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ABSTRACT

To achieve economic development, there is an increassdl for development of
projects at the individual, firm and national level. Hoewone impediment to project
development is the inadequacy of finance. This thesis fdcoseproject financing
among the people of Yoruba.

The social capital theory was employed as the theatetiamework for the
study. The methodology adopted involved the use of well-steattquestionnaires for
collection of information on factors that influence ficang behaviour among Yoruba
people. A total of 100 questionnaires were administered. Deserigtiatistics such as
percentages and frequency distribution, and cross taindatvere used to analyse the
data on socio-economic characteristics of the rusakéholds. The study also made use
of inferential statistics such as Ordinary Least SqRagression and Probit Regression.

Ordinary Least Square Regression was used to determinectbisfaffecting the
amount of financial capital sought while Probit regressicalysis was used to analyze
the relationship between the choice of financing arrangeméio/Esusu) and
socioeconomic characteristics of the respondents. ré&kelt of the Ordinary Least
Square Regression showed that the amount of finance sdwyghtoruba people,
according to the findings are determined by the membershipeati-aelp group, income,

loan repayment period, loan approval period. The resulteoPtrobit Regression showed

XVi
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that the choice of Yoruba financing arrangement as tbfeped method of financing is
greatly influenced by monthly income, interest rate, mastatus, years of saving,
preferred saving method. The study also discovered that ald@hgthe funds from

Ajo/Esusu, Yoruba preferred the use of their personal savings l@ans from

Cooperative societies.

The study recommended that Yoruba financing methods showdtrdsegthened
through government intervention so as to guide their siesvand improve the amount of
available finance. The Microfinance bank framework shoudd ilmproved while
commercial banks introduce banking packages that favouintmame groups. A positive
correlation was recorded between income and amount afciné = 0.74). Therefore,
government should aim its policies at improving the welf@reitizens through their

wages. Provision of employment opportunities would be a godd sta

Keywords. project , financing.
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CHAPTER ONE

INTRODUCTION

11 PREAMBLE

Every proposed undertaking of man requires a careful cdooemf the
expectations of the activities, the cost involved, how suats would be funded and the
possible benefits that can be derived from such activitiEsiancing is a means of
providing or raising the funds or capital for a particydenject. Financing is the act of
providing funds for business activities, making purchasdavesting. Financing is vital
in any economic system as it allows consumers to purcpesgucts out of their
immediate reach like houses, and businesses to finaigeeitevestment projects. De La
Torre et al (2009) notes that improving access to finan@leimnproving the degree to
which financial services are available to all at a fair pi@aesen (2005) opines that one
of the issues connected to access to finance relates tuéiséon of whether financial
services are available and in what quantity. The secoatkseto cost; that is, at what
price both implicit and explicit are financial servicesidable including opportunity cost.

The third is about the range, type and quality of finarssaVices being offered.

Yoruba is a Nigerian ethnic group that occupies the south-tmgsaet of Nigeria

as well as the southern part of Benin in West Africa. Adiogr to the CIA World
1
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Factbook (2013), the Yoruba make up 21% of the population of igéat is about 35

million people. Though they reside majorly in the south erespart of Nigeria, the

Yorubas can also be found in other part of West Africa:o agpberia and Sierra Leone
(where they have blended in with the Saro and Sierrad_&ynole people). The total
number of Yorubas in diaspora is about 2 million (CIA Wdfhactbook, 2013). Yoruba-
speaking people of South-Western Nigeria occupy Ekiti, La@gsin, Ondo, Osun and
Oyo States of the Federal Republic of Nigeria, as agepparts of Edo, Kogi and Kwara
States. It was the Anglo-French pact of 1889 that ceded ptre &oruba in Nigeria to

the Republic of Benin, where they are known as Anago lanéRepublic of Togo, where
they are called Ana. According to Famuyiwa (2014), there @re ggroups in diaspora,
notably in Sierra Leone where they are known as Aku,uibaGvhere they are known as

Lukumi and in Brazil where they are called Nago.

The Yoruba are a distinctive race with a rich cultuhreghly urbanised
communities, and developed political systems hinged arounlatieed monarchies,
which fascinated the early European colonial masterseaching Nigeria. In terms of
occupation, the Yoruba are largely farmers, tilling thé feoisuch crops as cocoa, palm
products, cassava, maize, assorted vegetables and fui®lhas some rubber and
timber. They are also traders, weavers, craftsmenrandsimelters. Before the discovery

of oil at Oloibiri in 1958, the Yoruba nation had earnedméalth from agriculture and

2
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trade. Today, many of them are industrialists, profesdsp educationists and
academicians. There is hardly any sphere of human emaean which they do not
feature, including religion and the public service. Their imad works of art are

acclaimed worldwide (Famuyiwa, 2014.)

Apart from the various forms of occupation which the Yorubxadertake, they
also engage in various projects such as building of housesing of farmlands,
purchasing of certain domestic equipment. To do this, ukaglly take up various forms
of financing arrangements such as the use of personal sabmgowings from friends,

colleagues, family members and other relatives.

The main objective of this thesis is to examine theohstl methods of
financing, and their increased relevance in contemporaygridn society. The areas of

similarities and departures would be carefully highlightedheg are discovered.

1.2 STATEMENT OF THE PROBLEM

Poverty is still a problem in Nigeria. According to the N@811), poverty rate in
Nigeria is at 71% of the population of Nigeria. Overybkars, the Nigerian government

has introduced several economic recovery programmes siMBEDS, NAPEP, SURE-
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P, and so on, yet the country is still plagued by thenawe. The inadequacy of
investment especially by the SMEs has ensured the sustenéice vicious cycle of
poverty. The theory of the vicious cycle of povertypgwmsed by Ragnar Nurske,
expresses the relationships that afflict both the densmt the supply side of the
problem of capital formation in less developed areaslélgaate financing leads to low
investment which leads to low productivity. Low productivity letm$ow income which

leads to low savings and investment and the cycle continues.

The importance of finance in the transformation of dgualp countries, as
regards project development, is beyond doubt. Accordinglynumber of policy
interventions aimed at ensuring the easy access td tyediral dwellers, farmers and
small-scale industries have been attempted in develomngtres. For example, in
Nigeria, a multiplicity of formal institutional arrangents has been put in place to
ensure such access for farmers and agro-allied and-sta#l industries (Soyibo, 1996).
Access to finance was, and still is, one of the majopemiments to economic
development in Africa. The problem was no more seriouséanperiod before colonial
rule than it is now. Where the fund provided through tlathg Savings and Credit
Associations (ROSCAs) was not sufficient, as was oftencése, the African trader,
craftsman and farmer had to seek additional funds fromerylenders (Adebayo, 1992).

Inadequate access to financing, especially by small and mestiala enterprises and

4
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individuals, is one of the major causes of unemploynam underdevelopment in
Nigeria. The availability of finance in an economy caredatne the level of investment
which has a significant effect on the gross domestic pro@.P.) of a country and
ultimately, the standard of living. Although there are otheans of raising funds such as
borrowings from friends, family and relatives, persmalings etc., they are often times

not sufficient to finance large projects.

Interest rate is another impediment to the soughtfif@nce by individuals.
Theoretically, the higher the interest rate, the fessple would want to borrow and this
has an adverse effect on the level of investment.odem economics, interest is defined
as the rental price of money. But the word has a congohelxless than fully resolved
etymology. The origins of interest are intimatelywsected to the changing meaning of
usury (Persky, 2007.) In an attempt to maximise profit, mofileancial institutions have
devised several forms of charges including interest rdtes. has further alienated
individuals from modern financing techniques. Individuals, gftee, resort to other

forms of financing arrangements.

Formal financial institutions have been inefficient imyding services in many
developing countries due to high transaction costs indgnthat arise due in part to

incomplete information about borrowers. Therefore, infrfimancial arrangements that
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have informational advantages have been observed togemiourish and provide

valuable services (Meyer and Nagarajan, 1996).

This study will seek to provide answers to the following quastio

a) What are the different types of projects undertakernéyriorubas?

b) What are the various forms of financing arrangement takkem to fund

projects by the Yorubas?

c) What factors are taken into consideration in selectindinancing

arrangement?

d) Are these forms of financing arrangements relevant antesmporary

Nigerian society?

e) What are the factors that made these arrangementssstigl and what

lessons can be learnt/ adopted for modern Nigerian lassoperations?
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1.3 OBJECTIVESOF THE STUDY

The main objective of the study is to explore various methodBnahcing project
undertaken by the people of the ancient Yoruba culture and cemta modern financing. The

specific objectives of the project are to:

i. Examine the different types of projects undertaken by the Yorupepe

. Examine the various financing arrangements undertaken by the Yirdipance their

projects and how they compare to the various modern forms.

iii. Underscore the existence, practice and importancleesktfinancing arrangements in our

modern Yoruba societies.

iv. Determine the factor that influences the choice afrfiing among the Yoruba people.

1.4 JUSTIFICATION FOR THE STUDY

Projects whether at the individual, firm, or at théioral level would contribute
to a country’s overall economic growth and development. Though historically, the sphere
of economic activities of the Yorubas is found to batrwously increasing overtime,

this area of their economic history/activities remaimgiably and relatively unexplored.

7
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However, areas of Yoruba knowledge that have been expiordet literature include
cosmology and religion, education and marriages amonyd @ngbas. Sociology of the
Yoruba (Fadipe, 1970), Yoruba life and culture (Lawal, Sadikulomhmu , 2004) and
Yoruba History (Atanda, 1980). Adebayo (1992) examined the pre-ebiostitutional

frameworks for moneylending and loan repayment among the Yoruba

Soyibo (1996); Oladeji and Ogunrinola (2001); Adeyemo and Bamire (2808)
Oloyede (2008) represent some of the recent studiesdkatbbeen done in the area of
informal finance among the Yoruba people. Shittu (2010) atteniptesdsess banking
behaviour among rural households in South - West Nigehidewluyombo (2012)
examined the role of cooperative societies in rural ieawith evidences from Ogun
State, Nigeria. However, most of the literature focusassavings and particular
instruments of financing such as esusu, ajo, mobile bankers@ on. Also, the few
studies that have been done on financing have focused majortye financing of
firms/businesses or firm expansion i.e. how firms sodghtinance (Williams, 2010).
This study aims to extend the studies to the financing gégiso Projects are different
from businesses. Therefore, the reasons/ideas underlygnghoice of financing are

usually different.

This study would help fill gaps in the literature by idegmtify the ways in which

projects are financed among the people of Yoruba and therdathat underlie this
8
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choice. There is no study, known by the researcheratidresses this issue. This project
is undertaken with a view to exploit areas within the iti@tal system that are
inextricably related to the reinforcement of the presesitesy for purposes of economic
development and progress. It is also part of an attermgttemd these studies to recent
years and to explore the various forms of financingngeeents available to individuals
in the Yoruba land and their continued relevance in modmrieties. Studies that help
us understand this would enrich our insight into the Yorubkure, politics and
traditional behaviours. This write up provides an attempt to ucolershe existence and
practice of these forms of financing arrangement in exopbrary Yoruba societies.
Though most of these methods are categorised informalpértinent to know that the
ideas behind their establishment, the gains/ satisfactibpéiogple derive from it and the
reasons why they were widely accepted can be used to chaddarn system of

financing or at least modify it.

The presence of adequate financing methods will spur and indugalurads to
invest. From the Keynesian macroeconomics, we know thiziceease in investment can
increase the national income (GDP) by a multiple of therease. This further
underscores the need for a study to explore the vafilmarscing arrangements available

to individuals.
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1.5 SCOPE OF THE STUDY

The study focuses on the major business/ economic adiam®ng the Yorubas.
This study will include the various methods of financing arrereggs that existed
among the Yorubas. The study is specifically aimed at unda@mngcthe existence and
practice of these financing arrangements in our modermecqarary society. Particular
attention will also be given to Yoruba communities in Ibad&adan is the largest
Yoruba city in the country and its proximity to the researcher’s institute of study is a
significant reason for the choice. Another reasontlies choice is the time constraint

faced by the researcher.

The researcher aims to carry out the study through\aewun Ibadan . Multi
stage purposive sampling technique will be employed in sededtie respondents.
Purposive sampling is a non-probability technique where ths thmat are investigated
are based on the judgement of the researcher. Purposipérgpmill be used to ensure

that the respondents are people with knowledge of the Yaouhae and practices.

10
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16 ORGANISATION OF THE STUDY

This research work contains five chapters. Chapter one ingsdbe study and
the issues around the study. It also deals with thenstateof problem, objectives of

study, scope of the study and justification of the study.

Chapter two contains the background of the study.

Chapter three contains the review of related literatied theoretical
framework. Reviewed areas of interest will include mainly eicydirstudies on The
Yoruba people, their various business activities, and theugafinancing arrangements

they undertake.

Chapter four deals with the presentation and analysiseofitita collected for
empirical analysis. Thereafter, the economic imgitices and relevance of the Yoruba

financing arrangements for the contemporary society waldidtussed.

Chapter five deals with summary of the findings and paotcp mmendations will

be made on the result gotten in chapter four.

11
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CHAPTER TWO

BACKGROUND OF THE STUDY

21 INTRODUCTION.

Chapter two discusses the background of the study. Sec@otalRs on the
history of the Yoruba people. Section 2.3 explores tl@guolitical organisation of the
Yoruba while Section 2.4 looks at the economic activitiehefgovernment. Section 2.5
discusses the various forms of financing among Yoruba peehile Section 2.6
examines the various modern financing methods. Section arimas financing among
the Yoruba people from 1957 -1976. Section 2.8 examines the distrdss Nigerian

banking system.

22 HISTORY OF THE YORUBA PEOPLE

The chief characteristic of the history of the Yorubape is that it is oral and recitative
(Biobaku, 1956). Much of the documented history of the Yoruaedest under the Oyo
Empire. There are two versions of the historical aot®f the origin of the Yoruba; the

mythological version and the migratory version.

12
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221 MYTHOLOGICAL VERSION

In mythology, it is believed thaOlodumare, the Creator God equivalent in
Yoruba linguistics, created the whole world by sending his Saluduwa as the
progenitor of the whole human race at lle Ife as thetpoinorigin. In their paper
“Yorubaland up to 1800”, Akinjogbin & Ayandele (1980) give a full picture of what the
mythological version is all about. According to the legahdye was a period when the
world was covered by water. God then resolved to send sormis afessengers to the
world and they included Obatala [as the head] and sixteeri@y@ortals]. They were
given fives pieces of iron, a lump of earth tied to atevpiece of cloth, and a cockerel.
On their way to the world, the leader, Obatala, got drurtk walm wine. Oduduwa
seized the paraphernalia of authority from him and evdwntieal the delegation to the
world. The site on which they landed is traditionally knoasOke Oramfe in lle-Ife.
From this episode the town probably took its name lle-Hie {&nd of spreading). On
arrival at the site, Oduduwa set down the five piecesoofand placed the lump of earth
on them. The cockerel then spread its toes on the Ifrearth and scattered them all
over the surface of the earth. Consequently, the eeathformed and Oduduwa thus
became the ruler. It was from this base (Ife) thatekiended his authorities to other

Yoruba towns and villages.

13
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2.2.2. MIGRATORY VERSION

In the migratory school of thought, it is believed that Yleeubas migrated to lle-
Ife. However, there is no consensus as to where theyatedyfrom. Some believe that
the Yorubas migrated from the North-Eastern part of Af(iEgypt) to lle-Ife, while
others believed they did from Saudi Arabia. In his hddistory of the Yoruba (1950),
Johnson traces the origin of the Yoruba to the “East”. According to him, the Yoruba
originally came from the North-Eastern area of Afridahnson (1950) believes the
similarities between the cultures of the Yoruba and thgp&ans in terms of religious
observances, works of arts, burial and other traditioradtjpes are enough evidence. It
is from Egypt, after several years of journey that Yoruba finally settled in lle-Ife in
Nigeria. Oduduwa is believed to be the first leader that hedYtoruba to lle-Ife and
subsequently sent his sons and grandsons to found other YorgHarki According to
the other facet of this version, Oduduwa, a legendary evamigrated with others as the
leader to the location of lle Ife from the far eaétApvabia (Johnson, 2001: 15). This
migration probably started at some time between AD 700 and 1000 dédayi
1965:118). They were not Arabians but descendants of Cush etthledsthere. They
were forced out of Arab towns for refusing to give up theligious faith, their deep
mysticism, paganism and idol worship after Islam was introducéubte places by the
Prophet Mohammed in 600 AD (Johnson, 2001).

14
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23 THE SOCIO-POLITICAL ORGANIZATION OF THE YORUBAS

Oyo is best known as the major kingdom that eventuallygsdeas an empire in
Yorubaland. Various traditions believe that Oyo was founde@taynmiyan, the son of
Oduduwa, who is also credited with establishing the presentnhBeonarchy. Oyo
Empire was founded in the middle of the fifteen centurycokding to Ngamen Kouassi

(2008), the Yoruba political administration was divided inte¢horgans.

231 THE ALAAFIN ADMINISTRATION

Oyo Empire was very unigue and exceptional in its sysiégovernment. For
instance, in the sixteenth century, Oyo was one of #he empires that had in-built
checks and balances, and, this contributed to its statatitgenturies. The Alaafin was
the head of the empire, and was resident in the caphal. Alaafin was assisted in his
administration by a retinue of officials made up ofepts, officials and eunuchs.
Theoretically, the Alaafin was the fountain of authoritgd avas therefore regarded as the
“companion of the gods”. Though he had an autocratic tendency, his powers were limited
and regulated by the Oyomesi. Oyomesi is a council eérsanembers headed by

Bashorun who acted as the prime minister. At the denifisikecAlaafin, they were the
15
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ones to select his successor. The Oyomesi also leagatver to remove any Alaafin
especially when he appeared dictatorial or transgressddwheof the land. Usually, the

deposed Alaafin was expected to commit suicide.

2.3.2 THE OGBONI CULT ADMINISTRATION

Apart from the Alaafin cabinet, members of the Oyomebianstituted another
arm of government. It was a very powerful cult. It was posed of free and prominent
members of the society as well as members of the Oyoiffess Ogboni cult had a very
vital position in Yoruba society. It played a mediatory rimleany conflict between the

Oyomesi and the Alaafin. It was a kind of counter power t@y@mesi as well.

233 THEARMY

The Army was another arm of government in traditionafuéa society. It was
very organized. Its head was conferred with the covetleddit Are-Ona-Kankanfo. It
was made up of infantry and calvary. The Are- Ona-Kankanfo expgcted to live

outside the capital. The Army was credited with perfagnimportant functions which

16
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included stability of the empire, expansion, as well as keedissident territories in

check.

Oyo Empire also had provincial governments. They were Hheadafter the central
government. They were administered by princes, minor kingsbaales [provincial
governors]. All of them were subject to the over- lordstiighe Alaafin. Though the
provincial governments enjoyed considerable autonomy, theilaafl personal agents
all over the provinces. The Alaafin used the Bere annuavdé¢periods to acknowledge

the renewal of allegiance of the provincial governotsito

2.4 THE ECONOMY/ ECONOMIC ACTIVITIES OF THE YORUBAS

Another element within the Yoruba cultural milieu is the remuoy. Before the
Portuguese came to Benin Kingdom in the mid-16th century, anecpudrgt visits of
other Europeans to the West African coast; the econnifpiuba land revolved around:
slave trade, farming (agrarian) on perennial crops, astisate-by-barter on farm crops

and produce, and services in the open markets operated mpstymen.

Agriculture was the main stay of all Yoruba towns or kingdoms’ economy. First,
it provided food needs for the people; and, second, salesmduce provided revenue

for the oldQyo Empire. At an early stage, the Yoruba invented metal teotd) as hoe,
17
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cutlass, which helped in the production and harvesting af faoduce; besides, items
like machetes and guns were manufactured by blacksmiths &rlocters and soldiers.
Subsistence farming was the prevailing practice, family landsivased among members
of paternal homes, and where land was not enough orvadalae, people hired land
on Land-Tenure-System. Tributessdkole/ Owo-Onik) were paid annually to land-
owners, either for land renewal or for extended useidgs farming, Yoruba people

practiced other craft-based trades. Some of them scassied below.

2.4.1 Blacksmithing (Alagbede)

The blacksmiths were majorly involved in crafting metals ohdanestic, farm and
war tools. Now, the trade is relatively extinct, as modéeelsand wrought companies
have taken over the production of metal related matefiiks. tools from ancient
blacksmiths included, but not limited to: Ha@kp), Cutlass (Ada), Machetes (Ohun-
ija), Guns (llon) Trap (Takute) BraceleEgbaerun), Brooch/Ornament (Ohusso ara)
Hairpin (lkoti-irun), Hook (Ilwp) for fishing Chain Ewon) Sword (Ida) Shield (Asa,
Apata), Abo for safety , Lancet (Ap, Helmet (Aibori, Ihampra, Akete-Agboorun) , Pin

(Abere-Alugbe).

18
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2.4.2 Leather-Work (Oni-Sgna)

They used skins of animals killed after tanned (after sun-dngnged the hides
into leather with local chemicals. Leathers in timest peere the major raw-materials to
make items like sandal (salubata), bagofapheath (apd). Again this trade is dying,
because of synthetic technology; no thanks to petrodicda¢ and bio-
technology/chemical sciences which are constantly revdgf our world through the

artificial production of silk, drug, plastics, fibre.

2.4.3 Bead making

Bead makers string beads of different sizes and color tgbyhthread, separate
them into five or ten by bigger beads. Beads are madepairls, and (lyun/babalke,
Scgiliya ileke, and Qpokun/lyalode) are worn by royalty (kings and their household

members, title holders, Ifa priests) and women duringvidstand ceremonies.

2.4.4 Wood/Calabash Carving (Agbegilere)

Artisans in this group change woods or calabash intfaetgi(se-ona), gourds

are designed vertically or horizontally. Blade is used ti&emaesign by cutting the
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cuticles. Designs come in different forms, it couldpletures, drawings, even paintings.
The size of the gourd will determine the design. Works uridertitade include: wooden

trays, Royal chairs Foot-stool Tables, Furniture, Carvedrsdemdows in palaces,

shrines. Calabash carvers transform gourd of various iz priceless/valuable items,
such as drinking and eating plates for royalty, medicine case holder (ad6), decorative

items in palaces and temples.

2.4.5 Sculpture

This trade is popular among the Yorubat is a three dimensional work of art which

includes Carving and Pottery.

25 HISTORICAL FINANCING METHODS AMONG YORUBA PEOPLE.

Financing is the provision of one or more factors of pradaodbr the purpose of
undertaking a particular project or business activity. Bioriof Financing can come in

different forms. It could be the provision of capitalaiour.

No doubt, labor is an essential factor of production -agomwealth creation.

Yoruba economic system in times past had different tgpésbor- such as: Aar@we,
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Iwofa andEru (slavery). No doubt, today’s economy is significantly different from what
it was decades back; organized labor, a prominent feafureodern economy still
synchronizes with Aaro an@we. They have both become the engine of economic

development not in Yoruba land alone, but also in Nigeria.

25.1 AARO (group-labor-by-turns)

Aaro (group-labor-by-turns) is a non-group, loose lagpet where people agree
to assist, and to work for each other on trust, and by tundsviduals at a village or
community level take turn to work for each other withowinetary gains (no charges or
wages paid). Reciprocal working parties, in which participarthange labor to bush-
clear and weed each other's land or for timely hangstircrops, are still common in
developing countries, in Africa in particular. Such partiesy consist of any number,
ranging from two to twenty or more, depending on the sizdayg®lof fields and harvest.

(Boumann, 1995)

Nevertheless, Aaro labor system is guided by two principles

» One, Aaro recipient must provide meal (food and drink) fotador providers

after the task is accomplished.
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» Two, since labor is provided by turns, previous beneficiamnast support and
help when it is the turn of other person. Anything cagtraill be seen as going

back on promise and commitment.

It would be seen that the strong and functioning institut@inghe pre-colonial Yoruba

societies was the major reason behind the success &irttlisf arrangement.

Labour exchange has slowly, but persistently, given waydge labour, because of the
former's inherent problems. A hard worker may have to tnatlhea poor or lazy worker,
making the balanced reciprocity, which is an essential gfatthe rotating principle, to

become unbalanced. This can be a source of frictionl@sdtisfaction between parties.

252 OWE

Owe is another form of labor system similar to Aaro ingmse and in function;
but, differs structurallyOwe is more of a club, or association formed by peopléhef
same age group to render help, provide assistance to group memiigershe need
arises. Unde®we system, members are summoned, or put on notice by the lgaulegy
the nature of the task, the time, and the date. InteghstOwe system responds quickly
to emergency, unlike Aaro because of its loose or weak atomttso, underQwe,
services and helps are not limited to farm related j@lker, helps are provided in areas

like construction, building, and community service. Similarjwe system supports any

22



23
PROJECT FINANCING AMONG THE PEOPLE OF YORUBA.

of its members in times of joy and mourning, this sociaktion is very evident in all
Yoruba towns and villages, especially during ceremonies-such aal, bumarriage,
coronation, anniversary, house warming, you see various grsupgorting their

affected/concerned members.

253 IWOFA

Iwofa (Sofa) is a labor based service provided by a debtor to ofisdét, pay off
interest on a loan. lgfa can be a man, a woman, a girl, or a boy. AccorttinGamuel
Johnson (1956), lafa system is “one in service of interest”; alternatively, one who
serves another person periodically in lieu of interestmamey or loan. lwfa labor
practice was earlier misunderstood by Europeans, whenstweyit and compared it to
pawning- a system where a debtor drops/deposits valuable (holdstiimgs/property)
as collateral and security before a loan is granted. Menv& oruba version of pawning
(Ifi-do-go; dogo) does not apply to humans, becauseioheiV (iwofa) still had his social
status remains the same, his civil and political rightack, and he is only subject to his
master in the same universal sense that “a borrower is servant to the lender.( Samuel

Johnson, 1956).
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2.54 ESUSU

It is the most popular and commonly used method of financing gshdhe
people of Yoruba. They have an age long history. Theyal@ known as Rotating
Savings and Credit Association (ROSCAs). Nobody knew whenatieplly started but
has a very successful story in terms of mobilizing fufsdsural savers and borrowers
who have little or no access to institutional finandergme, 1991). There is mounting
evidence that these associations are far large andcooglex than previously thought.
They have survived into modern times and continue to grepitenof the influence of
the modern financial system. There is hardly any villageowan in Nigeria which does
not have a large number of these associations. It has dlaimed that there are still
villages in Nigeria where more than ninety per cent opthgulation are members of this

association (Jerome, 1991).

Among the roles which ROSCAs have performed in Nigeria,ptioeision of
credit is perhaps most important. They provide instituti@nadit which serves as real
capital for needy people. Without credit, rural inhatigamould find it difficult to free
themselves from permanent indebtedness to landlords andy emukers. ROSCAs act
as an important means of channelling funds. In the processobflizing domestic
savings, they accumulate funds for overall developmeltie prime motive of these

associations is the provision of re-investable savings. Thkipirer effect of loans
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extended for productive activities has been evident. ThHe ddutredit provided in the
past years had gone for financing agricultural during peak petlags resulting in
employment and income generation. They succeeded in prgvitiancial services to
the rural sectors of Nigeria that would otherwise navehaccess to these services

(Jerome, 1991).

In their most elementary form ROSCAs are comprised obapof individuals
who each make periodic contributions to a pot that is thigen to one member in
rotation. (Ardener 1964). Each participant typically coniiéls the same amount of
money and the rotation of the pot is determined by lot.rAdlemembers receive a pot,
the group may disband, may be reformed with some membeéirsgexind new members
entering, or the same group may simply recycle. Typicakymbership is restricted to

individuals who work for the same business, or who arévefa friends, or neighbors.

In Africa, the continent with most ROSCA literature, sal@uthors quoted by
Ardener (1964) mention the appearance of the "esusu" inre¢cheomy somewhere
around the mid - 19th century. According to Bascom (1952), thexs Yoruba
vocabulary of 1843 gave details of small rotating credgoaiations called "esusu”
among the Yoruba. "Esusu” contributions were in cowrierédaritish currency came
into use" (Ardener 1964:209). Whether the Yoruba in Nigeria boddive esusu from

Sierra Leone or vice versa, is a matter of debate'tbrift clubs of some sort existed in
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Sierra Leone as early as 1794" (Ardener, ibid.). The @ifeeowvord "Susu” in Trinidad,

Jamaica and West Indies would indicate that the ROS@Ablean imported there by
Yoruba slaves, which could suggest that it was part of Yorulbare during the period
of the slave trade" (Ardener, 1964). Seibel and Shrgdi®d38) as cited in Boumann
(1995) puts the first Yoruba ROSCA in Southern Nigeria around 1EB@where in

West African literature, the ROSCA appears in the late-19teady 20th century. In
East Africa, Jellicoe's extensive survey of 1968 as seeroumBnn (1995) puts its

appearance there even later.

There are advances that the ROSCAs might have startex ¢l Rotating work
party (Aaro). With increased commercialization and meag&tn of the economy, money
ROSCA became prevalent. The working party most probably iprin@rdial form of

ROSCA (Boumann, 1995)

26 MODERN/FORMAL METHODS OF FINANCING

The advent of banking and increased commercialisation gaeeto other modern

methods.
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2.6.1 BANK LOANS

This method of financing is usually offered by commercial bamieschant banks
and development banks. It is a facility in which banksl I;oney to individuals, firms or
governmental corporations at an agreed upon interest rétpeaiod of time. The bank
would usually require a collateral security from the bormgwentity. Bank loans

represent the most prevalent form of formal financing.

2.6.2 BANK OVERDRAFTS

It is a financing facility offered by banks to its customérss an arrangement
where the bank allows its customers to withdraw over aogeatheir current account
balance. Beneficiaries of this form of financing arerentr account holders. Current
account is a deposit account held at a bank or finantsétution, for the purpose of
securely and quickly providing frequent access to funds on dakrtfaough a variety of
different channels. It is often called demand deposialeE money is available on

demand.
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Business overdrafts are a very common way of financindl smé medium-sized
enterprises (SMEs), and are ideal for those with fluctgdinance requirements. They
are either provided over a fixed period of time or as anglacility with no end date.
Overdrafts can be authorised or unauthorised. The fom@pre-agreed facility and will
be offered at a lower rate than unauthorised overdrdi®e use of unauthorised
overdrafts will often incur charges for the business $® wise to agree an authorised

facility if a need for funds is anticipated.

Interest will vary depending on risk of default. Due to thexilile nature of
overdrafts the most common type of interest rategethwill be variable (a margin over
base rate or Monetary Policy Rate(MPR). A higher walieoften be charged for utilising
the unauthorised facility. Businesses exceeding their aséabfacility may be charged

unauthorised borrowing charges such as unpaid fees and satiotilifee.

2.6.3 EQUITY/DEBT FINANCING

This form of financing is characteristic of bigger and larfigns. They raise
funds by selling equity. Equity is a stock or any secumgresenting an ownership
interest. In essence, Equity financing involves the s#letares/stocks of a company to

willing buyers to raise funds for the company. Equity finagds the method of raising
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capital by selling company stock to investors. In returritierinvestment, the investors
(the shareholders) receive ownership interests in thgoany. They are also entitled to
dividends at the end of the business year. For the peatreur, equity financing is a
method to raise capital for the company before it isitade in exchange for diluted
ownership and control of the company. Equity financing esableusiness to receive the

capital needed without taking on additional debt.

Unlike equity financing, debt financing is the raising of caplgl selling
bonds/debentures to potential buyers. The holders séthends are not owners of the
company like the shareholders; they are creditors offithe They receive a fixed
income at the end of the year (as agreed in the debeotunteact). Debt financing

represents additional debt to the firm.

2.6.4 TRADE CREDIT

Trade creditis a deferment of payment for goods or services grantekebyetdler
for a short period, primarily to give the buyer a meanfinancing inventories. It is an
arrangement to purchase goods and services without makingliateneash payment for

them.
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This arrangement effectively puts less pressure on cagh tihat immediate
payment would make. This type of finance is helpful in redp@nd managing the
capital requirements of a business. Trade credit isfuiedool for growing businesses,
when favourable terms are agreed with a business’s supplier. The amount of days for
which a credit is given is determined by the seller allovtiregcredit, and is agreed upon
by both the party allowing the credit and the party receitting/ith the extension of the
payment date, the company receiving the credit essentiailigl sell the goods and use
the net proceeds to pay back the debt. This type of cseslitmetimes given to encourage

sales and gain customer loyalty.

This is short-term finance that is relatively quick toaage. The typical amount
involved and the terms will depend entirely on your tradiotividy. However, trade
credit could lead to the possible loss of early paymewcbdig. Failure to comply with

the terms and conditions could lead to the loss of alisupp

2.6.5 HIRE PURCHASE

Hire purchase is a financing arrangement used to acquabvedy expensive
machinery and equipment. It is an arrangement (contratt)elen two parties, in which

one of the parties (purchaser) agrees to purchase a gadgay in installments. This
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form of financing is different from installmental paymdrecause the ownership of the
good remains with the seller until the last payment is méke.possession of the goods

lies with the buyer, while the (legal) ownership of the gemdhins with the seller.

If the buyer defaults in paying the instalments, the ownay repossess the
goods. Also, if the buyer damages the good without making piamainents for them, he
would still have to make complete the instalments. Aiheer can, however, not resell the
good until final payment has been made. The hire purchase pricsually a
combination of the original full price plus interest. HiRurchase is frequently
advantageous to business men because it spreads the espens$ive items over an

extended time period.

2.6.6 LEASING

Lease is a financing arrangement under which one party agreest property
from another party. A lease guarantees the lesseenfagpreneur) use of an asset and
guarantees the lessor (usually a finance company) regulaepgs/from the lessee for a
specified number of months or years. Both the lesseetlae lessor must uphold the

terms of the contract for the lease to remain valid.
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Financial leasing is a modern financing method that enablkespreneurs to own
and make use of certain assets for medium to long fieancing periods in return for

previously-set interim payments.

At the conclusion of the leasing period, the lessor woule macovered a large portion
(or all) of the initial cost of the identified asset,addition to interests earned from the
rentals or installments paid by the lessee. The leal®e has the option to acquire
ownership of the identified asset by, for example, payiaditial rental or installment, or

by bargaining a final purchase price with the lessor. Througti@itduration of the

leasing period, the lessor (finance company) remains @ lewner of the asset.
However, the lessee also has control over the ass#tingnuse of the benefits and

assuming the risks of economic (de facto) ownership.

2.6.7 FACTORING

A financing method in which a business owner sells accountsveble at a
discount to a third-party (a factor) funding source to raeggital. Accounts receivable
includes all bills and money that a company is entitleddeive. Account receivable is a

short term current asset.
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It is one of the oldest forms of business financing. Fa@as very common in
certain industries, such as the clothing industry, where leogivables are part of the
business cycle. Factoring is not a loan; it does notei@éitbility on the balance sheet.
It is the sale of an asseh this case, the invoice. It also differs from Invogiscounting

which involves using the account receivables as collateral lfman.

Factoring is also used as a cash-management tool. Feefatoring company)
typically take over a significant portion of the accamngptwork for their clients, help with
credit checks, and generate financial reports to lekyow where you stand. By the first
decade of the twenty first century a basic public polatyonale for factoring remains
that the product is well suited to the demands of innovaaipelly growing firms critical

to economic growth (Baumol, Litan and Schramm, 2009).

Factoring's origin lies in the financing of trade, panacly international trade. It
is said that factoring originated with ancient Mesopotamialture, with rules of
factoring preserved in the Code of Hammurabi. Factoring fastaof business life was
underway in England prior to 1400, and it came to America wihRilgrims, around
1620 ( Tatge, Flaxman and Tatge, 2009). It appears to be clodated to early

merchant banking activities ( Landes, 1269
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2.7 FINANCING AMONG THE YORUBA PEOPLE.

Finance in Nigeria has been on the increase in Nigénize independence. The
formal and informal financial sectors have increasingljledo out funds to their
patronisers for various reasons. The amount of losswed out over the years can be
used to examine the level of financing in the Western piathe country. Since the
Yoruba people occupy the Western part of Nigeria, it canai@ that the figures
represent the amount of finance available to the Yorubpl@eThe table below shows
the amount of loans and credit issued by Cooperativeettaxifrom 1957 1976 for
Western and Eastern Nigeria. Due to a dearth of datagfigar loans and credit for the
Northern part of the country was not found. The figurdateeto loans sought by the
entire country as revealed by the Federal Office ofishizd. The Federal Office of
Statistics before its merger with the National DatalBaas the apex statistical agency of
the government. The body coordinated statistical opesatid the National Statistical
System in the production of Office Statistics in all tegions of the country as that time.
It, however, became the National Bureau of Statistith thie merger with the National

Data Bank.
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Table 2.1

1957 and 1976

35

Loans and Credits issued out in Western ancerBalstigeria between

Year Western Nigeria-éN) | Growth rate (%)| Eastern Nigeria-N) | Growth ratg%)
1957 52,619 385,515

1958 70,616 34.2 565,137 46.6
1959 79,234 12.2 536,316 -5.1
1960 100,734 27.1 576,932 7.6
1961 121,858 20.9 821,034 42.3
1962 149,565 22.7 673,707 -17.9
1963 178,578 194 1,022,755 51.8
1964 214,781 20.3 811,789 -20.6
1965 131,794 -38.6 847,992 4.5
1966 430,611 226.7 1,061,080 25.1
1967 610,009 41.7 1,374,168 29.5
1968 699,477 14.7 1,748,336 27.2
1969 998,175 42.7 1,612,936 -1.7
1970 1,589,395 59.2 1,641,592 1.8
1971 2,090,823 31.5 2,450,904 49.3
1972 3,678,626 75.9 4,126,471 68.4
1973 5,609,871 52.5 6,384,701 54.7
1974 6,108,417 8.9 7,561,612 18.4
1975 6,673,360 9.2 7,998,175 5.8
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1976 7,166,175 7.4 8,779,835 9.8

Federal Office of Statistics (1977)

From the table above, it would be seen that there has lae continuous
significant increase in the level of loans and credithe country. The yearly increase
could be explained by the increasing commercialisation aodetisation of the
economy. However, the Eastern part of the country (wikichajorly occupied by the 1bo
people) recorded more finance than the Western part abtin&ry (which is occupied by
the Yoruba people) for all the years taken into conattter. There was a difference of
over N 300,000 and N500, 000 recorded in the level of finance in 1957 and 1958

respectively. The trend also continued in other years.

Though the level of finance in the Western Nigeria has lo@ethe increase since
1957, it has continuously been lower than the level of fimaitained in the East. This
suggests that the Ibo people had more access to finadcevexe involved in more
projects. However, it is pertinent to note that the datanct be said to absolutely
accurate. It is possible that the figures did not enticalyture all the loans, credit and

finance obtained by the Yoruba people in the Western péaligeria.
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28 FORMAL FINANCIAL SECTOR DISTRESS.

The financial sector is one of the dominant economatose in Nigeria. Banks
are key players in any country’s financial sector - they occupy a delicate position in the
economic equation of any country such that their (goolad) performance invariably
affects the economy of the country (Wilson, 2006). Actwydo Yauri, Musa and Kaoje
(2012), studies have shown that the banking sector which acstatted in Nigeria in
1892 has been largely volatile with spates of banking fadupzrienced in most parts of

the 1990s, and in the early and mid-2000s.

Financial sector distress has been described as a sitwatiwhich a sizeable
proportion of financial institutions have liabilities exde®w the market value of their
assets which may lead to runs and other portfolio shifts eventual collapse of the

financial system (Ohwofasa and Mayuku, 2012).

Bank distress differs from Bank failure. Bank distresthés forerunner of bank
failure. A bank in distress has the chance to regain healibreas a failed bank loses
every chance of life. Its final destination, as in ttese of Nigeria, is the Nigerian
Deposit Insurance Corporation (NDIC). However, in thedigre, the two terms are used

interchangeably.

37



38
PROJECT FINANCING AMONG THE PEOPLE OF YORUBA.

The history of bank failure in Nigeria dates back to 1930 vtherindustrial and
Commercial Bank failed. Thereafter, the Nigerian MentaiBank failed in 1936 while
the Nigerian Penny Bank failed in 1946 (Foluso, 1985). According Soyibo and
Adekanye (1992), between 1930 and 1958, over 21 bank failures were rerotted
Nigerian banking sector. The banking failures during thatrexa have been caused by
the domination of foreign banks in terms of the exclusivieopage by British firms
(Soyibo and Adekanye, 1992). Banks distress was also recordleel 1990s and in the

early parts of the 2000s.

It is instructive to note that 21 out of the 25 indigenoaskb that were
established collapsed in quick succession due to bad managenmagietjuate capital,
inexperienced personnel, excessive branch expansion atehuate banking regulation
and unfair competition from foreign banks (Ajayi and Ojo, 198®)hers included
outright fraud, lack of acceptable prudential guideline and latkight banking
orientation among the operators. Most of the bank fesluvere resolved mainly through

self-liquidation.

In Nigeria, the collapse of banks and the subsedoestof depositors funds has
resulted in low economic growth, low capacity utilizatiomemployment among other
problems. Several studies have been conducted to proffeiossiiub the problems

(Nzotta and Okereke, 2009).
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In the period, 1994- 2000, a total of 33 terminally distressed bameke
liquidated (CBN, 2001). Also, the number of banks was reduced froba@8s in 2004
to 24 groups of banks at the end of 2005 when the governmeunghthtioe CBN came up
in July 2004 requesting that all banks beef-up their capaak from the mandatory
minimum of N2 billion to another mandatory minimum of N25 billio@bé&muyi, 2011).
With 9 banks adjudged to be in grave situations in October, 200%umber of banks
was therefore set to reduce progressively. For instames banks (Bank PHB, Afribank
and Spring Bank PlIc) were nationalized by the governmetiteirfirst quarter of 2011
and handed over to Asset Management Corporation of NigaNMCON) (The Sun

Newspaper, October 03, 2011) as cited in (Ohwofasa and Mayuku, 2012).

Similarly, there was another merger and acquisition wheezdontinental Bank
plc. was acquired by Access Bank Plc, a deal completed bghV®12 while Oceanic

Bank Plc. was also acquired by Ecobank Plc.

According to Sanusi (2002) as cited in Musa (2010), one majosecof the
distress in the sector was that the increase in the nmuaibleanks overstretched the
existing human resources capacity of banks which resuite many problems such as
poor credit appraisal system, financial crimes, accumulatfgpoor asset quality etc. A
result of the reason stated above is that mosttiahof the banks that failed in Nigeria

failed due to non-performing loans. On close scrutinyi,ilit also be observed that the
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single biggest contributor to the bad loans of many of thedfdanks in Nigeria was
insider lending. Insider loans accounted for 65 percent abthéloans of the four banks
liquidated in Nigeria in 1995, virtually all of which were unrecae (NDIC, 1994).

This not only shows the inefficiency of banks in sasinmvestment mobilisation but

also underscores their biasedness in the directiolosuos.

Literature has shown a series of recurrent failureshen banking system of
Nigeria. These bank failures led to a significant losdepositors, loss of confidence by
the public in not only the Nigerian banking industry, bub atsthe ability of Nigerians to
manage banking business (Olukotun, James and Olorunfemi, 2018k, Heis has led

to an increasing patronage of the informal sector.
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CHAPTER THREE

LITERATURE REVIEW AND THEORETICAL FRAMEWORK

3.0 Introduction

In general, financing can lead to increased commercialisatural growth and

development as well as alleviation of poverty. This chaigteevoted to the review of
existing bodies of knowledge on related studies that hee& barried out in areas of
financing among Yoruba people. This chapter presents whatredearchers and writers
have written about financing among the Yoruba people, thernatives, the benefits

and the downsides.

31 LITERATURE REVIEW

3.1.1 FINANCIAL SYSTEM

Financial system is the system that allows the tesrsf money between savers
(and investors) and borrowers. A financial system can tgem a global, regional or
firm specific level. Gurusamy (2008) describes it as a fatomplex and closely
interconnected financial institutions, markets, instrumerssrvices, practices and

transactions. Financial systems are crucial to theatlon of resources in an economy.
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Evidence from Ojo (1992) shows that the main sourcesahdie for small scale
enterprises can be broadly categorised as formal awdmaf sources. The formal
sources which include banks, other financial institutions govenoriean agencies and
cooperative credit societies are of less importance thaninformal sources which
include savings /retained earnings, friends and relations,,dsbhsu and money lenders

constitute a major source, more than 60% of the totaégad/

In another study by (Phillips and Titiola, 1995), the finansistem was divided
into three parts. The first category comprised the otlett or regimented markets. This
has the government through the Central Bank of Nigemaliaboration with the Federal
Ministry of Finance. The second category is made up ofrégelated market which
includes the securities markets, the money market anthsheance market. The third
category is the unregulated or informal markets made upomiey lenders, merchants,
savings group, thrift and cooperative societies, credietiesi The third order represents

the order in traditional Yoruba land.

3111 THE FORMAL FINANCIAL SYSTEM

The formal financial system operates with a statetehand consists of financial

intermediaries as delegated monitors. Within this forseator, lending by state-owned
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banks dwarfs all other types of formal lending, such astyguade credit, leasing, or
factoring, that make up a small percentage of GDP. THheslraty on courts and the state
and local governments for repossessing collateral andsiore loan repayment. Other
formal sources include government lending agencies, farcwoperatives, commercial

and merchant banks.

3.1.1.2 THE INFORMAL FINANCIAL SYSTEM

The informal financial system consists of individuahders or non-delegated
monitors such as moneylenders and institutions that opeitateut state charters (Allen,
Qian, and Qian 2008). This distinction between formal aramdl financing channels
manifests in the type of enforcement mechanisms used. Fbnamacial intermediaries
such as banks typically lend conditional on collaté@kegory and Tenev 2001; Cousin
2006) and rely on formal institutions such as courts or gowvent channels to enforce
repayment of loan contracts (Zhang and Booth 2001). By rasint individual
moneylenders and the informal delegated lenders rarglyreecollateral and do not use
the courts or the government and rely on informal chanpednforce repayment (Tsai

2004; OECD 2005).

The definition of informal financing is also consistarith the definition of Allen,

Qian, and Qian (2005) that informal financing is everything ihanot bank financing,
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since the banking sector is the largest component ofotimeaf financial sector. Allen,
Qian, and Qian (2008) specifically refer to lending by the ewtamders and private
money houses as the nonstandard financial sector. Tdrenmfsources comprise friends,

neighbours, relatives, professional moneylenders, prdauwess, traders and merchants.

Access to the informal market is usually based on netwotkirigugh common
friends, and the cost of accessing informal creditegsadepending on the structure of
local social networks while low-interest loans are commoly among close friends and
family (Tsai 2004). Allen, Qian, and Qian (2008) notes thatapr moneylenders and
money houses charge very high interest rates, with agsociated loan contracts
resembling junk bonds. The informal lenders rely on trondtraputation or coercion and
violence for repayment of the loans and very oftemaltorequire collateral or guarantee.
The operations of the informal sector derive their rales regulations from the country's
culture and customs. Informal sector transactions@nelucted on the basis of trust and
intimate knowledge of customers. In many respects, igisnduishing characteristics,
which in fact is also its primary economic rationalths informal nature of its activities

(Chandavarkar, 1984).
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3.1.2 ORIGIN OF INFORMAL FINANCIAL MARKETS

There are two schools of thought as to the origin ef itiformal financial
markets; the financial repression school and the stmaliurschool. The financial
repression grew out of the seminal works of McKinnon (1973) drmav§1973) and
theorises that informal finance agents start operadsra result of excessive regulation
of the formal financial sector represented by the dig®licies of directed credit, interest
rate ceiling and preferential credit allocation to goveminaad its parastatals. This leads
to a lot of distortions in the economy resulting in govesntrdebt crowding out official
private sector investment, graft and corruption by bank godernment officials.
Consequently, the effective cost of funds to smalleseaterprises and the poor becomes

excessively high.

The imposition of interest rate ceiling, often below maikeerest rates usually
induces excess demand for loanable funds, thus leadingdi ationing by banks and
other financial institutions and the existence of parditencial markets with higher
market clearing interest rates. Government debts,ethdtrof budget deficits and public
enterprise losses, crowds out bank loans to the privatersespecially to small
businesses, compulsory bank loans to the public sectla@esHbanks, in the remainder
of their portfolios, to emphasise short term loans anddist on higher quality collateral

than they otherwise would have demanded. The admimstraiuggishness, high
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management costs and payment delays of banks prevent ritnenrdaching small

businesses. All these help in the development of informah@e (Huggon, 1990).

The structuralist school believes the existence of infofmahce is a product of
other forces other than economic forces (Hugon, 1990). rAowp to this school,
informal financial systems are subordinate to the @iififirmal financial system. Market
segmentation occurs not because of regulation but kedategmal financial system
exist to serve social goals than simply to make the bkigpmofits. Informal financial
systems redistribute income among community members anddpra form of social
security by meeting melar’s fluctuating liquidity needs. They express solidarity based

on kinship, ethnicity or religion.

According to the structuralist school, the informal finahsystems are offshoots
of official systems in which currency has a greateoasigy of circulation than in the
official financial system. Official monetary policy us produces effects that informal
financial systems diffuse (rather than counteract, has financial repression school

suggests).
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3.1.3 FORMSOF INFORMAL FINANCE

The traditional credit institutions have for a long gifbeen assisting not only in
mobilising savings but also in distribution of finance ampegple with small incomes
in the developing countries. Such credits come from tlmmey lenders and the
indigenous bankers/saving and credit societies. Therenatmting evidences that the
bulk of the credits for the common man come fronséhassociation (De Lancy, 1977;

Bouman 1977; Miracle et al., 1980).

The credit system under indigenous savings and creditutistis takes a variety
of forms. According to Adebayo (1994), the Yorubas have basic institutions for
savings and credit. The first is esusu, which was more deetland served the people in
all the senses of the term "savings." The second is ‘ajo’, which was probably devised
simply to satisfy the first sense in which savings hanheed by economists, i.e., the
process of accumulating money. Thus, it is believed te lmiginated to replace the
practice of burying money in the ground for safekeeping. Eanduajo did not replace
each other; rather, the two institutions continued tsteside by side, and individuals

freely chose to patronize one or/ and the other.
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3131 AJO

The Ajo financial system is similar to the ‘Esusu’ institution especially in terms of
savings and credit creation. However, it was a financi@ngement in which a single
collector formed his/her own savings/credit group. Contrilmgtdid not necessarily have
to be equal among members. What each member contributeddetesmnined by

individual’s capabilities.

The contribution on many occasions could be daily. THeaor went round to
collect from members. This arrangement was common amayg tpeders who were
expected to save as much as possible from their daily. $é¢edy members of the group
could request for loans before the end of the month wdudlections were usually
returned to the contributors. Each member could applg foan equivalent to double his
contribution as from the tenth day of each month. Suah fequests were usually met
with the excess collected from other members who didneed any advances. The
collector usually deducted one daily contribution from eaelmber as remuneration for
his efforts. Borrowers usually had their own contributicetained by the collector as part

payment of the loans.

Unlike esusu, the ajo institution has not received attemticstholarly writings.

This is probably because of the series of abuses whicipération had witnessed in pre-
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colonial Yorubaland (and continues to witness in moderadjmAjo is probably a short
word for akojo (pool together). Thus, under the ajo insbiytan individual entered into
an agreement with a savings collector, paid a fixed sumasfey at regular intervals
(daily, weekly, fortnightly, monthly, or, simply, "evergarket day") to this collector, and
drew all his contribution at the end of an agreed periodngtime it was needed. The
main attraction of this system, therefore, is the elemaf promptness, i.e., the
contributor could draw his/her money at short notice, unhkeéhe esusu where he/she

had to wait his/her turn.

3.1.3.2. ESUSU

Esusu also known as ROSCA is a market mechanism for savingradi
mobilisation towards capital formation in order to faciétéusiness activities. Members
of Esusu system contribute a fixed amount periodically, llysaa market days. There
were some with huge amounts which required long period to ctenpleese were made
seasonal ‘Esusu’. Savings and credits generated therefrom were usually earmarked for
long term projects, for example housing projects. Suelss®l Esusu were fixed for

festival periods like Ogun festival.
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Total collections at each meeting were allocated to eaambere at a time
successively until all members had had their turns. Any Imeeroould opt for multiple
contributions. Under this arrangement, all members wedimaitk lenders while the
person whose turn it was to take the collection becaenaltimate borrower. Put

simply, the system in this arrangement served both savidgredit purposes.

There were credit systems that gave interest-freesl@ad credit systems that
operated on the basis of interest collection. Thetesosieties (rotating saving and credit
associations) gave interest free loans to members (Adeld®92). Adebayo (1992)
further pointed out three credit systems that operateth® basis of interest collection.
The first is the system of pledging crops as collatesall as interest. The second is the
iwofa system where the borrower paid the interest lmua supplied on the creditor's
farm or industry. The third is the s'ogun d'ogoji systeshennwvhich the interest was paid

in cash which was, at the very least, an amount eqilaétprincipal.

3.1.4. ACCESSTO FINANCE

The efforts so far devoted by commercial banks towardsowimy the range and
guality of financial services have been grossly inadequateb@b&990). Very little

finance gets to the peasant in the rural areas, althoegbatiks are heavily involved in
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financing commercial farming enterprises. The commeraak$ in African countries
prefer to deploy excess liquid assets in treasury bills andmyoeat bonds, where risks
are marginal. Few African countries have deliberately thcethe lending pattern of the

commercial banks to generating development (Abebe, 1994).

The record of the development banks has equally beeppdisging. Like the
commercial banking system, development banks in Afneanly cater to manufacturing
industry, the mining sector but have not yet had an appreciaigact on small-scale
enterprises and small holder agriculture. These instiuti@ve literally become mere
retailers of foreign loans and government funds eveangh many were empowered to
mobilize resources in their statutes of establishment. Aigb operating costs of
agricultural development banks and the woefully slow lesrovery cycle erodes their
capital base for onward lending to a diversified detustomers (Bourne and Graham
(1984). This was further reiterated by Miller (1977), who notedtti@non-institutional
sources (the informal lenders) provide most of the finarssal by small farmers while
the institutional lenders constitute the major supptiercredit to larger farmers and

urban-based borrowers.

The Cooperative banks which were intended to spearhead asgrof rural
transformation have not been entirely successful. Ndy are credit cooperatives

fundamentally weak in both financial strength and econampact but they have tended
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to reinforce existing social structures or even to aggrasates division rather than

acting as vehicles of equitable change (Eicher and BaQ8P).

The need for credit in the informal sector of the depiglg countries cannot be
over-emphasized. The small per capita income and savwgges some resilience on
borrowed money (Oladeji and Ogunrinola 1990). Vogt (1978) arguesrédit provides
an avenue for most people to improve their lives and toclawmew undertakings and
income generating projects. In some cases, for smaihdsss development, informal

credits constitute the core of investment (Ogunrinola, 1990)

The situation in the informal money market is such thatdemand for credits, in
relation to the supply, is large. The supply of credines from the money lenders,
traditional bankers, formal/organised institutions (e.g. cajper credit societies,
agricultural banks and other government sponsored instif)tand at times international
funding agencies. Allowing credit deployment to be influencedhey market rate of
interest will obviously make the distribution of the nadle fund highly skewed to the

disadvantage of the poorer strata of the society ((ladeé Ogunrinola, 1990).

What broadening access to credit therefore entails d@itar&tioning while the
lending rates are kept down within the reach of the comman Tias, in itself does not

guarantee the loan facilities penetrating down to deep dowthatsociety. According to
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Pischke, the economics of loan administration woagflire lenders seeking a few large

loans rather than many small loans. Soles (1976) furthadates:

“To avoid such high administrative costs and losses on such loans,
the banks allocate their funds to a few large credit-worthy clients

rather than making small loans to numerous small farmers’

The foregoing exemplifies the lending behaviour of the &rimanking institutions

whenever such credit programme has to be executed by them.

Access to credit requires some liberalisation of thelici®ystem. However, excessive
liberalisation has its problems; it tells on the survivathef credit system (Oladeji and
Ogunrinola, 1990). Soles (1976) provides three criteria for a ssfcdecredit

programme;

1. That they make credit resources available to those vawe hot had access to

non-usurious credit before;

2. That the programmes charge sufficient and flexible isterates such that they

are economically sustainable ventures and

3. That they obtain repayment of outstanding loans imaly and efficient manner.
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The first criterion would be deemed to be achieved if postrata of the society are
reached with affordable credits. The second requirasgely a positive rate of interest
which exceeds both administrative and inflation costs. Sétond and third would ensure
the longevity and non-shrinkage of the credit systersidés these criteria, (Oladeji and
Ogunrinola, 1990) believes the success of a credit programmaddepetically on the

disbursement of such credits and their control.

3.1.5. SAVINGSMOBILISATION AND CAPITAL FORMATION

The place of capital, hence saving rate, in economieldpment is perhaps
beyond dispute. But the debate on the issue of casatbrelhip is still on. The question
is simply whether saving could be said to be a cause effact of development process.
Within the classical paradigm, savings and investment aeand the same. In terms of
the direction of causation, savings is said to be aquesige for investment. Expressed in
the context of Say’s axiom, all savings find investment outlets through variations in the
rate of interest. In the classical tradition, there, investment and the development

process are led by savings.

In contradistinction to the classical position, theyKesian view is that the

causation is the other way round. It is argued that invergtmill generate its own saving
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by raising the level of income when the economy is operdielow capacity, and by
redistributing income from wage earners with a low propens save to profit earners
with a high propensity to save when the economy is ingrkt full capacity (Thirwall,

1983). It can be inferred from the Keynesian viewpoint thaings and development

process are led by investment.

Thirwall (1983) further argues that much as the Keynesians/ielmome prior (or
voluntary) savings, the classical economists can gsstvell admit the possibility of
forced savings in the process of development. The enspinathis study is on domestic
private financing cum savings in the informal sector. Umably, such savings are
largely voluntary. It is, however, relevant to remarkttthe totality of savings of this

kind do not necessarily go into capital formation.

According to Guilford (2007) financial facilities enable impasked persons to
start businesses, rebuild after natural disasterdltibels and hurricanes, and to receive
both short- and long-term loans to meet their fim@noeeds and improve their overall
quality of life. The impact of micro lending is changing tbconomic landscape of the

areas where it is most prevalent.

Magyezi (1999), states that savings act as collatecatisg for savers to acquire

more and bigger loans. He confirms that such practicesqteosavings culture. The
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extent to which savers benefit from the savings remainkamas the credit providers

attach very low interest to it.

In the process of capital formation, Meier (1970) recagmibree critical steps :

1. Anincrease in the volume of real savings.

2. The channelling of savings through a finance and credit mechanism

3. The act of investment itself, by which resources are fesadcreasing the capital

stock.

Capital accumulation, therefore, requires not just sitmes about savings but the
desire to invest or, an effective mechanism through whelsakings could be mobilised

to reach the necessary investment locations (Lancey 1978).

Savings mobilisation is not spontaneous. It requires institutions which ‘allow such
savings as are currently forthcoming to be invested convinien the most useful
purposes’ (Nevin 1966). The commercial banking system is one of such institutibns
which is said to be rudimentary in most developing ecomanilesides the low ratio of
deposit money to money supply, the number of banks rekatipepulation size is small

in these countries. For example , bank density in Nigsriabout 64,000 people per

56



57
PROJECT FINANCING AMONG THE PEOPLE OF YORUBA.

branch where the figures for Britain, United stated kundia are 4,000; 6,000; and 3,000

respectively (Adekanye, 1989).

A suggestion is that banks need to proliferate and $g@edied (Thirwall, 1983 ;
Onyemelukwe 1966). The expectation is that such spatial spread as catalysts for
small savings while, at the same time, facilitate savingbilisation for investment

purposes. On this, Lewis (1955) hypothesised thus:

‘if banks are pushed under the individual’s nose, people save more than

if the nearest savings institution is some distance away’

The plausibility of this proposition may not be in doubff mot in practical
feasibility. The cost consideration or the desire tgpreaonomies of scale in their
operations is a constraint in this regard. Responding to Onyemelukwe’s suggestion of

opening more banks in rural areas, De Lancy (1978) argues thus:

“One suspects, however, that if banks were to operate in the manner he
suggests, they would soon go out of business. The costs involved in
opening many branches, in providing access for easy withdrawals
throughout the day, and in handling the numerous small loans needed by

the population are probably beyond the capability of most banks’’
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The role of the informal banking arrangements in saving®ilieation has
received some attention in the literature. These ut&tits are reported to be existing and
predominant in the developing countries especially in the enrestropical Africa
(Miracle et al.,, 1980). Compared to the formal bankindgesysthese institutions are
ubiquitous, handling small amounts of savings of ‘common people’ and granting them
credits. As reported by Miracle (1980), thesenga and loan groups have
administrative and transaction costs that are suslerloGroup officers are paid very
little if any, and of course, little paper work is done he fcts of saving and obtaining

loans (Oladeji and Ogunrinola, 1990).

The impact of informal savings on capital formation amehce economic
development still remains a moot. De Lancey (1978), in hidysbf migrant workers in
the plantation environment of Cameroon’s South West Province observes that large
proportions of the money saved are ultimately used foiswmption rather than for
productive investment. This is explained by the small amaiftgn saved which
apparently would not be adequate for any investment; lack sifedéor productive
investment and lack of profitable investment opportunit@ys.the other hand, there are
reports of such savings being used to buy agricultural irquatis as seedlings, fertilizers,
or a tool (Miracle et al 1980). The evidence from Badagryvshibat apart from being a
principal source of initial capital, such savings consittlie single most important
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source of addition to the stock of capital for the smsalille businesses (Ogunrinola,

1990).

3.2 THEORETICAL LITERATURE REVIEW.

Much of the theories on financing focus on Corporate fingécance of firms). Some of
the theories include the Pecking order theory, finamgg@ith cycle and life cycle theory

of financing.

3.2.1 ThePecking Order theory

The Pecking order theory appears to suggest that as progatme larger and
older, they will have greater access to external sowté&sance. On the surface, this
argument seems to apply well in the context of small pi®j@btose access to external
sources of financing are quite limited, mainly due to theibilitg to provide the

necessary financial information needed by funding ingiist

59



60
PROJECT FINANCING AMONG THE PEOPLE OF YORUBA.

3.2.2. TheFinancial Growth Cycle Mode

The Financial Growth Cycle model as proposed by Berger arell (IP98)
provides a framework that can be used to analyze the iropaettain characteristics of
firms that influences the decision to raise financingdgimwth and survival. The model
shows how the financing needs and options of the firmgehas the business grows,
becomes more experienced and more informationally tragrspdn essence, what the
model seems to suggest is that as the firm grows, ihew access to more sophisticated
external sources of financing (e.g. Venture Capital, MadrT Debt) and in the final stage
of its growth cycle, as it becomes older, more expegd and transparent, it will
possibly gain greater access to external financing such a< maulity and long-term
debt. The model focused on firm size, age and informatsoimportant characteristics of
the firm which will determine the method by which it raisiesifice for business growth

and survival.

However, for the purpose of this study, these theories@mewhat irrelevant.
This study focuses on how projects and not just businéissss/are financed. The
application of the theories to project financing would hétyaas they focus intensively
on the financing of businesses/ firms. Most of thediteres in this area of study have
been explorative. Therefore, there are no explicit fipations of the theories/models

used. Nevertheless, Basargekar (2010) studying the effecf-dieelgroup financing on
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empowerment made use of the Social Capital Theory. Adery was also employed in

the works of Anderson et al. (2002), Jainaba et al. (2005)ana@ho (2010).

3.2.3. The Social Capital Theory

The social capital theory postulates that when peagil@mafunction in a group as in a
cooperative society or self-help group, it leads to tlm@mic and social development of
the group, individuals in the group and the immediate commuwitere such group
operates from (World Bank, 1998). The social capital theowers various aspects of
social capital which include the type of social networkirgationship and interaction
which comprises the rules, regulations and norms thargaocial actions and the trust
among members including the benefits that accrue to théer @is an individual, for the

community or for the association that they belong tod@&son et al., 2002).
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3.3. METHODOLOGICAL LITERATURE REVIEW

Basargekar’s (2010) studied the effect of self-help group financing on
empowerment underpinned by the social capital theoryngr2d5 women members of
the group in urban areas of India through survey. Theysiseld 14 variables to measure
the effectiveness of social capital due to changes in participants’ life before and after
joining the program. The variables include education aauhitg, healthcare, family
planning, girl’s education, son’s education, expenditure decision, physical mobility, other
household decision, family social status, social stattiseimeighbourhood, participation
in gender issue, social empowerment and participationdialsssues and participation

in electoral system.

Oladeji and Ogunrinola (2001) used the personal interview technigeg.drew
samples from five states in South-western Nigeria betwee months of October and
November 1989. The locations include Ibadan, lle-Ife and Ggan (Oyo State), Akure
and Ore (Ondo State), Sagamu (Ogun State), Benin City and (Banael State) and
Ikorodu (Lagos State). A total of 2,507 individuals were inteve on their socio-
economic background, their attitude to savings generallyicipation in the informal
savings, and amount of savings per period. The purposive samgpprgaah was
adopted while the method of ordinary least squares was asestiinate the parameters

in their model.
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Soyibo (1996) examined the relationship between financial linkageé an
development in subSaharan Afican with focus on the informal sector ofé¥ia. The
data for this study were generated using a comprehensiveoueste comprising 13
sections. The information sought by the questionnairtudes the following: The
deposit characteristics of the various informal finahwistitutions; the characteristics of
lending operations; the characteristics of the usuablars; the lending to small-scale

and micro enterprises; the characteristics of lodwes; taturities, and other conditions.

The study adopted a multi-stage sampling procedure. Thestirge was to select three
pre-determined zones of the country - Southwest, Middlé &l Core or Far North.
This was a deliberate sampling process, intended to réflediverse ethno-cultural and
regional backgrounds of the respondents. The second stafie glampling process
involved the selection of towns/villages, ensuring an approxibatace between urban
and rural areas, apart from the case of Lagos Stagethiid stage involved the selection
of financial operators from the selected town/village. To iflelknown operators, the
interviewers visited notable individuals in the communititésdied who helped in
arranging a link. A total of 81 questionnaires were sent oupféahich were found

usable, giving a response rate of 79%.

The method of analysis used is basically descriptive, uBiguency distributions,

proportions and means to make judgements about the chatacteaf the different
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operators in the informal financial sector. The relaiops between the types of unit in
the informal financial sector, the location of the unitd ather relevant variables were

also established using cross-tabulations.

Oloyede (2008) used random sampling technique to collect dath,1ié mcal
government areas of EKkiti. A sample of thirty-two villagesd towns were randomly
chosen from all the 16 local governments of the Sté@equestionnaires each were
distributed in each of the 16 towns and villages. This meanstigueaires were
administered to a total of 1120 subjects. However, 1100 questiomhneere recovered
from respondents, representing about 98.2% of the total quesiies administered.
Complementary interview was conducted to capture more womrlendging to one form

of informal financial institutions or the other than men.

Udry (1990) reported the findings of a detailed survey of 198sdiaolds
conducted between 1988 and 1989 in four randomly selected villageganga Kaduna
State in north-central Nigeria. He used a two stage Issgnmethod procedure. The
survey consisted of a series of monthly interviews wattheof the household heads and
(separately) his wives. The questionnaires were designeeltbaycomplete picture of
each household's asset and debt position; an accountcoédks, labour, product, asset,
and asset-rental transactions over the previous montha aange of demographic and

background data.
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R. Adeyemo and A. S. Bamire (2005) carried out a studyundtates comprising
Ekiti, Ondo, Osun and Oyo. Data were obtained through fieldwlorlselecting the
respondents, the list of Cooperative Unions in each oCiheperative divisions in the
Ministry of Commerce was collected in the four staldse cooperative offices in the
four states provided the list of registered and unregéteceieties. A total of four
hundred co-operators were involved in the study. Basedeoprtportion of cooperative
farmers in each state, 70, 100, 125 and 105 respondents resgestve selected for
Ekiti, Ondo, Osun and Oyo states. Data was collected thrcwgladministration of
structured questionnaires. The questionnaire contained suidblga as family size,
gross income, cooperative experience, distance to theestebank, age, level of
education, source of initial capital, technology lewetal consumption and household
living expenses. Data were analysed using descriptive statstoplain the relationship

between study variables, and the multiple regression tpaodni

Jerome (1991) investigated the roles of rotating savings add associations in
mobilising domestic savings in Nigeria. He used the survey adetrestricting the
investigation to a specific number of associations archtion. Nine ROSCAS,
comprising of 182 members in Moniya and environments, a village tvkdtvmetres

north of Ibadan were studied.
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Oluyombo (2012) examined the role of cooperative societiesral finance with
evidences from Ogun State, Nigeria. The data collectimtrument for the study
included a combination of interview, focus group discussion andstiqueaire
techniques. The study covered the activities of cooperatnvgeties located in rural
communities and villages outside the state capital and gmadrnment headquarters
where there is no electricity, water and tarred roadOgun State, Nigeria. Five
cooperatives were randomly selected in each local goverranemto make a total of 30
cooperatives out of the 90 cooperatives within the six Igoaernments. Thereafter, a
random sampling of eleven individuals from the membershipolisthe 30 chosen
cooperatives was selected to participate in the impact sujuegtionnaires. The

researcher also conducted interviews with 48 individuals.

Peace (2012) tried to establish the relationship between savatigs and credit
schemes and financial accessibility in Nyakagyeme Sub t@o&®ukungiri District. A
survey was conducted through the use of targeted sampling. Aioguese was
admitted to a total of 150 people were sampled in which all nefgab 142 of them were
members/beneficiaries of the Mitaana Sacco CreditSadngs scheme while 8 were
Staff members of Nyakagyeme SACCO. 53.3 percent of resptsndere Males while

the females constituted the remaining 46.7 percent. Tharobse chose a bigger sample
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size to win confidence desired and make the study repetsentHowever, the use of

targeted sampling undermines the degree of representatistutlygpossesses.

Oludimu (1983) set out with the objective of assessing sortieedactors which
influence the levels of demand for institutional cradithe rural sector of Nigeria. A
survey of 70 farmers from 7 local government areas in lbadas carried out. The
farmers interviewed were randomly selected from thosehaldcapplied for and received

credit from the Oyo State Investment and Credit Gaton between 1976 and 1981.

Shittu (2010) attempted to assess banking behaviour among rurahbioigsen South -
West Nigeria. He employed a multi-stage sampling methdek flrst stage of the
sampling involved the random selection of two (2) of siMte-western states (Ekiti and
Oyo states). The second stage involved the divisiorh@fStates into senatorial and
selection of two (2) Local governments areas in eacatggal district of the two states.
The third stage involved random selection of two (2) ruoamhmmunities in each Local
Government Area. At the final stage, ten (10) rural honidshvere selected in each rural
community. A total of 300 questionnaires were administeredEkiti = 120, Oyo state =
180) and 274 questionnaires were returned. He employed the weell-atructured
guestionnaire in the data collection. Also open discussieryviews as well as physical
observation were used to complement the data for accaratyeliability. The sampling

instruments involved socio-economic characteristicstid respondents, choice of
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banking methods and attitude of respondents towards convariemking. The
data obtained from the respondents were subjected to descrgtiveinferential
statistical analysis. Inferential statistics such asbiprregression was employed to
determine the choice of mobile bankers as the banking oethiothe rural households
and also to determine the choice of unorganized/informatihg system as the banking

method.

34. EMPIRICAL LITERATURE REVIEW

Oludimu (1983) set out with the objective of assessing sortteedhctors which
influence the levels of demand for institutional craditthe rural sector of Nigeria.
Evidence from the study seems to point to the fadt tte larger-scale operators with
huge returns from bigger hectares continue to have greatt seeds which are largely
being met. Results of his analysis revealed that, if progreris not taken, the vicious
cycle of low income, low farm size, low level of fainputs, low scale of operations and
low farm returns that presently afflict many farmersthe rural areas, would not be
broken. One major problem with his study was the total extnation on the farmers

while neglecting individuals in other forms of occupation.
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Oladeji and Ogunrinola (2001) examined the determinants of iafosavings in
south-western Nigeria. They found that the bulk ofrsgiof the respondents were not
to be found in commercial banks or recorded in official uhoents. They rather
patronised the informal financial institutions for suakisgs. They discovered that in the
south-western part of Nigeria, low income earners hhgedesire to save and they do
save. The result of their findings also showed thataagleincome exercised significant
impact on the savings behaviour in the informal sectomalt also discovered that the
marginal propensity to save in the informal financial se positive, less than one, that
marginal propensity to save is lower than average prdpettsisave in the informal
sector. The results also showed that the self-empldiedless educated and the rural
population identified more with informal savings and alseeha higher savings ratio

than other groups.

Soyibo (1996) showed that, in spite of financial liberalisgtithe volume of
business in the informal financial sector has been onintrease in Nigeria. It also
showed evidences that some informal operators use formalr daterest rates as a
reference point for charging higher rates. This contredithe hypothesis of interest-rate
convergence between the formal and informal sectors &swt of liberalisation. It
would appear that the existence of the informal finarmomket depends on other factors
besides policies of financial repression in the fornemt@. The study also discovered
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most of the informal operators have bank accounts becdtise need to ensure safety of

deposits and earning of interest.

Peace (2012) examined small savings and credit schemes auocidi
accessibility in Rural Areas, using Mitaana Sacco as @ sagly. Mitaana Sacco is a
savings and credit scheme in Nyakagyen®sub county in Rukungiri district, Uganda.
The study concluded that the establishment of a smallt@ed savings scheme has
played a positive role on the development of a ruralepEcNyakagyeme and that the
small credit and Savings scheme of Mitaana has led teeased rural financial
accessibility in Nyakagyeme. The study also reiterateat the rural people of
Nyakagyeme who have accessed financial services fromaiit&ACCO have used
them well and got profits which improved their financiatssaand hence improved their

standards of living.

Oloyede (2008) examined informal financial sector, savings molwlizand
rural development in Nigeria using Ekiti state as a stisdy. A majority of the group
(58.6%) patronized the informal financial sector as oppdsethe formal and many
respondents claim to utilize more than one mechanisnmts popular being the Ajo
group while money lending was discovered to be declining in itapoe. The study
further concluded that funds mobilized are effectively cated to such activities as

trading, farming, financing of formal education, etc., It visher discovered that the
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major problems besetting the effective performancentdrmal financial institutions
include utter neglect and lack of official recognitiortlodir activities, poor or inadequate
capital base for effective operation, poor record keepingude accounting systems and

gross mismanagement or embezzlement of funds by the erar@geaders.

Park and Ren (2001) studied the performance of Chinese inmatcé program
and found that the majority of the respondents 63%, 7199&¥din government, mixed
and NGO programs respectively reported that the program baghiran increase to

their household consumption.

Adebayo (1992) examined the pre-Colonial Institutional framewoidds
moneylending and loan Repayment among the Yoruba. He disdaverteby the time of
British conquest and colonial rule, the Yorubas had deeeloa variety of credit
institutions ranging from the interest free funds frBASCAS, to loan markets based on
kinship but which were also guided by the ‘capitalist' godlgprofit making and

accumulation.

Jerome (1991) showed that there is a general reluctancheopatt of rural
populace especially among illiterates to make use of the ssrycovided by the
organised financial system. The reasons attributed arecuh@ersome procedures

operating in these institutions coupled with distrust.tldiinkages, according to him,
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exist between these associations and the organised fingactak as none of the nine
ROSCAs surveyed is accessible to institutional sourcdmarfice. Interest rates were
found to be unprecedentedly high and often usurious. Theysvevealed that members
used a large part of funds received for clearly productivestments such as the
purchase of fertilizers, farm improvements, establishmentatfage industries etc.
Among the clearly less productive uses mentioned by patitspwere spending on
education, consumer goods and medical expenses. Thproduetive uses mentioned
were spending on ceremonies including funerals, bride wealtttiegpaand other

entertainments.

Udry (1990) established that nearly all loans are transactedhwhtéivillage or
kinship group. The transactions appear to be extremely iafpthey generally occur in
private with no witnesses or written record. Although borrower and lender negotiate
the size of loan, most transactions are carried out wutiteetting an explicit (nominal)
interest rate or repayment date. The simplest and dnestt penalty for a default is the
exclusion of the defaulter from future opportunities torrewy from the lender.
Alternative mechanisms for enforcing credit obligatians available by means of appeal

to the community authorities.

The study showed evidences of free information flow betviemders and borrowers, as

92% of all loan transactions are contracted within #raesvillage. Moreover, there is no
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indirect evidence of information asymmetries. The usecolfateral is relatively
unimportant; only 3% of loans reported using collateral, usuatig. The study also
showed no evidence of inter-linkage of the credit markét Vaind, labour or product
markets. Credit contracts were also shown to play aratalin risk pooling in the area
surveyed; the repayment owed by the borrower being dependehie absorption of

production and consumption shocks by both borrower and lender

Adeyemo and Bamire (2005) carried out a study on Savingslrams$tment
Patterns of Cooperative Farmers in South-western NigEne.study was undertaken in
four South Western statesEkiti, Ondo, Osun, Oyo states. The study discovered that
farmers increase their savings, as they grow old. Incomas, lepayment and amount
borrowed for the farm business significantly influenced Havings patterns of
cooperative farmers in South Western Nigeria. The resuheir study also showed that
the investment pattern of cooperative farmers are infeerby income, age, farming
experience and amount of borrowed fund in Ekiti statgjljasize and amount borrowed
in Ondo state; income, loan repayment and amount borrow@dun state; and income

and loan repayment in Oyo state.

Oladeji and Ogunrinola (1990) noted the assistance of tdéidral financial
institutions in mobilizing savings and dispensing credits gmpaople with small

incomes particularly in the rural sector. Specifically notihg roles of the Rotating
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Savings and Credit Association (ROSCA), the authors atfifitmation on its form and
the motivating factors for its patronage. Nevertheldgs study fails to make a survey of
the available strategies for managing the inequalityl@sgl associated with the scheme.
Besides, the study fails to show empirically the effeetSROSCA on investment

behaviour and capital formation in the contemporary Nagesector.

Oke et al. (2007) examined the factors that influence repaynfientcoocredit
among members of Country Women Association of Niged®WAN) and Federal
Agricultural Development Unit (FADU) in Ondo and Oyo Stadédligeria respectively.
They found that 88% of COWAN members repaid more than 70%eaf loans on or
before the due date while 90% of FADU borrowers paid their imand when due.
They reported that a kilometre increase in the distarideank to the clients reduces
repayment of loans by 0.92%. This is significant and tbgecla bank is to a client; the
quicker it is for loan repayment to be made. The studydothat loan repayment
increased by 0.27% based on additional naira loan, indicttat the programs clients
have more capacity to accommodate more loans toaiser¢heir productivity and
earnings. They suggested that any delay in disbursing cremlite@laces client’s ability
to repay loans to the extent that any disbursement detay flay may result to 0.98%
reduction in repayment. Their conclusion is that membeFADU are credit worthy and
COWAN members had easy access to loan facilities bypdbeer a client is, the more
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difficult it is for him/her to repay. The reasons fetesting COWAN in Ondo State and
FADU in Oyo State was not stated. The researchers, aisitted their data collection

methods.

Shitu (2010) attempted to assess banking behaviour among rural didgsigh
South - West Nigeria. The finding shows that a large p¢sge of the respondents are
undecided about higher volume of loan released by conwettibanks and loan
accessibility without stress in convectional banks. Alsogela percentage of the
respondents feel that convectional banks are far away ffural households and interest
rate on loan in convectional banks is high. This may eee¢hsons for their low level of
patronage. The choice of mobile bankers (Ajo) can be detednby their, age, years of
formal education, savings in convectional banks, mardi@tus, and traditional

leadership.

Oluyombo (2012) examined the role of cooperative sociatiesral finance with
evidences from Ogun State, Nigeria. Oluyombo (2010) showsnemease in the
acquisition of household and enterprise assets of memlbeéhe cooperative societies
resulting from their participation in the society. Thigeiterated by the physical capital
aspect of the social capital theory. Furthermore,fittencial capital in the theory also
explains the result of the increase in household incammeng the participants. However,

an increase in financial capital through enterprise @afity was not found and this
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may be because profits realised are spent rather thag lbetinvested. However,
according to Oluyombo (2010), a lack of increase in entergmsfitability does not

contradict the explanatory power of the social caplit@bry.

35 THEORETICAL FRAMEWORK

Evidence obtained from the literature (Anderson et al. (20&paba et al. (2005),
Basargekar, 2010; Oluyombo, 2012) shows that the social lcap#ary could be
relevant to this study. Therefore, for the purpose of ghisly, the social capital theory

would be adopted as the theoretical framework.

3.5.1 TheSocial Capital Theory

The social capital theory originates from socialipvhich was defined by the
World Bank (1998: 2) as the institutions, the relationships,attitudes and values that
govern interactions among people and contribute to eaenand social development.
Social capital has to do with the relationship thattexasnong people which is expected

to lead to social and economic development.

The social capital theory postulates that when peagil®r function in a group as

in a cooperative society or self-help group (like the Aja#tisclubs), it leads to the socio
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-economic development of the individuals in the groumupgrand the immediate
community where such group operates from. Social developimiehe improvement in
relationship between people while the economic developmativisible into two parts
as improvement in financial condition and physical progeeseh as material acquisition

and financial resources (Jainaba et al, 2005).

According to Henry and Schimmel (2011), financing arrangensetsneant to
meet members’ financial, economic and social needs. The economic needs can be met
through the financial and physical benefits derived by thebees, while social needs
relate to social benefits. Physical capital includesenwdtitems and products that can be
seen or touched and which shows an improvement in standdrdngf (Calkins and
Ngo, 2005). The use of the theory relates to the developaofescial, financial and
physical capital of individuals who are participants of@uba financing arrangement.
This is perceived to enhance the social capital of dimenaunity where people participate

in financing.

Anderson et al. (2002) suggests that social capital isheantin focus of finance
providers but, a by -product of their services which mawtb@ined or not. However,
Anderson et al. (2002) identified three main applications feruge of the social capital

theory. One is where rural finance is given to poor peoplerder to improve their
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business activities. Another is where services are degldyough groups and the last is

where the program focuses on females alone.

Also, Basargekar (2010) offered four reasons why researchersoogl capital
theory to determine the theoretical implication of rdnahnce program. They include:
where the program is used for females; where the progparates in group, to be able
to analyse the impact of the program on a community;vamelre loans are given for
enterprise use. This study focuses on the financial andcphy=pital that is made
possible by participating in financing arrangements. Thdicafons of social capital
theory imply the existence of physical, financial and adeeénefits that accrue to people

when they participate in a financing network.

The theory simply states that membership of an asgmtiatould lead to increase in
economic condition. The more the finance one recethesmore he is able to invest in

socio— economic project, the more the increase in his seeiconomic condition.

3.5.2 Critiqueof the Theory

A major critique of the use of social capital theolgiroed that it will be very
difficult to guarantee a common future of the individualsai group. Also, trust in a

group, as regards adequate loan repayment cannot be ascert@imedocial capital
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theory assumes that, what happens to a group will affecothenunity. However, where
the majority people in the community do not belong tcdhsgroup, this assumption may

not hold.

Anderson et al. (2002) affirm that the ability of financegveon to create new
social capital would be difficult to ascertain as finahproviders build on existing social
capital among the participants through the group. Pritdrdaelivery of the rural finance
services, societal ties are already in existence.efdwr the social capital that comes

from community social ties may not be the effecthef program.
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CHAPTER FOUR
EMPIRICAL ANALYSIS

40 INTRODUCTION

This chapter contains the methodology and all the refearmalysis peculiar to this study.
The chapter begins with a model specification based enSttcial Capital Theory.
Analysis is then done to determine the factors affectmanftial capital using the Social

capital theory. The chapter also contains descriptatéssts.

41 MODEL SPECIFICATION

The Social Capital theory indicates that membership sélf-help group (Ajo/Esusu or
Cooperative societies) would lead to an increase in tb&lsoapital. According to
Oluyombo (2012), social capital has three variants hantbe physical capital, the

financial capital and social capital itself.

Social capital = f (Membership of an Association).
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For the purpose of this study, the financial capital wdwddregarded as the
dependent variable as physical capital and social tapita relatively difficult to
guantify. However, other variables would be included to examine itifeience on the

size of financial capital an individual possesses.

With the Social Capital theory as the theoreticairfework, the model to be used

for the study is as follows:

AOFC = f (MOA, INC, INT, AGE, LRP, LAP, NOE)

AOFC = B, + By (MOA) + B, (INC) + B (INT) +By4 (LRP) + Bs (LAP) +Bs (NOE) + E;

where AOFC is the amount of financial capital

MOA is dummy variable representing Membership of an AssociatiAjo/Esusu or

Cooperative societies =1, Others = 0)

INC is income

INT is the interest rate on finance sought

LRP is the loan repayment period

LAP is the loan approval period
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NOE is dummy variable representing Nature of Employmentlf-€agployed =1,

Others=0)

B = Coefficient

E; = Error term.

411 A PRIORI EXPECTATION

From the social capital theory, membership of an aaBoniself-help group
should lead to an increase in the amount of financtadeand therefore an increase in
the social capital of an individual. Hence, there shoald positive relationship between
membership of an association (MOA) and Amount of Fir@n€&apital (AOFC).
Similarly, the more the income of an individual, therenthe financial capital he would
possess. Also, longer the loan repayment period, the fimanecial capital would be

sought. The longer the loan approval period, the loweathgunt of finance sought.
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4.2 METHODOLOGY AND ANALYTICAL TECHNIQUE

The data obtained from the respondents were subjected twiptige and
inferential statistical analysis. Inferential statist such as ordinary least square
regression and probit regression were employed to deterharfadtors affecting amount
of finance sought and to determine the factors that inflaehe choice of Yoruba

financing arrangement respectively.

Ordinary Least Square method helps to estimate the egpectmean value of
the dependent variable given the values of the independeiaibles. The independent

variable could be both quantitative and qualitative.

In models where the dependent variable is qualitativeolfective would be to
find the probability of the variable occurring. Hence, qualitatresponse regression
models are often known @sobability models. There are three approaches to developing
a probability model for a binary response variable: the lipeabability model (LPM),
the logit model, the probit model. The probit regressemimique was used in the work

of Shitu (2010) and Lawal and Abdullahi (2011)
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42.1. METHODOLOGY

Methodology can be defined as the procedures and methodsyethplioring the
course of research study. It is a body of knowledgedeacribes and analyses methods
indicating their limitation and resources, clarifying th@esupposition and consequences
and relating their potentials to research advances (Mi@91). It is also regarded as a

set of principles guiding the performance of a particaddivity.

This section encompasses area of study, sampling teelsniquethod of data collection,

sample size, test for validity and reliability of instients and method of data analysis

4.2.2. AREA OF THE STUDY

The study was carried out in Ibadan North local governmaribcal government
in Oyo State. It is a location densely populated withuar people. According to the
National population census of 2006, the Zone has a total poputHtidd6,795 and a

land area of 27k

4.2.3. SAMPLING TECHNIQUESAND SAMPLE SIZE

Sampling techniques are methods of selecting the samplesthiemopulation
(Omirin, 2008). The multi-stage sampling technique, albeit-nprobabilistic, was used

in the course of the study. A multi-stage sampling techniquelves many stages and
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gives opportunity to reach the actual subject of a sadipdetly. The non- probabilistic
element represents the purposive choice of the locatgad in the study. This as
explained earlier was as a result of the time and fiabroonstraint faced by the

researcher.

A total number of 100 individuals were selected during theseoaf the study.
South-western zone of Nigeria has six (6) States; tbestiage of the sampling technique
involved the random selection of one of the six sté@g state). The second stage
involved selection of one Local Governments area in diate (Ibadan North local
government area). A total of 100 questionnaires were admgudstéll questionnaires

were returned as they were personally administered bydbaraher.

4.2.4. METHOD OF DATA COLLECTION AND SAMPLING INSTRUMENTS

Primary data was employed in the course of the study.Wémssdone by the use
of well - structured questionnaire. A sizeable number of rdspondents could not
understand the questions, therefore the researcher hetetpret the questions into
Yoruba and fill in the responses. The sampling instrumemisided socio-economic

characteristics of the respondents, types of projectiertaken, various financing
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methods used, existence and practice of Yoruba financing emamys in the

contemporary society.

4.3.

PRESENTATION AND ANALYSIS OF DATA

4.3.1 SOCIO -ECONOMIC STATUSOF THE RESPONDENTS

The result of the socio-economic characteristicihef respondents are analysed and
presented below. The socio-economic characteristicespondents considered include
Age of the respondents, Gender of the respondents, mstatals of the respondents,

Religion of the respondents, educational status ofetigondents, household size.

Table 4.1 : Frequency distribution by Gender.

Cumulative
Frequency | Percent Valid Percent | Percent
Valid Female |47 47.0 47.0 47.0
Male 53 53.0 53.0 100.0
Total 100 100.0 100.0

SOURCE: FIELD SURVEY 2015
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From table 4.1 above, it can be seen that 47% of theméepts were female while 53%

were male. This shows that both facets of gender were amddyjuapresented in the

sampling pool.

Table4.2.: Frequency distribution by Age of the respondents.

Cumulative
Frequency | Percent Valid Percent | Percent
Valid Below 20 |7 7.0 7.1 7.1
21-40 48 48.0 48.5 55.6
41-60 34 34.0 34.3 89.9
Above 60 |10 10.0 10.1 100.0
Total 99 99.0 100.0
Missing  System 1 1.0
Total 100 100.0

SOURCE: FIELD SURVEY 2015
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From the table above, it can be seen that 48.5% ot#m®ndents fall within the
age category of 22 40, while 34.3% fall within the 41 60 category. 10.1% and 7.1%

fall within the above 60 and below 20 categories respectively.

TABLE 4.3. Frequency Distribution Of Respondents By Marital Status

Cumulative
Frequency | Percent Valid Percent | Percent
Valid Single 21 21.0 21.0 21.0
Married 73 73.0 73.0 94.0
Separated |3 3.0 3.0 97.0
Divorced 3 3.0 3.0 100.0
Total 100 100.0 100.0

SOURCE: FIELD SURVEY 2015

Table 4.3 shows that 73% of the respondents are married 2d#e are still

single and 6% are either separated or divorced.
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TABLE 4.4: Frequency Distribution Of Respondents By L evel Of Education.

Cumulative
Frequency | Percent Valid Percent | Percent
Valid  None 8 8.0 8.0 8.0
Primary level 14 14.0 14.0 22.0
Secondary level |31 31.0 31.0 53.0
Tertiary level 47 47.0 47.0 100.0
Total 100 100.0 100.0

47% of the respondents, from Table 4.4., are graduatediafyanstitutions while 53%

are either non- educated, primary school graduates ond&cy school graduates.
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Table 4.5: Frequency distribution of respondents by levelaoime.

Cumulative
Frequency | Percent Valid Percent | Percent
Valid Below N5,000 5 5.0 5.0 5.0

N(5,001-20,000) |36 36.0 36.0 41.0
N(20,001-50,000) |30 30.0 30.0 71.0
N(50,001-100,000) | 18 18.0 18.0 89.0
Above N100,000 11 11.0 11.0 100.0
Total 100 100.0 100.0

SOURCE: FIELD SURVEY 2015

Table 4.5 above shows that 41% of the respondents getsitN26,000 in a
month while 29% earn at least N50,000 in a month. Also, 30%eofedpondents earn

between N20,000 and N50,000.
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TABLE 4.6 : Frequency Distribution Of Repondents By Family Type.

Cumulative

Frequency| Percent | Valid Percent| Percent

Valid Monogamous| 88 88.0 88.0 88.0
Polygamous |12 12.0 12.0 100.0
Total 100 100.0 100.0

SOURCE: FIELD SURVEY 2015

From Table 4.6, 8® of the respondents are from a monogamous family while 12% are

from a polygamous family.
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TABLE 4.7: Frequency Distribution Of Respondents By Family Size

Cumulative
Frequency | Percent Valid Percent | Percent

Valid 1-4 45 45 45.9 45.9

5-8 51 51 52.6 98.5

Above 8 |2 2.0 15 100.0

Total 98 98.0 100.0
Missing  System |2 2.0
Total 100 100.0

SOURCE: FIELD SURVEY 2015

Table 4.7 shows that 54.1% of the respondents have a famglpfsmore than 4 people

while 45.9% have a family size of less than 4.
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TABLE 4.8: Frequency distribution of respondents by nature of employment

Cumulative

Frequency | Percent | Valid Percent Percent

Valid Public Service |21 21.0 21.0 21.0
Private sector 29 29.0 29.0 50.0
Self-Employment| 50 50.0 50.0 100.0
Total 100 100.0 100.0

SOURCE: FIELD SURVEY 2015

Half of the respondents, shown in table 4.8, are self-@yedl while the other half are

either employed in the private sector or public sector.
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TABLE 4.9: Frequency Distribution Of Repondents By Religion.

94

Cumulative
Frequency | Percent Valid Percent | Percent
Valid  Christianity 47 47.0 47.0 47.0
Islam 51 51.0 51.0 98.0
Traditional religion |2 2.0 2.0 100.0
Total 100 100.0 100.0

SOURCE: FIELD SURVEY 2015

The table 4.9 above shows that about 51 percent of the tesgsrare Muslims while

47 percent practice Christianity and 2% engage in TraditRabdion.
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4.3.2. PROJECT UNDERTAKEN BY THE PEOPLE OF YORUBA AND THE

WILLINGNESSTO TAKE LOANS

TABLE 4.10: Frequency Distribution Of Respondents By Willingness To Take

L oans.
Cumulative
Frequency Percent Valid Percent Percent
Valid Yes 64 64.0 64.0 64.0
No 36 36.0 36.0 100.0
Total 100 100.0 100.0

SOURCE: FIELD SURVEY 2015

From the survey carried out as shown in the table al&z\, of the respondents
have taken/plan to take loans while 34% do intend to . The megson stated for the
reluctance to take loans was the fear of default in repatywiethe loan. Some also

indicated that they felt they were in no need of loans.
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TABLE 4.11 Table Showing Types Of Project Undertaken By Respondents.

Type of Project undertaken/ How Loans are employed? Number(%)
Social Functions 19
Buy Land/Build House 23
Business or purchase of business equipment 56
Sponsoring self/children education? 35
To meet emergency situations 28
Buy Consumer durables 23
For Consumption purposes 16

SOURCE: FIELD SURVEY 2015

From the table 4.11above, 56% of the respondents indidesedhey used loans
obtained to finance their business. 35%, 28%, 23% and 23% uséahtizeto finance
self/child education, contingencies, purchase land/ build handepurchase consumer
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durables respectively. 19% and 16% used the loans for soegions and consumption

purposes respectively.

43.3 FINANCING PATTERNSAMONG YORUBA PEOPLE.
TABLE 4.12:. FREQUENCY OF RESPONDENTSBY CHOICE FINANCING
PREFERENCE
Frequenc Cumulative
y Percent | Valid Percent Percent
Valid | Personal Savings 31 31.0 31.0 31.0
Loans from Banks 9 9.0 9.0 40.0
Loans from frle_nds, family 6 6.0 6.0 46.0
and close relatives
Loans from Money lenders 2 2.0 2.0 48.0
Loans from Ajo/Esusu club: 27 27.0 27.0 75.0
Loans'from Cooperative o5 25 0 250 100.0
Societies
Total 100 100.0 100.0

SOURCE: FIELD SURVEY 2015

From the table 4.12. above, it would be seen that 31%eatgpondents prefer to

use their personal savings to finance whatever projeetswiant to undertake. 27% of

the respondents rely on Ajo/Esusu clubs for project fimgnahile 25% rely on loans

from Cooperative societies.
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Further Analysis as shown in the table below indicates rispondents in the public
service use loans from Cooperative societies in financingpgiso Also, 23 out of 50

self-employed respondents rely on their personal savmdke financing of projects.

TABLE 4.13: Cross Tabulation Showing Choice M ethod Of Financing And Nature

of Employment.

Nature of Employment

Self-
Public Private Employmen| TOTA
Service sector t L
Method
of Personal Savings 0 8 23 31
financing
Loans from Banks |6 1 2 9
Loans from friends,
family and close 0 2 4 6
relatives
Loans from Money
lenders 0 1 1 2
Loans from
Ajo/Esusu clubs 1 1 15 27
Loans from
Cooperative Societie 14 6 5 25
Total 21 29 50 100

SOURCE: FIELD SURVEY 2015
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Table 4.14: Cross tabulation Showing The Relationship Between Method Of

Financing And The Level Of Education.

Level of Education Total
Primary | Secondary Tertiary
None level level level None
Method | Personal Savings |5 3 12 11 31
of
financin | Loans from Banks |0 0 1 8 9
g .
Loa_ns from friends 1 1 5 5 6
family.
Loans from Money 1 0 1 0 2
lenders
Loans from
Ajo/Esusu clubs 1 10 1 S 21
Loans from
Cooperative 0 0 4 21 25
Societies
Total 8 14 31 47 100

SOURCE: FIELD SURVEY 2015

The table 4.14 shows that 42 out of 51 respondents with atan®stondary level

of education prefer using their personal savings and loamns Ajo/Esusu clubs. 10 out

99



PROJECT FINANCING AMONG THE PEOPLE OF YORUBA.

100

of 14 respondents with the primary level of education préferloans from Ajo/Esusu

clubs.

TABLE 4.15. Frequency Distribution By Amount Of Finance Received.

Cumulative
Frequency | Percent Valid Percent | Percent
Valid Below N20,000 27 27.0 27.0 27.0
N(20,001-50,000) |32 32.0 32.0 59.0
N(50,001-100,000) | 28 28.0 28.0 87.0
Above N100,000 13 13.0 13.0 100.0
Total 100 100.0 100.0

SOURCE: FIELD SURVEY 2015

From the table above, 60% of the respondents receivedce of a sum between

N20,000 and N100,000 . Further analysis as shown in the table beloaténthat 7 out

of 13 (56%) above N100,000 finance received were issued out by éEs&s.37% of

20,001~ 100,000 finance were issued out by Cooperative societies.
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TABLE 4.16: Cross-Tabulation Showing Relationship Between Method Of

Financing And Amount Of Finance Received.

AMOUNT OF FINANCE RECEIVED

N(20,00 | N(50,00
Below 1- 1- Above
N20,000 | 50,000) | 100,000)| N100,000| TOTAL
Method | Personal Savings 19 6 3 3 31
of
financing. | Loans from Banks 0 1 1 7 9
Loans from friends
family and closq 2 4 0 0 6
relatives
Loans from Money 0 1 1 0 5
lenders
Loans from Ajo/Esusi 6 13 8 0 27
clubs
Loans from
Cooperative Societies 0 ! 15 3 25
Total 27 32 28 13 100

SOURCE: FIELD SURVEY 2015
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TABLE 4.17: Satisfaction Of Respondents From Financing M ethods

Wasthe amount received sufficient to finance the project?

Cumulative
Frequency | Percent Valid Percent | Percent
Valid Yes 73 73.0 75.3 75.3
No 24 24.0 24.7 100.0
Total 97 97.0 100.0
Missing System |3 3.0
Total 100 100.0

SOURCE: FIELD SURVEY 2015

73% of the respondents believe that the finance they recams sufficient to
finance their projects while 24% were not. Further analysishasvn in the table 4.18
below indicates that 50% of respondents that obtained lyans the bank were not
satisfied with the amount of finance received while 30% 29®% of Ajo/Esusu and

cooperative society’s patronisers were not satisfied.

102



103
PROJECT FINANCING AMONG THE PEOPLE OF YORUBA.

TABLE 4.18: Cross-tabulation showing the relationship between method of

financing and the satisfaction of respondents.

Was it sufficient to finance
the project? Total
Yes No
Method of| Personal Savings 22 7 29
financing
Loans from Banks 6 3 9
Loans from friends, family an
. 5 1 6
close relatives
Loans from Money lenders 2 0 2
Loans from Ajo/Esusu clubs | 20 6 26
Loaps' from Cooperativi 18 v o5
Societies
Total 73 24 97

SOURCE: FIELD SURVEY 2015
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4.3.3.1 SAVINGSHABIT OF RESPONDENTS

TABLE 4.19: Do you think saving is necessary?

Cumulative
Frequency | Percent Valid Percent | Percent
Valid  Yes 98 98.0 98.0 98.0
No 2 2.0 2.0 100.0
Total | 100 100.0 100.0

SOURCE: FIELD SURVEY 2015

98% of the respondents believe saving is necessary while ontjcRf6t believe.

The major reason indicated was that they were too oldvta sa
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43311 PREFERRED METHOD OF SAVING BY RESPONDENTS.

TABLE 4.20: Table Showing The Preferred Saving M ethod Of Respondents.

Cumulative
Frequency | Percent | Valid Percent| Percent

Valid Bank 43 43.0 43.4 43.4
Ajo/Esusu 36 36.0 36.4 79.8
Cooperative Society 10 10.0 10.1 89.9
Keeping money at homq 10 10.0 10.1 100.0
Total 99 99.0 100.0

Missing | System 1 1.0

Total 100 100.0

SOURCE: FIELD SURVEY 2015

43% of the respondents prefer the use of Banks as a methHim@dncing while
36% preferred using the Ajo/Esusu medium. 20% of the resporuerfies to save either

at home or with a cooperative society.
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TABLE 4.21: Cross tabulation Showing The Relationship Between Preferred

Saving M ethod And Financing M ethod

SAVING METHOD Total
Ajo/Esus | Coop.
Bank u Society Home
Personal Savings
FINANCI
NG 13 12 0 6 31
METHO
D
Loans from Banks 6 0 3 0 9
Loans from friendg
family 2 0 0 3 5
and close relatives
Loans from Money 1 0 0 1 2
lenders
Loans from Ajo/Esus 5 29 0 0 27
clubs
Loans from
Cooperative Societies 16 2 ! 0 25
TOTAL 43 36 10 10 99

FIELD SURVEY 2015.
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From the table above, 22 out of 36 (61%) respondents & gsing the
Ajo/Esusu medium are able to receive finance from thgrprome while 5 out of 43
(11.6%) respondents that use banks are able to. This renelatderscores the

efficiency and reliability of the Yoruba financing arrangeimen

TABLE 4.22: Correlation Between Income And Amount Of Finance.

Monthly | Amount  of
Income | finance

Monthly Income Pearson Correlatio] 1 T44(%%)
Sig. (2-tailed) .000
Amount of finance Pearson Correlatio| .744(**) |1
Sig. (2-tailed) .000

** Correlation is significant at the 0.01 level (2-tailed).
Author’s computation using SPSS15.

The table above uses the Pearson Correlation ceeffim an attempt to show

relationships between the variables (income and amoufinafic§g. From the table
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above, it can be seen that the income and amouimarice sought has a strong positive

relationship (r = 0.74).

TABLE 4.23: Frequency distribution of respondents by statementkeorelative ease of

Yoruba financing methods.

Frequency distribution of respondents by statements emetative ease of Yoruba financir
methods

Easy Not Difficult | Missing | TOTAL
Sure

Relative to banks, how would you descr| 86 6 8 100
joining the Yoruba financing
arrangements?
Relative to banks, how would you descr| 86 7 7 100
saving in the Yoruba financin
arrangements?
Relative to banks, how would you descr| 54 28 11 7 100
withdrawing money saved in the Yoru
financing arrangements?
Relative to banks, how would you descr| 57 27 8 8 100
obtaining loan from the Yoruba financir
arrangements?
Relative to banks, how would you descr| 59 31 2 8 100
repayment of loans to the Yoru
financing arrangements?

SOURCE: FIELD SURVEY 2015
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From the table above, 86% believe joining and saving in thebéofinancing

arrangement is easy. 54% and 57% of the respondentsebedigndrawing money saved

and obtaining loan from the arrangement is easy respéctivhough 31% were not sure

about the relative ease of repaying back a loan, 59%vbelies easy.

TABLE 4.24: Frequency Distribution Of Respondents By Statements On The

Existence, Practice And Importance Of Yoruba Financing Arrangements.

Frequency distribution of respondents by statements on the existence, practice and

importance of Y oruba financing arrangements.

Statements SA |A NS SD Missing
1. Availability of financing| 32 60 7 0
arrangements has led to an increas

the success rate of proje

development.

2. Yoruba financing arrangemer 50 39 6 3

supports low income groups.

3. Yoruba financing arrangemer 41 50 5 2

mobilise sufficient funds for it

members.
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4. Yoruba financing arrangemet
are the source of revenue which sn
investors use to finance their soc

economic projects.

28

44

14

10

5. Yoruba financing arrangemet
provide advisory services to i

members.

18

22

18

36

6. Conventional banks loans attr
higher interests.

36

41

15

7. Form filling in conventiong

banks is discouraging.

50

43

8. Loan processing under Yoru
financing arrangements is simple a

easy.

38

50

9. Yoruba financing arrangemer

require collateral security for a loan.

19

29

38

10. Yoruba financing arrangemer
give a favourable credit period |

borrowers.

22

51

22

11. Yoruba financing arrangemer

are easily accessible al

27

61

10
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approachable.

12. Conventional banks relea 20 21 28 25 | 6

higher volume of loan at a time.

13. Small amount of loans a 11 25 38 24 |2
available in unorganized financi

institutions

14. Involvement in Yoruba financin 41 51 8
arrangements has improved {
investment culture of the Yoruk

people.

15. Increased access to financing ( 61 34 5
lead to improvement in the standard

living.

SOURCE: FIELD SURVEY 2015

From the table above, 92% either strongly agree or adpseatvailability of
financing arrangements has led to an increase in thessuate of project development
Likewise, 89% either strongly agree or agree that Yorubanging arrangements
supports low income groups. 41% and 50% strongly agrees and eggpestively that
Yoruba financing arrangements mobilize sufficient fundstibbomembers. 28% and 44%
strongly agrees and agrees respectively that Yoruba fimprarrangements are the

source of revenue which small investors use to finance sbeial economic projects.
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40% either strongly agree or agree that Yoruba finanawrangements provide advisory

services to its members while 42% strongly disagrees or desagr

Similarly, 77% either strongly agree or agree that cotmveal banks loans attract
higher interests. 93% either strongly agree or agreefohat filling in conventional
banks is discouraging. 88% either strongly agree oreatirat loan processing under
Yoruba financing arrangements is simple and ea8y% either strongly disagree or
disagree that Yoruba financing arrangements requiretexlasecurity for a loan. 73%
either strongly agree or agree that Yoruba financingngenments give a favourable
credit period to borrowers.27% and 61% strongly agrees and agrees respectively that

Yoruba financing arrangements are easily accessible andaaable.

Furthermore, 41% either strongly agrees or agrees thaentional banks release
higher volume of loan at a time while 28% are not sure and @5&grees. 36% either
strongly agrees or agrees that small amount of loansawadable in unorganized
financial institutions while 38% are not sure and 24% disagrée add to this, 41% and
51% strongly agrees and agrees respectively that involkemeNoruba financing
arrangements has improved the investment culture of the & greple. 61% and 34%
strongly agrees and agrees respectively that increasedsato financing can lead to

improvement in the standard of living.
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4.3.4 ORDINARY LEAST SQUARE ESTIMATION OF THE MODEL

This analysis is done to estimate the parameters afiafied model.

With the Social Capital theory as the theoreticahfework, the specified model is as

follows:

AOFC = f (MOA, INC, INT, AGE, LRP, LAP, NOE)

AOFC = B, + By (MOA) + By (INC) + B (INT) +By4 (LRP) + Bs (LAP) +Bs (NOE) + E;

whereAOFC is the amount of financial capital

MOA is dummy variable representing Membership of an Assonia{idjo/Esusu or

Cooperative societies =1, Others = 0)

INC is income

INT is the interest rate on finance sought

LRP is the loan repayment period

LAP is the loan approval period

NOE is dummy variable representing Nature of Employment. @&ulioyed =1,

Others=0)
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B = Coefficient

E; = Error term.

Table 4.25: Result of Ordinary Least Square Regression alelMo

Variable Coefficient Probability
C 19414.89* 0.0072
MOA 8351.655*** 0.0930
INC 0.475269* 0.0007
INT 212.5663 0.4891
LRP 438.4487** 0.0247
LAP 361.7188** 0.0328
NOE 6647.368 0.2643
R-squared 0.582313
Adjusted R-squared | 0.541891

Durbin-Watson stat | 1.726597

* Statistically significant at 1% level
**Statistically significant at 5% level
*** Statistically significant at 10% level
SOURCE: Field Survey 2015.

4.34.1. INTERPRETATION/DISCUSSION OF RESULT
The intercept is significant at 1% level of significanged shows that the

estimated average amount of financial capital held bytreba is about=N19, 415.
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Membership of a financing arrangement is significant at 1@%el of
significance. This means that an individual that is iel&lselp group like the Ajo/Esusu
or cooperative society would witness an increase irfitla@cial capital possessed. This
finding conforms to the social capital theory. From 8tady, the average value of
financial capital held by individuals in a self-help grosiNi27,767.

Income is significant at 1% level of significance and hapositive influence on the
amount of finance invested. This matches a priori expeataf N 1 increase in the

amount of income would lead to a 48k increase in the anwiuimance sought. This

further underscores the strong positive correlation betvilcome and amount of finance
recorded in table 4.22.

Interest is not significant, which implies that it dowg influence the amount of
finance sought for. There should be a negative relationdiip. reason behind this
occurrence can be attributed to the low level of finan@glable in the informal financial
sectors. The Yoruba financing arrangements, for exaropégge no interest. One would
expect more finance to be available in this method. How#hieris not the case.

Loan repayment period is significant at 5% level ofngigance and has a
positive influence on amount of finance. A 1 week ineeasthe period of time a loan

has to be repaid is likely to lead+o N 438 increase imtheunt of finance.
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Loan approval period (LAP) is significant at 5% level igihdicance and it has a
positive coefficient. However, there should a negativatigiship between the loan
approval period and the amount of financial capital sobghtuse a long loan approval
period will discourage individuals from obtaining loans. Thason for this should be
similar to the reason advanced for the insignificanceatefest rates. Though the Yoruba
financing arrangements have shorter loan approval peribdse tis a limit to the
available amount of financial capital.

Nature of Employment (NOE) is insignificant in the deterrmaraof the amount
of finance.

The result indicates an R-squared value of 58%, depictiag 38% of the
variations in the amount finance sought are explainethidexplanatory variables. If the
adjusted R-Squared value is much lower than the R-Squarnesl italk an indication that
our regression equation may be over-fitted to the saraptepf limited generalizability.
However, in this case, the values are close. Also, theiD¥vatson statistic shows that

there is no cause for alarm as regards serial caoelatthe model.
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4.3.5. DETERMINANTS OF THE CHOICE OF YORUBA FINANCING

ARRANGEMENTS

In an attempt to determine the factors influencing thecehof Yoruba financing
arrangements, the study will adopt Shitu’s (2010) mobile banker’s model (Ajo 0joojumo)
with some modifications. . The specified choice of mobile bankers’ model for his study

was as follows: Y = f( X Xz, X3, X4, Xs, Xg, X7, Xg,Xg, Xlo,xll)

where Y is mobile bankers (Ajo ojoojumo, the dependent va)igal= Gender; X

Age; X3 = Household’s size; X4 = Marital status;Xs = Year of formal educatignXs
Cash crop productiorX; = Arable crop productionXg = Savings in conventional banks

Xg = Livestock productionX i = Traditional leadershipXy; = Artisans.

According to Adebayo (1992), the mobile bankers representhendorm of
informal finance prevalent among the Yoruba people. Theresince this study focuses
on Yoruba financing arrangements which are largely inforthalmobile banker variable
would be replaced with the informal finance arrangementmbla (Ajo/Esusu). The
factors affecting its choice would then be examined. Howeegiable X, X;, Xo,
X10,X11 would be eliminated from the model. This is because thahlas are assumed to

be of minimal importance with respect to this study.
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4.3.5.1. MODEL SPECIFICATION II

The model to determine the choice of Yoruba financing gewmrent would

therefore be stated as follows:

FAEC= f (INC, INT, AGE, FMSYX&AV, AV MS SEX NOE, REL ).

FAEC= B, + By(INC) + By(INT) + Bs(AGE) + B4(FMS) +Bs(YSAV) + Bg(SAV)+

B/(MS)+ Bg(SEX)+Bg (NOE)+Bio(REL)+E;

where,

FAEC = Finance in Ajo/Esusu Clulfghe dependent variable). (Ajo/Esusu = 1, Others =

0)

INC = Income.

INT= Interest

AGE = Age (years).

FMS= Family size.

YSAV= Years of saving

SAV= dummy variable for choice saving method (Ajo/Esusu= 1e&th 0)
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MS= dummy variable for Marital status (married = 1, othef§

SEX= dummy variable for Gender. (female =1, non-female=0)

NOE= dummy variable for Nature of employment (Self-emptby1, non-self-employed

:O)

REL= dummy variable for Religion. (Christian=1 ,non-Ghen =0)

B = Coefficient.

E; = Error term

119



120
PROJECT FINANCING AMONG THE PEOPLE OF YORUBA.

4.3.5.2. PROBIT REGRESSION ESTIMATION OF THE MODEL

TABLE 4.26: Result of Probit Regression on Model Il

Variable Coefficient Prob.

AGE 0.034500*** 0.0945
INC -2.40E-05** 0.0278
INT -0.234802** 0.0270
MS 1.011322*** 0.0712
NOE -0.706955 0.1255
REL 0.201320 0.6458
YSAV -0.054927*** 0.0753
FMS 0.066280 0.6545
SAV 1.768546* 0.0000
SEX -0.728991 0.1524
McFadden R-squared 0.520759

*1% level of significance

** 5% level of significance
***10% level of significance.
SOURCE: Field Survey 2015.
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4.5.3.3. INTERPRETATION/DISCUSSION OF RESULTS

Age: Age is significant and has a negative coefficient. Thiglies that the higher the
age the lower the probability of patronising Yoruba financimgaregements. The
significance shows that age is one of the socioeconahacacteristics that affect the
choice of Yoruba financing arrangements. This matches thgori expectation. This
contradicts results obtained in the works of Shitu (2010) addy@mo and Bamire

(2007).

Monthly Income: Monthly Income is significant at 5% level of significenand has a
negative coefficient. This implies that the higher the inedhe lower the probability of
patronising Yoruba financing arrangements. The significance sti@aivage is one of the
socioeconomic characteristics that affect the @hoicfinancing method. This contradicts
the findings of Shitu (2010). This further reiterates thet flat Yoruba financing

arrangements are designed for low income groups.

Interest: Interest is significant at 5% level of significanceldras a negative coefficient.
This depict that a lower interest rate is likely to leadah increased probability of
patronising Yoruba financing arrangements. This also empiricaitlerscore that the

Yoruba financing arrangements charge low interests.
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Marital Status. Marital status is also significant (at 10% level oingigance) and has
positive coefficients. This implies that a married pard@as a higher probability of
patronising Yoruba financing arrangements. The significanoc&skthat marital status is
one of the socio-economic characteristics thatcaftee choice of Yoruba financing

arrangements. Similar results were obtained in the wadr&hitu (2010).

Nature of Employment: The nature of employment variable is not significant an
therefore, does not have any effect on the probabifitghoosing a Yoruba financing

arrangement.

Religion: The religion variable is not significant and therefatees not have any effect

on the probability of choosing a Yoruba financing arrangement

Years of Saving: The longer the years of saving of an individual, the lower
probability of patronising Yoruba financing arrangements. vetm@ble is significant and

depicts a negative relation.

Family size: The family size variable is not significant and therefaloes not have any
effect on the probability of choosing Yoruba financing ageament. In the work of
Adeyemo and Bamire (2007), this variable was significant andahaebative influence

on the choice of a Yoruba financing arrangement.
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Saving Method: Saving method is significant at 1% level of significarocel has a
positive coefficient. This depicts that if a personsusiee Ajo/Esusu method as his
preferred saving method, there is a high probability thrafp#rson would choose that

method as his choice financing method.

Sex: The sex variable is not significant and therefore sdo@ have any effect on the
probability of choosing a Yoruba financing arrangement. ¢aigradicts the findings of
Shitu (2010) who discovered that females are more likely ¢éothes Yoruba financing

arrangement.

The McFadden R- squared of 52.7% also indicates that tdisgenodel is a good fit

for the data.
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.0 Introduction

The study examines project financing among the people of YorTiba.chapter presents

summary of the findings, conclusion and recommendations

51. SUMMARY OF CHAPTERS.

Chapter one introduced the term ‘project financing’ as the raising of capital for
the development or execution of a particular projdtte statement of the problem
identified poverty, inadequate access to finance and thi&icieecy of the formal
financial system as problems faced by individuals and smedtgrises in Nigeria. Most
of the work that have be done in the area of informahfiean South-West Nigeria has
focused on majorly on savings and investment. The aspeotwoYhbruba people finance

projects has been relatively untouched. This justifies ¢lee for this study.

Chapter two examines the background to the study. The yhistdhe Yorubas
was explored from the various version; the mythological aigratory version. The
socio-political and economic organisations were algploeed. Trend showing an

increase in the amount of finance sought for by the Yorubaisasshown.
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Chapter Three examined the various literatures in this arkea. theoretical
framework was also specified to be the Social Capitabherhe social capital theory
postulates that when people act or function in a group ascooperative society or self-
help group, it leads to the economic and social developofehe group, individuals in

the group and the immediate community where such group epdramn.

Chapter Four includes the methodology, model specificatimhdata analysis.
Primary data was used in the course of the study. Theadet@btained through the use

of questionnaires. Descriptive and Inferential Statistiese used to analyse the data.

5.2. SUMMARY OF MAJOR FINDINGS

The research focused on project financing among the pebjgleruba. It tried to
determine factors that influence the choice of Yorubanfimay arrangements. A total of

100 respondents were selected for the purpose of the study.

The socio-economic characteristics of the respondéatswere studied include
age, sex, marital status, educational level, family aimkreligion. Based on the analysis
of socio-economic characteristics of these rural hmlds, it was discovered that there
were more male respondents than female counterparteirsttidy area. It was also

observed from the findings that higher percentages ofedgondents are in their active
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age. A greater percentage of the respondents are makised.most of the respondents

have attained education up to the secondary school level.

The study showed that about 36% of the respondents avelig to take loans
owing from the fear of defaulting and the believe that they in no need of one.
However, findings from the study show that loans soughtaferused for productive
purposes such as the purchase of equipment, purchasing obiaklitig of house and

sponsoring self-education. 81% of the respondents nevelasselfor social functions.

The study discovered that personal savings was the prefgrred form of
financing by the Yoruba. This was closely followed by thendo&om Ajo/Esusu clubs
and loans from Cooperative societies in that ordesnskdrom moneylenders are the least
preferred. The findings also suggested that a large pegeeotaublic service employed
individuals patronised the cooperative societies for lohile self-employed individual
would rather use their personal savings. Also, half ofréispondents that sought loans

from the Banks were not satisfied with the amount af loeceived.

The findings from the study suggest that most people (43%)isaaventional
banks while 36% save in Ajo/Esusu clubs. Furthermore, thiatrge proportion of
individuals saving in the Ajo/Esusu clubs are able to sourcledns from the club while

very few individuals saving in the bank get loans from thkba

126



127
PROJECT FINANCING AMONG THE PEOPLE OF YORUBA.

Also, the finding shows that larger percentage of the relgpds are not sure if
large volume of loans are released by conventionaksamnd if loan are accessible

without stress in conventional banks.

The study showed a strong positive relationship between m@nmd amount of
finance sought. The Pearson correlation coefficientOof4 was estimated. This
underscores the importance of income in the undertakipgoggcts. With more income,

individuals are able to undertake various kinds of projects.

The amount of finance sought by Yoruba people, accordinpetdindings are
determined by the membership in a self-help group, income, égaryment period, loan
approval period. Also, the choice of Yoruba financing areamgnt as the preferred
method is greatly influenced by monthly income, interes, raarital status, years of

saving, preferred saving method.

5.3. CONCLUSION

The contribution of the Yoruba financing arrangements @¢oNlyerian economy
is quite significant. Based on the findings, it was reagahat Ajo/Esusu is the most
preferred source of finance by individuals, after their gk savings. It was also

discovered that formal financing methods are deficianthe provision of loans. This
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forms the bases for the low level of patronage dedpitdeict that conventional banks are
reliable and trustworthy. The study also showed the inoigasportance of Cooperative
societies in the provision of finance in the country eisfigcamong the public service

employees.

The study also underscored the importance of incomeh@srdevelopment of
projects. The excessive reliance on personal savingsdcpfinancing underscores the
urgent need for improvement in the financial sector efdbuntry. The use of personal
savings shows the level of faith that individuals placehm system. A consistently
reliable source of finance is needed to foster projeceldpment that would lead to
economic development. The lower the income of indivisludde lower their investment
in socio-economic projects. The strong correlationwbeh income and amount of

finance underscores this.

5.4. POLICY RECOMMENDATION

The preceding analysis has brought some findings thatitmolieation to this study.
Based on the findings the following recommendation is ntadaddress the problem

finance in Nigeria.
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1. Yoruba financing arrangements should be strengthened througdrngzent
intervention so as to guide their activities and ensuttergecurity. This is one of
the reasons why people have sought refuge in Cooperatietis®avhich offer

better protection for their funds.

2. Formal financials systems should relax their crediicpd to ensure increased

patronage.

3. Conventional banks should extend their operation unit tol/waedlucated

individuals by making use of the Yoruba financing arrangements.

4. Cooperative societies show a lot of promise. Howeverchiageging of interest on

loans makes it a less preferable option to the Yoruba fingraerangements.

5. Commercial banks should introduce effective banking packageggmmes
aimed at helping low or income groups, or better still, therafinance bank

framework should be improved.

6. Introduction of interest free and collateral free loaas help stimulate the level
of investment in socio-economic projects. In pursuit ainr@mic development,

government can aim policies to this effect.
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7. A positive correlation was recorded between income armuatrof finance (r =
0.74). Therefore, government should aim its policies @towing the welfare of

citizens through their wages. Provision of employment wbald good start.

55. LIMITATION OF THE STUDY

As with most undergraduate thesis, the major limitatiordan the course of the
study was the time and financial constraint. This study dvbialve been better using a

longitudinal study.

Also, some of the respondents, due to illiteracy, could natenstand the
guestions in the questionnaire. The questionnaire had tadrpreted to them in local
Yoruba language and filled in by the researcher. Adequate cavsis, however, taken to
avoid bias. The entire process made data collectiorvitegi tedious and time

consuming.
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APPENDIX 1
QUESTIONNAIRE

Dear respondents,

This is a research questionnaire aimed at collecting intiwman project financing
among the people of Yoruba. Your response will enable thendws to arrive at a
conclusion for research purpose. It is strictly fordaeaic purpose and your responses
will be treated with optimum confidentiality.

SECTION A: PERSONAL DATA

1. Sex: Female ( );Male ( )

A @ 17011 1 Y: 15 (0 s

3. Age: Below 20 ( ) 21-40( ); 4160 ( ); Above 60( )

4. Nature of Employment: a) Public Service (), b) Pev8ector ( ); c¢) Self
Employment ( )

5. Marital status: Single ( ), Married ( ), Separatex Divorced ( ); Widowed ()
6. Monthly Income: ...........cooiiiiiiii

7. Level of Education : a) None ( ) b) Primary ( ) §econdary level ( )
d) Tertiary level. ()

8. Type of Family: a. Monogamous ( ) b. Polygamous (. Qthers, Please specify

9. Family Size: ...l

10.Religion: a.) Christianity ( ); b.) Islam ( ))cTraditional religion ( ); d.) Others,
Please specify .......ooviiiiiiiiii
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SECTION B: DIFFERENT TYPES OF PROJECTS UNDERTAKEN
BY THE PEOPLE OF YORUBA.

1.) Do you take or intend to take loans? Yes ( ); No ( )
2.) IFNO, WhY? oo

3.) If Yes, what do you do or plan to do with the loans? (wtlere appropriate. You
can tick more than one.)

)] Social functions (e.g. birthday, wedding, burial)et

i) Buy Land/Build a house.

iii)  For business or purchase of business equipment.

iv)  Sponsoring self/children education.

v)  To meet emergency situation

vi) Buy Consumer durables (e.g. Fridge, T.V., Furniture, Elamispetc.)

vii)  For consumption purposes

viii) Others, |

SECTION C: VARIOUS FINANCING ARRANGEMENTS
UNDERTAKEN BY THE YORUBA.

1.) How do you finance projects? (Tick where appropriate.)

i) Personal Savings

) Loans from Banks

iii) Loans from friends, family and s@relatives
iv) Loans from Money lenders

V) Loans from Ajo/ Esusu clubs

Vi) Loans from Cooperative societies

Vi) Others, pleas

2.) Which of these financing media above do you use most2.............ccccccoevvnene
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3.) Why do you use this medium? (Tick where appropriate.)
a. Easy Accessibility

b.  No/Minimal Collateral requirement

c. Noor Low interest

d. Low bureaucratic process/paper work

e. Others|

4.) How much did you get from the financing arrangement indic@e2 above?

5.) Was it sufficient to finance the project? Yes ( ), N9 (

6.) If No, what other source(s) did you seek funasnf? .............................

8.) How long were you supposed to pay back? .............cccoeeviiviiinnnn..

9.) How long does it take to approve loans requested? ......................

10.) Do you think saving is necessary? Yes( ) No( )

11) IFINO, WHY? ..

12) If yes, through which medium do you save? (Tick where apatep)
Bank
Ajo/Esusu.

Cooperative Society

With trusted friend

Keeping money at home

—~lo|alo|o|p

Others, Please specify |

13) Which of these saving media do you use most?.....................

14) For how long have you been using thisthod? ..........................
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15.) Relative to banks, how would you describe the following comogr
Yoruba financing arrangements? (Tick whepgropriate.)

EASY | NOT SURE | DIFFICUL

i)  Joining the financing programme.

i) Saving in the financing programme.

i)  Withdrawing money saved.

iv)  Obtaining loan from the financing programme.

v)  Repayment of the loan

SECTION D: EXISTENCE, PRACTICE AND IMPORTANCE OF THESE
FINANCING ARRANGEMENTS IN OUR MODERN CONTEMPORARY
SOCIETY.

Kindly indicate whether you strongly agree (SA), agree(A), disagree(D) or strongly
disagree (SD) with the following statements. NS means Not Sure

SA |A NS |D SD

1. Availability of financing arrangement
has led to an increase in the succ
rate of project development.

2. Yoruba financing arrangemen
supports low income groups.

3. Yoruba financing arrangemen
mobilises sufficient funds for it
members.

4. Yoruba financing arrangements are {
source of revenue which smag
investors use to finance their soc
economic projects

5. Yoruba financing arrangemen
provide advisory services to |
members.
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6. Conventional banks loans attract higf
interests

7. Form filling in conventional banks i
discouraging.

8. Loan processing under Yorul
financing arrangements is simple a
easy.

9. Yoruba financing arrangements requ
collateral security for a loan.

10.Yoruba financing arrangements give
favourable credit period to borrowers

11.Yoruba financing arrangements g
easly accessible and approachable

12.Conventional banks release high
volume of loan at a time.

13.Small amount of loans are available
unorganized financial institutions.

14.Involvement in Yoruba financing
arrangements has improved t
investment culture of the Yoruk
people.

15.Increased access to financing can I
to improvement in the standard
living.
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APPENDIX 2
RESULT OF E-VIEWS REGRESSION ON MODEL SPECIFICATION |

Dependent Variable: AOFC
Method: Least Squares
Date: 02/18/15 Time: 10:36
Sample: 1100

Included observations: 69

Variable Coefficient ~ Std. Error t-Statistic Prob.

C 19414.89 6985.040 2.779497 0.0072
MOA 8351.655 5485.660 1.522452 0.0930
INC 0.475269 0.132446 3.588399 0.0007
INT 212.5663 305.4933 0.695813 0.4891
LAP 361.7188 165.6437 2.183716 0.0328
LRP 438.4487 190.4916 2.301670 0.0247
NOE 6647.368 5900.662 1.126546 0.2643
R-squared 0.582313 Mean dependent var 64521.74
Adjusted R-squared 0.541891 S.D. dependent var 32106.03
S.E. of regression 21730.56 Akaike info criterion 22.90675
Sum squared resid 2.93E+10 Schwarz criterion 23.13340
Log likelihood -783.2830 Hannan-Quinn criter. 22.99667
F-statistic 14.40607 Durbin-Watson stat 1.726597
Prob(F-statistic) 0.000000
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APPENDIX 3
RESULT OF E-VIEWS REGRESSION ON MODEL SPECIFICATION |1

Dependent Variable: FAEC

Method: ML - Binary Probit (Quadratic hill climbing)
Date: 02/16/15 Time: 06:48

Sample: 1100

Included observations: 95

Convergence achieved after 6 iterations

Covariance matrix computed using second derivatives

Variable Coefficient Std. Error z-Statistic Prob.

C -1.534884 0.866595 -1.771166 0.0765

AGE 0.034500 0.021799 1.582664 0.1135

INC -2.40E-05 1.09E-05 -2.199964 0.0278

INT -0.234802 0.106192 -2.211117 0.0270

MS 1.011322 0.560502 1.804314 0.0712

NOE -0.706955 0.461420 -1.532130 0.1255

REL 0.201320 0.438086 0.459544 0.6458

YSAV -0.054927 0.030882 -1.778604 0.0753

FMS 0.066280 0.148124 0.447461 0.6545

SAV 1.768546 0.425142 4.159894 0.0000

SEX -0.728991 0.509350 -1.431217 0.1524

McFadden R-squared 0.520759 Mean dependent var 0.273684

S.D. dependent var 0.448214 S.E. of regression 0.323898

Akaike info criterion 0.794102 Sum squared resid 8.812442

Schwarz criterion 1.089814 Log likelihood -26.71983

Hannan-Quinn criter. 0.913591 Deviance 53.43966

Restr. Deviance 111.5089 Restr. log likelihood -55.75445

LR statistic 58.06924 Avg. log likelihood -0.281261
Prob(LR statistic) 0.000000

Obs with Dep=0 69 Total obs 95
Obs with Dep=1 26

Computation done by the Author using Eviews.
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