 3. Age of CREPs' Members

Mean - 3.32 sd - 1.42
Source: Field data. 2003

Educational Background

The majority of farmers interviewed were illikrate as shO\vn in Tahle 4. fh<:y

represented 41 (53.2%) out of the 77 members sampled. Those \vho had completed

primary and Junior Secondary Schools represented 9.1% and 7.8% respectively.

However, 28.6% of the respondents had had aduh education. This picture demonstrates

again that illiteracy is still predominant in the rural areas.
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Table 4: Educational backgrounds of CREP members

Frequency Percent Cumulative

Educational level Percent

Illiterate 41 53.2 532

Primary 7 9.1 62.3

1.S.S. 6 7.8 701

S.S.S. 1 1.3 72.4

Other 22 286 1000

Total 77 100.0

Source: FIeld data, 2003

Family Size

The average family size was seven. About 86% of the fanners have the family

size between I and 10. The rest had family sizes of more than 10 members.

Table 5: Family size of CREPs' Members

Frequency Percent Cumulative

Percent

1-5 40 51.9 51.9
I

6-10 26 33.8
1

85
.
7

More than 10 I I 14.3 1000

Table 77 100.0

Mean - 1.6 sd - 7.2

Source: Field data, 2003
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The study showed that 29.9% respondent cultivated land size not more than a

The average land size cultivated ranged from 0.5 to 20 hectares depending on the

areas, which guarantees productivity. and enhances savings mobilisation and

subsequently, accesS to credit.

limited access to credit. This is because land is one of the most important factors in rutal
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cultivate small land size, could be limited in savings mobilisation and therefore also have

hectare. Most of the farmers in this group were women. This means that women. who

areas.

5 hectares as against 0.5 hectares to 20 hectares in the sorghum and millet cultivated

respondent's district. In the rice cultivation area the land size ranged from 0.5 hectares to

Size of Farm Land



Table 6 Land size of CREP Members

Land distribution Frequency Percent 0/0

0.5 - 1.0 23 29.9

I.I - 3.0 20 26.0

3.1 - 5.0 11 12.9

5.1-7.0 3 3.9

7.1-10.0 3 3.9

10.1 - 15.0 I 1 14.3

Above 15 7 9.1

Total 77 100.0

Source: FIeld data, 2003

Land Ownersbip

Table 7 indicates that 59.7% of the farmers interviewed purchased their own land

while 26% and 14.3% of the respondents inherited family land and rented their lands

~espectivel y.

Table 7: Laud Tenure of CREP Members

Land tenure Frequency Percent

Hired 11 14.3

Private 46 51.7

Other 20 26.0

Total 77 100.0

Sources: FIeld data, 2003
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Type oflsbour used by CREP Members

Almost all the sampled population used family labour (94.8%). Only 3.9% and

1% used seasonal labour and pennanent labour respectively. This type of labour was

expected because the land use depended on the crop type. Families normally tended to

plant rice and sorghum, which took up only a small percentage of the land size. The

family could therefore adequately supply the required labour. Table 8 shows the

distribution.

Table 8: Type of Labour Use

Farming Activity

Table 9 shows that a large number of respondents representing 85.7% of the

staples. About 8% were engaged in market gardening and 2.6% were engaged in animal

FIeld data 2003Source:

sampled population were mostly engaged in agricultural production in which women

of rice, millet, and sorghum) was a common feature especially as these products were

alone represented 25%. This figure was so because agricultural production (cultivation

Type of Frequency Percent Cumulative

Labour percent

Family 73 94.8 94.8

Seasonal 3 3.9 987

Other I 1.3 100.0

Total 77 100.0

farming while another 3.9% were engaged in trading and agro-processing.
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Table 9: Farming Activity

Activities Frequency Percent

Agricultural Production 66 85.7

Market gardening 6 7.8

Animal Farming 2 2.6

Trading and Agro-processing 3 3.9

Total 77 100.0

Source: FIeld data, 2003

CREP Members Saving Habits

Table 10 sought to find out from CRE? members whether they had had any

experience with saving with any institution. The table shows that out of the bulk ofCREP

members interviewed, 38 respondents representing almost 49% of the sampled

population had had some previous experience in saving money. A large proportion

among them used to save money in the "informal bank" (Association or Tontine). This

. support Stuart (2000), who said the "poor can save and want to save money.
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Table 10: Have you ever saved with any institution before?

Habit of Saving Frequency Percent

Yes 38 49.4

No 38 49.4

No response I 1.3

Total 77 100.0

Source: FIeld data, 2003

Reasons for Saving in the CREP

Table 11 shows that 71.4% of the sampled population considered the security of

their saving and the facility to credit before joining CREP. The majority of them joined

the CREP through the advice given by the relatives or friends who had ever been and

were been members of the CREP. Since the CREP's objective was to address mainly the

fanners' need of loans. it was deemed necessary to find out what the members of the

CREP's perceptions were on the effectiveness or impact of those credit facilities

.provided.

Table n. Reasons for Savings in the CREP

Reasons Frequency Percent

No response 10 13.0

For security 8 10.4

For Credit 4 52

Both SS 71.4

Total 77 100.0

Source: FIeld data, 2003
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4.3 Level of Deposit Mobilisation and Services

Savings mobilisation is the main component of the CREP's objectives, which

seek to promote development from local resources. In this regard, the CREPs have

established deposit facilities and delivering mechanisms in order to encourage savings

especially among rural poor farmers. Members are required to pay a share of 3000 CFA

and 500F CFA as registration fees. They are also required to save voluntarily a part of

their income according to their capacity. Three options are given to them namely current

account, savings account and both current and savings account. An interest rate of 6% a

year is granted for the savings account. Some activities developed by CREP come to

complement savings mobilisation.

The CREPs deal in agricultural inputs such as improved seeds. fertilizer and

pesticides in order to satisfy the demand of their members. All these savings put together

are used as a source of credit.

One of the aims of this research was to assess members' opinions on the impact of

the deposit mobilisation and services provided to them by the CREP. Therefore,

members were asked to rank their impression towards the following items based on a 5

point likert-type scale ranging form I~ery poor to 5 ~ "very good".

• Level of savings

• Level of interest rate on savings

• Condition of security granted to the savings

• Accessibility to the Savings

• Good management of Savings

• Level of success at special savings generation
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Table 12: Members' Perception of tbe Performance of the Saving Mobilisation

Services provided by the CREP.

.abies Degree of the impact Mean N

" I 2 3 4 5 &SD

Level of Savings I 57 5 4 - 1.89 77

1.3 74.0 6.51 5.2 - 0.89 (100%)

Level of interest rate 4 4 65 4 - 0.4675 77

of savings (5.2) (5.2) (84.4) (5.2) 1.14 (100%)

Condition of I 9 67 - 3.12 77

Security granted to (1.3) (117) (87.0) 0.99 (100%)
the Savings

Accessibility to the 55 10 9 I 3.5 77

Savings (71.4) (3.0) (117) 1.3 1.16 (100%)

Good Management I 3 62 - 3.36 66

of Savings (1.3) (3.9) 80.5 1.46 (100%)

Level of the Success 13 - 2 51 - 3.80 66

of special for (16.9) (2.61) (66.2) 099 (100%)
generating savings

Source: FIeld data, 2003

Note S..le1= Very Poor, 2 = Poor, 3 Average, 4 = Good 5 = Very Good

Numbers in bracket ( ) are percentages.

and

,.

It is observed from Table 12 that 82% of the respondents interviewed thought that

the level of their savings ranged from very low to average. The mean value of 2.18

signifies that members perceived the overall level of savings mobilisation as poor.
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It was also found that most of the CREP members (84.4%) perceived the interest

rate of their saving account to be average. Eighty-seven (87.0%) were satisfied with the

condition of security granted on their savings. On the question of good management,

80.5% of farmers thought that it was good while only 1.3% percent of the population

sampled that it was poor.

4.3.1 Frequeney of saving ofCREP's members

Table 13 shows that 61 members of CREP representing 79.2% save on a yearly

basis. This low frequency of saving is the main cause to the weakness of the levels of

saving as shown in Table 13. These results corroborate what Stuart (2000) observed that

"Though poor people want to save, they can not save each and everyday. It is recognized

that to help them, it is necessary to provide on a daily basis the chance to save and

withdraw and to take an advance against future saving".

Table 13: Frequency of savings by Members

Frequency of Frequency Percent Cumulative

saving Percent

No response 9 117 117

Daily 3 3.9 15.6

Weekly 2 2.6 18.2

Monthly 2 2.6 20.8

Yearly 61 79.2 100.0

Total 77 100.0

Source: FIeld data, 2003
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4.4 CREPs Member's perception of CREP impact on social development

The social impact of the CREP is also seen in the direct participation of efforts at

community development at the catchments area. When the members were asked whether

the CREP had made any contributions towards the social development of the community.

79.2% of them responded in the affirmative while the rest sald no.

Table 14: Member's perception of CREP impact on social dc\·elopmcnt

Frequency Percent

Yes 61 79.2

No 16 20.8

Total 77 100.0

Source: FIeld data, 2003

This section focuses on member's perception of the impact of rural credit with

regard to the following items:

Level of access to credit

Level of satisfaction of interest rates changed

Level of satisfaction of collateral asked for

Level of loan given

Level of loan recovery

Level of saving of members

Level of credit impact on borrowers output and social standards.

These items were measured on a 5 - point Likert Scale where 5 = Very Good, 4 =

Good, 3 = Average, 2 ~ Poor, I ~ Very Poor.
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4.5 Members of CREP's Perception of tbe Performance of Credit Service

Credit is either used for production or consumption purposes. In the rural area of

Mali, the majority of the people are poor, and so any available credit is not exclusively

used for production purpose, but also for consumption purposes. An access to rural credit

therefore, does not only increase people's income. but also protect people's food security.

improves their shelter, clothing and other social amenities (F.A.O, 1993).

Table 15 shows that generally. members perceived their level of access to credit

to be good. About 82% of members found access to credit to be good as compared \\lith

14.3% who found it to be poor or just average. However, another results indicated that

59.7% of the members had some difficulty in paying back their loans (See Table 17).

With regard to the collateral or group joint liability asked by the CREP, 81.8% of

the members were fully satisfied as against 9.1 % who were not. About the same number

9.1% were only somehow satisfied.

Pertaining to credit impact. 46 of the members representing 59.7% of bOITO\vers

felt that their present output compared to their situation before their involvement in the

. CREPs credit was good as against 40.3°/'0 of the borrower who found it as poor with

respect to training. Most of them. 94.8% found it to be useful and relevant to their output.

Concerning the visit provided by Agricultural Extension Agents, 94.8%1 of respondents

expressed high opinion about the relevancy of AEA" s visit and advice on the results

farmers obtained from the CREP. The financial situations was found to be good by Q09

of borrowers, while 5.2% and 3.9% perceived it to be average or poor respectively.

On social status 96.1 % of respondents believed that there was improvement J.S

against 3.9% who thought their social status was only average of very poor. The reasons

given these failures were related mainly to drought and marketing problems. Then: are

greater risks and uncertainties in agriculture than other sectors in Mali when: rainfall
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remains the main detenninant ofoutput. lIDs demonstrates that credit alone cannot work

to reduce poverty, or improve productivity. To be useful and profitable. credit systems

must be backed by other sectors such as extension services. storage. roads and marketing.

lIDs conclusion was supported by Hansel (1974) who stated. "Without adequate markets

and infrastructure, credit is likely to remain a debt a.~ borrowers have limited options to

make profitable investments," However, in general most of the farmers perceived the

impact of rural credit to be good with the overall mean being 3.7\ (and a standard

deviation of0.85).
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Table IS: Members Perceptions of the performance of the credit services

Variables Degree of performance of credit

1 2 3 4 5 Means SD

Level access to credit 3 3 5 63 3 3.78

3.9 3.9 6.5 81.8 3.9 1.16

Level of interest ratc (2) 1 62 7 7 3.21

2.6 1.3 80.5 9.1 9.1 .705

Level of satisfaction of 3 4 7 53 10 3.81

collateral asked for 3.9 5.2 9.1 68.8 13.0 1.49

Level of recovery 3 6 70 - 3.90

- 3.9 5.2 83.9 1.43

Level of respondents 31 - 46 - 3.19

present output 40.3 59.7 .42

Level of the relevancy of 2 2 73 - 3.92

the training results - 2.6 2.6 94.8 .22

Level of the relevancy of I 3 7J - 3.93

the visit and advice on - 1.3 3.9 94.8 .19

the result.

Level of respondents - 3 4 70 3.83

present financial 3.9 5.2 90.9 .43

situation

Level of respondent I - 2.6 74 - 3.93

present social condition 1.3 96.1 1.07

Source. FIeld data, 2003

Note: Scale 1= very poor, 2= poor, 3= Average. 4= Good, 5= Very Good.
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4.5.1 Utilisation of loans

Finally, it was observed that 90.4% of borrowers used their credit mainly for

productive purposes (cereeal production, animal farming, and agro-processing) and only

9.6% of them used their loans for non-productive investments (that is to meet social

needs). This demonstrates that small fanners tend to put their loan in productive

investment, contrary to those who argue that they use the loans mainly for consumption

rather than production (Western African Bank Annual Report, 1998).

Experiences with micro finance programmes in Bangladesh and Philippines

support these findings. For example, survey data from the Grameen Bank credit

programme shows that client loans afe used mainly for productive purposes. A survey of

infonnal lenders and borrowers in the Philippines revealed that 48% small~.scale farmers

did not use informal credit for consumption (Von Pischke, 1989).

Farmers were also asked to indicate the nature of the investment for which the

loan granted was used. Results in Table 16 show that cereal investment involving

agricultural production. animal farming. trading and agro-processing were first areas

where credit was used by borrowers. Forty four members, representing 57.7% of

borrowers, invested in agricultural production, whilst 32.7% went into animal fanning,

trading and agro-processing and the remaining 9.6% were used to fulfil consumption and

social needs.
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Table 16: Utilization orloan. by borrowe"

Loan Utilization Frequeney !Percent ICum':'lam'e~

I I Percent

Productive I r
I

I

• Agricultural production 44 i 57.7 ! 57.7

• Animal Fanning 8 9.6 67.3

• Trading-Agro-processing 17
1

23 .1 90.4

,
• Other 8 19.0 100.0

I

Total 77
1

100.0 1000 I
I

I
,

-"
Source: FIeld data, 2003

,I
j

4.5.2 Members access to credit and repayment

One of the main objectives of the CREP i~ to proml)tc cn:dit \\ ith J rcasonahk

interest rate so that members can be productively employed in income ~encr;jting

activities. To achieve this goal, CREP otTers three types of credits: short-term (3

months), medium term (6 months) and long-ternl (from 1 to 8 years). The first term is

undertaken with an interest Tate of I % a month and the rest. with an interest rate at 1.5°'0

All these credits are given for a variety of purposes: trading. agriculture. and purcha:::.c of

inputs. post-harvest equipment. annual traction. and agro-processing materials to name a

few.

The loan requires either collateral or a group joint liability. The approved loan j:-;

given both in kind (especially such as fertilizers) or in cash. The amount of loan granted
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varies according to guidelines maintained by CREPs, Nevertheless, the usual amount

loans gnulled, ranged between IO,OOOF CFA and 150,OOOF C F A

Table 17 revealed that 73 members. representing 94.8% of the interviewed

respondents, declared receiving credit whereas 5.2% did not. A very important issue that

banks in general consider before granting the credit to any individual group or

organisation is how and when they can get the credit back,

Repayment conditions are detennined with reference to the borrower's capacity to

repay. The agricultural credit business. a loan project is Donnall)' considered viable if the

loan can be repaid out of the income generated by the undertaking or project. It was noted

that 46 members, representing 59.7% had serious difficulties in paying back their loan.

This situation was noted in the sorghum and millet cultivation areas contrary to the rice

cultivation zones.
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Table 17: Members Receiving Credit and Repayment

Received Frequency Percent Cumul. Repayment Frequency Percent Cumul.

credit Percent Percent

Yes 73 94.8 94.8 Yes 31 40.3 40.3

No 4 5.2 5.2 No 46 59.7 987

Total 77 100.0 100.0 Total 77 1000 100.0

Source: field data, 2003

4.5.3 Opinion of CREP members on tbe loan given

When asked whether credits received were good or not 37.7% indicated the loan

given was rather low. while 46.8% perceived the amount given was good.

Table 18: Opinion of CREP members on the loan given

FrequenC)' ,Percent I Cumul. percent

I

No response 3 3.9 3.9

Very low 3 3.9 78

Low "6 338 41.6

Good 36 468 88.3

Average 8

1

104 98.7

Very good 1 11.3 1000

Total 77 11000 i ,

i ! I

Source: F.eld data. 2003
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4.5.4 Level of production

Table 19 shows that the level of production for 52 respondents representing

67.5% of farmers who cultivated rice, sorghum and millet obtained yields from between

o to 1000kg before CREP as against only 56% of farmers who obtain this yield after

CREP. This result indicated that CREP credit had increased production level of the

farmers. This is because before CREP no farmer was recording yield beyond 4000kglha,

but after CREP some farmers 10.4% recorded yield between 4000 to 5000kglha. Also.

the mean income of farmers after CREP exceeded their mean income before CREP.

Mean income value before was 37,110F CFA and the mean income value after CREP

was 72,695F CFA. However, it is necessary to note that, the effect of credit is more

viable in the rice cultivation areas where fanners increased their production than other

areas such as the cultivation of sorghum growing areas.
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Table: 19 Level of CREP Member, production

Yield (kg Iba) Before CREP

Frequency Percent FrequeoC'"j Percent

0- 1000 52 67.5 46 56.7

1000.5 - 1500.0 6 7.8 12 15.6

1500.5 - 2000.0 -

2000.5 - 2500.0 9 11.7 -

2500.5 - 3000.0 8 lOA 2 2.6

3000.5 - 3500.0 2 lOA 6 7.8

3500.5 - 4000.0 - 2.6 3 3.9

4000 -4500 - 7 9.1

4500 - 5000 - 1 1.3

TOTAL 77 100.0 77 100.0

Source: FIeld data 2003

. Mean yield before CREP

Mean yield after CREP

~ 945kglha Isd ~ 92)

~ 1967kglha Isd ~ 97)

4.5.5 Level of income

Results in table 20 show that before CREP, 43.2% of the respondents had income

levels from 0 to 25,000 Franc CFA against only 5.2% after CREP's intervention. Also.

the results indicated that the income levels of 13% of the farmers after CREP fell

between 150,000 and 175,000F CFA while 3.9% of the farmer recorded income level
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from 175000F CFA to 200,OOOF CFA These results were confirmed in the table 15

where 90.9% of fanners indicated that their financial situation was good after CREP.

Table 20: Level of CREP's members ineome

Before CREP AfterCREP
Income

Frequency Percent Frequency Percent

0- 25000f.cfa 33 43.2 4 5.2

25000.5 - 50,000.0 20 26.0 27 35.1

50,000.5 - 75,000.0 3 3.9 9 11.6

75,000.5 - 100,000.0 10 13.0 12 15.6

100,000,5 - 125,000.0 6 7.4 5 6.5

125,000.5 - 150,000.0 5 6.5 7 91

150,000.5 - 175,000.5 - - 10 13.0

175,000.5 - 200,000.0 - - 3 3.9

Total 77 100.0 77 100.0

Source: Field data, 2003.

MeanincomebeforeCREP =37,110FCFA(sd= 120)

Mean income after CREP ~ n,695F CFA (sd = 140)

I
\, ,
i .
i,'~_

4.5.6 Living standard offarmers (Health, Nutrition, education)

An important means for improving the development needs of rural people is the

use of rural credit. This credit when available helps one to stabilize consumption and

engage self-employment through private investment (Mellor, 1968), As seen in table 21

most farniers were able to afford lbe welfare items like education, nutrition, and health
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needs more promptly than before CREP. After participating in the CREP, most farmers

experience improved levels of welfare and could afford the welfare items better than

before CREP. This possible explanation suggests that access to credit can living standard

of fanners either directly or indirectly. There is however no further testing this work to

establish a significant difference between welfare levels of farmers before and after

CREP involvement.

Table 21: Farmer's perception on their social conditions standards

Frequency Percentage Cumulative

Percent

Ability To Take Care

Of The Health

- Yes 67 87.0 870

- No 10 13.0 100.0

Ability To Afford
Better Feed
- Yes 90.9 90.9 90.9

-No 9.1 9.1 1000

Ability to Afford
Children school Fees
Better
-Yes 73 94.8 94.8
- No

4 5.2 100.0

Source: field data. 2003

4.6 Extent to which the CREP Programmes have affected the poor

There is a clear recognition that agricultural production in most countries of

Africa including the republic of Mali, is primarily in the hands of small-scale farmers.
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One of the objectives of this research was to determine whether any significant

difference exists between males and females on their peroeived level of savings, level of

access to credit, level of production, financial level and so.cio-economic standing. The t-

test comparison of gender perception regarding the variables is given in Table 22.
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Table 22: t~test comparison of gender perception in relation to the level of

saving, level of access to credit, level of present output compared to the past, socio~

economic standing (education, health, Nutrition, clothing)

VARIABLE N X SD t P

Level of savings

• Male 58 2.98 1 45 3.60 0.000*·

• Female 19 2.11 1.28

Level of savings services

• male 58 3.87 0.31 1.49 0.138

• female 19 3.79 0.35

Level of access to credit

• male 58 3.62 1.33 -2.35 0.020*

• female 19 4.13 1 12

Level of present output compare to

past one

• male 58 3.11 1.75 -1.82 0070

• female 19 361 123

Level of present financial situation

compare to the past onc.

• male 58 310 1.74 -2.17 0.030'

• female 19 3.86 1.34

Level of social condition standards

• male 58 2.96 1.75 -1.52 0.131

• female 19 3.37 1.36

Source. Survey Data 2003

Note scale I ~ very poor

5 ~very good

2 ~ poor 3 = average 4 = good

I
··Significant at 0.01 alpha level, • Significant at 0.05 alpha leveL
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The results in table 22 showed that there was a statistically insignificant

difference between males and females on the perceived l~vcl of savings services provided

by the CREP. The p-value of 0.138 obtained is greater than the specified alpha level 0.05.

Therefore. the null hypothesis (Ho) is accepted. Both men and women perceived the

deposit services provided to be good with a mean value of 3.87; SO = 0.31. and 3.79. SO

= 0.35 respectively. The policies and mechanisms were therefore found to be satisfactory

although there could be further room for improvement so that these policies could be

branded excellent.

Likewise, there was no significant difference between males and females on their

perceived level of their present outputs compared to the past output since the credit. The

respondents thus found it to be good with a mean value of 3.61; SO ~ 1.23 . and 3.1 I; SO

= 1.75 respectively.

There was no significant difference between males and females pertaining to their

level of social standards. The p-value of 0.13 was greater than the 0.05 alpha level. This

calls for the acceptance of the null hypothesis. Both men (with mean value 2.96) and

women (with mean value of 3.37) perceived their level of social standards to be good.

However, there was a statistically significant difference between males and

females on their perceived level of deposit mobilization. The p-value gave 0.000, which

is less than the specified alpha level 0.05. This implies that the null hypothesis (II,,)

which states, "there is no significant difference between males and females on the

perceived level of deposit mobilization" must be rejected in favor of the alternative

hypothesis (H,), Men with mean value of 2.98, SO ~ 1.45 perceived their level of deposit

mobilization to be somewhat average, whilst women perceived it to be poor with mean
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value of 2.11, SD ~ 1.28. This result may suggest that women are weaker when we come

to deposit mobilization. Therefore something should be done to address this situation.

Similarly, with respect to the level of access to credit, the p~value of 0.020

obtained is less than 0.05 alpha level. This indicates that the null hypothesis Ho must be

rejected in favor of the alternative hypothesis (H d that ·'there was a statistically

significant difference between males and females on their perceived level of access to

credit services. Women believed that their access to credit services seems to be good

(mean ~ 4.13; SD ~ 1.12). whilst men perceived it to be good (mean ~ 3.62; SD ~ 1.33).

This observation could illustrate that even though the number of women in the eREP is

far less than that of the men (see Table 2), the CREPs administration pays more attention

to women in terms of credit delivery. This finding confirms what Sharon, Holt and Rlbe

(1991) observed in financial institutions set up for the poor. The authors stressed that

informal finance based. for example On savings and credit associations models. may be

particularly desirable as they incorporate savings and credits which seem to be effective

in addressing the financial neec.s of women. Galiba and Gleouenou (1996) came out with

the same conclusion by pointing out that informal financial institutions can be used to

reach low-income clients which include most women. Contrarily to what 15 obtain in this

work. Nweze (1990) observed that rural women have been largely excluded from

institutional or [annal sources of agricultural credit in ~igeria. Thomas, (1996) obsen,(oJ

also that women were discriminated against using a case study of the Kakum Rural Banks

in Ghana.

By and large. results obtained from the eREP with respect to women's perception

of their level of access to credit may suggest that the policy developed towards them must
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be continued. However, emphasis on increasing the number of female beneficiaries

should also be viewed as a great priority.

Pertaining to the level of present financial situation compared to that before

CREP's involvement, the p-value of 0.030 obtained is less than 0.05 alpha levels. This

implies iliat the null hypothesis tHo) must be rejected in favour of the alternative

hypothesis (HI) that "there is a statistically significant difference between males and

females on their perceived level of their present financial situation compared to that

before CREP's involvement". Women perceived their present financial situation to be

good (mean value of 3.86; SD ~ 1.34), whilst men found it to be average with a (mean

value of3.10; SD ~ 1.74).

It was expected that both males and females found their present output to be good

but the differences observed may be attributed to the fact that women are heavily

involved in the trading business and therefore, they are able to influence the market price

and make more profit.

4.7 Relationship among the variables of the study

The Pearson correlation coefficient was used to described the strengthen direction

of the linear relationship between different variables.
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r.,' Table 23: Peanon's correlation eo~effieient between independent variables and

impa" of credit.

A B C D F G H I J K

Variables

A 1.00

B .219" 1.00

C .456" -.030 1.00

D .250" -.117 388" 1.00

F -.072 .034 .076 .065 1.00

G -.052 -.012 -.084 .123 -.126 1.00

H .005 .015 .084 .176· -.043 A03" 1.00

I ·.183 .. .027 .114 .148 .830" -.072 -.02'·· 1.00

J -.195· .083 .114 .111 .746.... -.054 -.073 .919" 1.00

K -.18S- .077 0.132 .187· .612** .338** .268·· .768" 788.... 1.00

Source: Survey Data 2003

N

• P < 0.05

.. P < 0.0

A

B

C

D

F

G

H =

=

J =

K =

77

Age of farmers

Level of education

Family size

Land size

Level of production

Level of Income

Level of Saving Mobilization

Credit Services

Level of Social Condition Standards

Impact of Rural Credit
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4.7.1 RelatioDship of farmers' age with otber variables

The results indicated that age had a negative correlation with credit services (r == -

0.183), level of social condition standards (r ~ 0.195), and impact of the CREP Ir ~-

0.188). These negative relationships may suggest that old farmers were perceived as

those who constitute a high risk of credit. This could impede their access to credit. As a

result, their socia-economic standards may be low.

Indeed, the adoption of improved fanning techniques entails additional and more

intensive fanning activities, which the older generation may not be able to provide. They

may need little credit that may consequently lead to little output. While younger farmers

have the physical strength for work and more dynamism. they may want to plan tor larger

hectares and output. Therefore they would use more input and more credit which rna)

lead to higher income, high savings and high reinvestment. Consequently, CREP would

tend to pay more attention to young people than the old ones. This finding supports the

results of Edoye (1980) who found that the ages of fanners had a negative relationship

with the amount of credit used. It was also observed that age had a significant and

positive correlation with family size (r ~ 0.456) and land size (r ~ 0.250). This may be an

indication that aged farmers tend to have a large family with more people who can work

on the fann. Thus, increase in family size would lead them to look for more land in order

to provide more food. There was a significant and positive relationship between ag\' and

educational level (r ~ 0.219).
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4.7.2 Relationsbip of land size witb otber variables

Land size was positively related to deposit mobili""tion and services (r ~ 0.176)

and effectiveness (r ~ 0.187). This positive relationship w9uld demonstrate that farmers

have the opinion that people with large areas of land, would produce more, increase their

income and thereby enhance their capacity for savings. In consequence, the latter deposits

in the CREP will be available and given as credit to the clientele: and in the long run the

impact ofCREP will be strengthened.

However, it is worthwhile to point out that, even though the expansion ofland is a

possible way of raising production, today it has been observed that this system becomes

difficult with regard to the growth of population and its pressure on land. As resources

become gradually scarce, securing food supply in the next decades is going to depend

crucially on the yield per unit. Therefore, farmers should be alerted and educated on the

important issue. Agricultural extension services would have a greater role to play for

achieving this notable goal of intensification.

4.7.3 Relationship between level of production and other variables

Level of production was strongly and positively associated with the level of social

condition, which include nutrition (r ~ 0.746*). Farmers felt that the higher the

satisfaction given to them in tenns of improvement of food security which is manifeskd

in high production levels, the more likely the level of nutrition will be good.

The level of production was also strongly and positively correlated with the level

of credit services (r ~ 0.830), level of impact of CREP (r ~ 0.612). The very high

relationships would demonstrate that farmers have the opinion that the more the amount
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of credit given, the better the credit would be utilised and the greater the output achieved.

As a result, the social condition standards would be improved and CREPs' impact

sustained. This perception of fanners continued what has b!=en observed in the field.

4.7.4 Relationship between level of savings mobilization and services with other

variables

There was a positive correlation between savings mobilization and services and

impact of rural credit (r ~ 0.268). It could be deduced that any sound action that would be

taken to ensure savings mobilization and services would result in improvement of

CREP's impact.

4.7.5 Relationship between credit services with other variables

Credit services were very strongly and positively related to the level of social

condition standards (r = 0.919) and impact of the CREP (r ~ 0.768). This could suggest

that farmers have the opinion that by giving them more credit their social condition

standards could be improved. Consequently. the impact of the CREP would be enhanced.

The perception of farmers is meaningfuL Farmers think that credit transaction has two

characteristics with the first relating to loan quantity, and the second to loan quality.

Indeed, a sufficient and a proper use of credit would ensure greater output, increasr

income, which in return would allow the borrower not only to pay back in time, but also

to ask for more credit for extending his investment opportunity. As a result, he would

improve his welfare and living conditions.
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4.7.6 Relationship between level of social condition with other variablcs

Level of social condition standards wa.., very high and positively associated with

impact of rural credit (r ~ 0.788). Farmers had the opinion that by increasing the socio-

economic impact of credit, namely output. income and living conditions there would be a

resultant high improvement of the impact of the CREP and vice-versa. It seems obvious

that this indispensable change can not be brought about without imparting to farmers a

good deal of agricultural extension. SasakawaGlobal-2000, in collaboration with the

Ministry of Agriculture would have a key role to play. Their objectives are to assist

small-scale farmers in achieving higher food productivity through the adoption of

science-based technology hence, improving their living conditions.

5.2 Best predictors of the dependent variables

For best predictors of the perceived CREP impact of rural credit table 24 shows

the result of the best predictors when fOUf independent variables were regressed with

level ofCREP impact.

From Table 24, the adjusted R2 values indicate that 62% of the variance in the

level of CREP perceived impact could be explained by the level of social condition of

fanners. Respectively, 19%,3% and 2% of the variance in the perceived impact ofCREP

are explained by the level of production and the level of savings mobilization and the

level of credit and service. In general, level of social condition and level of production

were the best and significant predictors of the perceived CREP impact on the cereal

fanners in the two districts. The result is consistent with the observation of Yaron and

Piprek (1989) who among others pointed out that "there is no single formula for
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developing a successful Rural Financial Institution (RFl); factor.; such as an RFls' target

clientele and the prevailing socio-economic conditions will detennine the most suitable

operational approach".

Table 24: Stepwise multiply regression of variables that predict farmen' perceived

impact of CREP

Variable Step Beta R2 Adjusted R square SE F Sig.

of R square change change

entry

Constant 2.018

Level of social

condition
1 0.788 0.620 0.618 0.620 0.4594 271.950 0.000

standards (LSC)

Level of

production (LP) 2 0.432 0.802 0.802 0.196 0.3307 155.344 0.000

Level of

savings

mobilization 3 0.193 0.833 0.833 0.032 0.3034 31.998 0000

(LSM) and

services

Level of credit
and services

4 0.131 0.852 0.848 0.016 0.2895 17.172IILCS) 0.000
-

The regression equation for estimating the level of perceived impact is:

[= 2.018 + 0.788 (LSC) + 0.432 (LP) + 0.193 (LSM) + O.13I(LCS)

Where 2.018 represents the regression constant estimate,

when LSC = LP = LSM = LCS = 0
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

5.1 Introduction

This chapter presents a summary of the background information, objectives,

methodologies and the major findings of the study. It also delves into the conclusions

drawn and the recommendations made to improve the effectiveness and the perceived

impact of the CREP. The last part deals with the areas recommended for further

research.

5.2 Background Information

Lack of capital, especially among small-scale farmers has been one of the factors,

which impede the acceptance of certain innovations in Mali. Consequently, agricultural

production has declined over the past year. The situation was mainly attributed to

inadequate establishment of credit services. Where these services existed. poor fanners

were marginalized. This worrying situation has led government and certain NGGs,

including SG2000, to promote alternative rural institutions. It is based on the co-

operative approach initiated and managed by and for farmers themselves. SG2000. in

collaboration with the Ministry of Agriculture, established fanners' rural savings and

Loan Banks (usually called CREPs) in 1997. Their purpose was to encourage savings

and provide credit for those who are in need. After six years of implementation. many

studies have been carried out to evaluate the CREPs' performance in tenns of

benefit/cost.
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Nevertheless, little has been done to find out the perceived impact of the credit

given on the farmers; therefore, the objectives of the study were to:

I. describe farmers' demographic characteristics in tenns of: Sex. Age,

Education, Land size, Family size. Occupation. Crop size.

2. establish the level of production of the beneficiaries ofloans.

3. examine the level of income of the beneficiaries ofloans

4. detennine the perfonnances of the CREPs as perceived by beneficiaries in tenns of

loan given loan recovery, level of saving of members.

~
!! 5. determine the nature and strength of relationship among variables of the study.
I

6. determine the social impact of rural credit and savings on the living standard of

farmers in tenns of: education. health, nutrition,

5.3 The Research Hypotheses

clothing, and employ situation.

,
~
1
i

I
I

5.4

The hypotheses formulated and tested were on whether rural credit has an

impact on the income and output of the beneficiaries. Also tested were hypotheses

on whether rural credit has had an impact on the level of savings mobilization and

loan of the beneficiaries, and whether cereal fanners with access to rural credit were

better off in tenos of welfare than before eREP.

The Study Area

The study was conducted in the Central Region of Mali. The Region covers an

area of 3,800square kilometres and divided into eight districts for administrative

purposes. The population of the Region is about 800,000 inhabitants (census. 1980). The
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main ethnic group is the Bambara. There is however other settler :ethnic groups like

Foulani, Mossi, Marka The population of the RegIOn are mostly illiterate and the

majority earn their livelihood from agriculture.

5.5 Methodology and Data Analysis

The study was conducted in two districts of Koulikoro region of Mali. Two CREPs

were selected: Niamabougou and Soundougouba. A descriptive-correlation survey

research design was used for the study. Stratified random sampling was used to

select farmers. Data were collected from fifty-eight male and twenty-nine female

farmers out of 385 CREPs members, using interview schedules.

Descriptive statistics, t-test correlations and multiple regressions were

used for data analysis. Differences were tested at an Alpha level of 0.05. Chi-square

tests were carried out to find out whether the differences between before CREP

output/income and after eREP output/income were statistically significant.

5.6 Summary ofthe Findings

i. Gender and Age

The CREP recipients were made up of75.3 percent males and 24.7 percent females.

The age of members interviewed ranged between 21 and 70 years. The proportion

of young members representing 31.2 percent within the ages of 21 and 40 years. Few

members (10.4 percent) were between 61 and 70 years old. This indicates that the

members aged between 21 and 50 years old represent an asset for agricultural production

in the two areas. All the members were married.
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ii. Educatioual Backgrouud

The majority of farmers inteJviewed were illiterate. 1bey represented 53.2 percent

of members sampled. Those who had completed primary and junior secondary schools

represented 9.1 percent and 7.8 percent res~ctively_ However. 28.6 percent of the

respondents attended adult education classes. This demonstrated that illiteracy IS

predominant in the rural areas.

iii. Family aud laod size

The average family size of the respondents interviewed was 7. and 86 percent of the

selected population interviewed had a family ranging from between 5 and 10. The

average land size cultivated ranged from O.5ha to 20ha depending on which area and crop

was being cultivated. In the rice cultivation area the land size ranged from O.Sha to 5ha

as against G.Sha to 20ha in the sorghwn and millet cultivation area. The study also shows

29.9 percent of the respondent cultivated nol more than 1ha. \1os1 of the farmers in this

group were women. This mean that women who cultiyated small land size could De

limited in savings mobilisation and therefore also ha\e limited access 10 credit.

iv. The In'el of Production

The results showed that 15.6 percent of the respondents had impro\·ed their producti. 1

after CREP from IOOOkg to 1500kg against 7.8 percent before CREP. Also lOA percent

of the fanners had increased their production from ..hons to 5tons.

The difference between the two periods is statistically significant. The difference

in production is small in the sorghum and millet culti\-ation area.. bUI significant in the
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rice cultivation area. One reason that can be deduced for this is that ".lral credit was too

small to affect any considerable increase in production. Another reason is that only a few

of the CREP members had other sources of income to support their efforts and even if

they had, these sources were not better than the CREP credit in terms of size.

v. The Level oflncome

The results showed that before CREP, 43 percent of the respondents had income levels

from 0 to 25000F CFA as against 5 percent after CREPs involvement. Also the results

indicated that the income levels increased after CREP from 150,000 to l75,000F CFA

and from l75,000F CFA to 200,000F CFA. These results were confirmed in table 21

where 91 percent of farmers indicated that their level of income was good after CREP.

This positive impact in incomes increased (SO ~ .4394 Mean ~ 1.064) and manifested

itself in the development of the other [Dons of cultivation and of the introduction of

obatampa quality maize.

5.7 Performance of the CREP as perceived by the beneficiaries in terms of loans

given, loan recovery, level of saving, frequency of saving, Level of Savings

Mobilization

The results showed that more than half of the respondents (82 percent) perceived

the level of their savings to be between low to average (Mean value ~ 2.18; SO ~ .89).

The results also show that 94.8 percent of farmers estimated the interest rate for savings

account from between low and average. 87.0 percent of the members with a mean value

of 4.09 SO = .99, were satisfied with the condition of security granted to their savings.
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For a good management 94.8 percent opined that it was good as against 1.3 percent of

fanners who thought otherwise.

It is important to remark that the majority of the CREPs' members preferred to

save using current accounts. This practice could cause some problems of availability of

funds. since savings constitute the main source of capital for credit.

Level of Loan Recovery

The results indicated that the level of loan recovery was good evcolhaugh the

level of loan given was perceived to be low.

Frequency of Saving

The results show that 61 members of CREPs' representing 79.2% have yearly

savings. This low frequency of saving is the cause of the weakness of the level of saving.

Level of Loan given

When asked whether the loans received were adequate. 26 respondents

representing 33.8% indicated that the loan given was low while 46.6 percent estimated it

to be good.

5.8 Performance of the CREP as perceived by the beneficiary in terms of access to

credit, level of interest rate, level of satisfaction of collateral requested

Generally, members perceived their level of access to credit to be good in tenns

of proportion, 85.7 percent of members found access to credit good as against 7.8.% who

found it to be weak.
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Members also expressed their satisfaction as moderate fm' the interest rate

charged with a mean value of 3.2l.With regard to the collateral or group joint liability

asked by the CREP. 81.8% of the members were satisfied as against 9.1% who were not.

With respect to training, 74.8 of borrowers had received training. Most of them. 94.8

percent. found it to be useful and relevant to their output.

5.9 The perceived impact of rural credit on the living standard of farmers in terms
of; education, health, nutrition and clothing

The fanners were able to afford the welfare items - education, nutrition, health.

clothing more promptly than before CREP. Eighty-seven percent of the farmers were able

to take care of the health problems as against 13.0 percent. Also more than 90.9 percent

of the respondents were able to feed and to pay school fees of their children better after

CREP than before.

Concerning their social status 96 percent of the respondents believed that there

was improvement as against 4% who thought it remained the same. The social impact of

the CREP is also seen in the direct participation of efforts at community development.

About 78 percent as against 21 percent of the respondents were of the opinion that the

CREP had made a direct contribution towards community development.

Pertaining to the impact. the results (of gender perception of level of saving, level

of access to credit, level of present output compared to past one and level of social living

condition standard) show that all the variables were statistically significant. There was a

different perception of meaning between males and females.

There was a statistically significant difference between males and females

pertaining to the level of savings mobilization. Men perceived their level of mobilization
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to be average, whilst women found it to be poor. There was also the significant difference

between males and females with respect to tht: level of access to credit services. The

same significant difference was perceived in the level of production as a result of land

tcnure system, which is unfavourable to women and also due to credit given. Some

women in both CREPs perceived their access to credit services to be quite good.

There was a significant difference with regard to the level of the present output

and financial situation, compared to the situation before CREPs involvement.

5.10 Relationship among the variables of the study

Pearson correlation co-efficient was used to describe the strength and direction of

the linear relationship between different variables.

The results indicated that, age had negative correlation with level of education

(r=-.315) and with production (r ~ -.015). This negative correlations may suggest that

older people may tend to be less educated and therefore less innovative with respect to

adoption of new technologies and consequently less productive.

There was positive correlation between level of saving and level of education (r =

.331 **). Thus farmers with higher levels of education tended to save more.

It was observed that a significant positive relationship existed between age and

family size and credit given and land size (r = .475**). This positive relationship woul l

demonstrate that farmers have the opinion that people with large area of land \\ill!

produce more.
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S.1l CONCLUSIONS

From the results afthe study. some ddinite conclusions could be drawn.

1. The productive age of CREPs' members was between 21 to 50 years.

2. The study has shown that many people in the target groups for the CREP (especially

women) have been marginalized.

3. The large majority of the CREPs' members were illiterate. They represented 81.8

percent of members sampled.

4, The average family size of the members was 7.0, and 85.7 percent of the members

had a family size ranging fiom 5 to 10.

5. The average land size cultivated ranged from G.Sha to 20ha.

6. The majority of members were engaged in Agricultural production (57.7 percent)

7. Among the population sampled, 49.4 percent had in the past a habit to save money. A

large proportion among them used to save in the informal bank (association or

'Sli5U'),

8. Sixty-one members of the CREPs' representing 79.2 percent save their money yearly.

This low frequency of saving is the cause of the weakness of the level of saving

9. The majority of the CREPs' members (94.0 percent) were having access to the credit

even though the level of credit given was low. and 60 percent had serious difficulties

to pay back (sorghum cultivation area)

10. The results indicated that CREP credit had had a good impact on the production and

income of the beneficiaries.

11. The study also showed that, few members of the CREP misapply some of their credit

in conswnption activities. The main reason given for this misapplication of credit was
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I, that it helped them to meet some urgent demands, Thus it appears that credit
"

~
.' misapplication may continue as long as elementary needs remain unsatisfied.

12, An important means for improving the developmental needs of rural people is the use

of credit. The results showed that the fanners' livr.1ihoods improved as they were able

to afford welfare items, such as education. nutrition, health, move promptly than

before CREP,

13. Positive and significant relationship weres observed between the level of CREP

impact and the following variables: land size, level of production, level of income and

service.

14. The best predictors of the level of CREPs impact were social condition standards,

level of income, level of production, credit services and deposit mobilization and

services.

15, The study showed that the different CREPs did not have any contact with other

financial institutions.

Finally, the impact of the CREPs can be seen from two points of view:

1. The impact of the activities of SG 2000.

2. The impact of the activities of CREPs.

11 must be noted that the creation of CREPs was as a result of the activities of SG

2000. The perceived impact of their activities has been largely positive. This positive

impact manifests itself in the development of other forms of cultivation such as rice and

vegetables (onions, cabbages, tomatoes, French beans). It can also be seen in the
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introduction of Obatampa Quality Protein Maize (QPM). Obatampa has provided food

security, especially in areas where rice is mainly grown.

With regard to the percelved impact of the CREPs themselves. the results are

inconclusive. In the rice growing areas. the CREPs have helped empower women.

especially in vegetable cultivation. small scale business, and immunization of children

against diseases. This is in spite of the fact that in these areas, access to credit facilities is

very much limited.

In the dry areas, where sorghum and millet are mostly grown, the impact of the

CREPs cannot be said to be significant, in tenus of increased productivity and in terms of

increased purchasing power. Even then. it must be stated that the presence of the CREPs

has had a positive effect in the organisation and development of the villages concerned.
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5.12 RECOMMENDATIONS

Based on the findings and conclusions of the research, the following

recommendations can be made to help to improve the effectiveness and the impact of the

eREP so as to benefit rural producers.

1. The existing eREP should encourage more membership and participation of

women in the CREP.

2. The eREP must have effective relationship and co-operation with other credit

institutions for improved supervision. This could save the CREPs, which have

become distressed because of management problems.

3. The eREP should mount effective monitoring and training programmes for

members because of the low accessibility of certain groups of people and their

low level of education. This will raise people's awareness concerning eREP

operations and the benefits the people can derive from becoming part of the

CREP.

4. It is recommended that the CREP effectiveness need to be improved and sustained.

Therefore, appropriate measures should be carried out in order to increase savings

mobilisation to increase credit services of the CREPs.

5. The CREP should promote the cereal bank creation which can support the level of

saving mobilisation.

6. For sustainability of the CREP it is necessary to increase the financial asset of the

CREP. This should be done through external resources to complement savings.

7. Improve the long-term institutional capacity of the CREPs by ensuring:
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5.13 Areas for further Research
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8.

• Strong management team capable of communicating the mission of the

CREP and translating its objective into action.

• Motivated and skilled staff with the ability to effectively execute and

continuously refine and improve t~ operational methodology of the

CREPs.

Maintain the infrastructure and equipment of the CREPs. to avoid deterioration

and collapse of the CREPs office.

l. Simi lar study should be conducted in other CREPs in the country in order to

improve or strengthen the existing results.

2. Determine the level of national and international financial and technical

collaboration between CREPs and other institutions.
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lftbe rural Banks are to have the desired impact, then there is the need to research

into the credit lending operations of all the rural banks to know the general

problems so that they could be tackled together.
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