1.0 INTRODUCTION

Capitd accumulation has been emphasized as the mgor factor governing the rate
of devdopment. This accumulation of red physicd capitd stock has been viewed
as permitting more roundabout methods of production and greater productivity,
thereby providing an additiond future stream of income to society. Whether it is
financed from internad or externd sources, the accumulation of capitd in any
developing economy requires the mobilization of economic surplus (Meir, 1989).
That is, for an economy that wants to increase its red capitd formation, the
objective must be to provide a climate receptive to importation of resources from
outside and the encouragement of domestic savings.

In developing countries (such as Nigeria) experiences have shown that foreign
cgpitad done cannot cregte any permanent bads for higher standard of living in
future and that grester dependence on domestic sources of finance facilitates more
the successful implementation of any planned economic development.  (Agu.
1984). More so, the current trends in the flow of assistance to developing
countries is actudly declining and are not keeping pace with actud needs. At a
time when dl countries have a need for an ever-increasng volume of resources to
promote their economic development, it has become difficult to secure foreign
funds, and recourse to such funds entalls serious disadvantages because it creates
serious economic  dependency upon the creditor countries and increases the
burden of debt.

The economic redities in Nigeria have therefore consderably reinforced these
aguments in favor of greater emphass on domestic resources mobilization.
Infact, the Nigerian data reveds a smdl volume of savings and a low voluntary
saving rae (as low as 8%). In the past two decades, the country aso witnessed an
amosphere of crisgs and disgppointment. The nations Stuaion was in many ways
dramatic, which resulted in enormous and fast growing deficits.  This is in
addition to the country’s heavy debt burden. The aid has dso stagnated and the
conditions of internationa credits are becoming more and more tough and the
possibilities to increase Nigeria s exports are diminishing as recesson degpens.

It is therefore increasingly evident on the grester need and effort to mobilize
domestic savings in Nigeria, if a desred economic development is to be achieved.
This dependence on domestic sources of capitd, therefore, requires a wide range
of independent wel-organized and adapted financid inditution, which has to
mobilize internal resources for the purpose of capitd formation and dlow the
capitd to be invested conveniently and fredly into desired devel opment ventures.

Commercid banks, the basc component of financid inditutions, shoud be thus
the mgor rdevant important inditutions, which encourage and mobilize savings
and channed savings into productive investment because of their network of
offices. It is agang this background that this sudy ams a exploring in the light



of past trends, the role and scope of commercid banks as financid intermediaries
in mobilizing domestic savings for deveopment and the condrants in the
efficient performance of thisrole,

Gengdly, the objective of this sudy is to provide an in-depth andyss of the
Nigeria commercid banks, with a focus on its savings mobilization aspects and
effects of policies on their operation. We shdl aso examine the peformance of
other savings inditution, which conditute an important financid group in the
Nigeria financid market.  Smilarly, other nonfinancid savings inditutions shll
adso be examined. Based on our evauation, policy recommendation on how the
resource mobilization role of these inditutions can be enhanced will be made.

This sudy is andyticd and econometrical focusng on a developing country’s
cae. The choice of Nigeria is made out of the researcher’s interest given the
nation's present economic problems and circumstances. The higtoricd period
covered by the sudy is thirty-one years period (1960-1990) and the econometric
time series period is twenty years (1970-1989). This coverage is partly
congtrained by the stringent limitations of data availability and time period.

The rest of this paper is organized as follows. Section two reviews the literature
and describes the various savings inditutions.  Section three presents savings
performance evauation while dso identifying the generd condrants to savings
mobilization in Nigeria  Findly, section four presents policy reform proposas
and concludes the paper.
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Saving is a sacrifice of current consumption that provides for the accumulation of
capita, which in turn, provides additiond output that can potentidly be used for
consumption in the future (Gersovitz, 1988). In other words, savings is the
difference between current earnings and consumption. It has adso been defined as
“deferred consumption” or part of income, which is not spent.  Savings in an
economy can assume one of severd forms  These include persond savings,
corporate or business savings and Government savings. Of these, the household
savings or persond savings has been agreed to contribute the substantia part of
aggregate savings in both indudridized and developing countries (Klaus, Webb
and Coresetti, 1991).

21 KEYNESIAN AND NON-KEYNES AN SAVING FUNCTIONS

Based on underemployment equilibrium, the Keynesan revolution made saving a
function of income and income a function of invetmet as opposed to the
neoclassicd view of saving as a deleminant of invetment. The Keynesan
savings (consumption) function, in its most commonly used form is linear with a
constant marginal propengity to save (Keynes, 1936). That is

S = B taYg 3 <0,0<a <1 (@)

Where S is gross domestic saving, Yy is gross nationa product, and a; is the
constant MPS.

Though equation (1) is the most popular specification of the absolute income
hypothesis, severd dternatives has been employed to achieve a better idea of the
movement of the average saving effort overtime. For example.

S = Bo + bylnY, 2
And InS = Co + CylnYy 3

Equation (2) implies that the totd levd of saving, for b1>0, will increase with
income, but at an ever decreasing rate.

In Equation (3) the term C; represents the congtant income eadticity of nationd
sving. Different vdues of C; imply dterndive sets of reaionships between the
average and margind propensties to save if C; = I, then APS = MPS; if G>lI,
then MPS>APS; and if Ci<l, then MPS<APS. Another example is given as
follows

IPop = a0 +a (Yy/Pop) (4)



Equation (4) shows the relationship between per capita gross domestic saving and
per capitaincome. Pop represents population.

Studies of saving behavior in developed countries have utilized three dternatives
to the Keynedan saving-income rdationship, namey Duesenbery “Rddive
Income’ hypothess, the Friedman “Permanent Income’” hypothess and the
modigliani-Brumberg-Ando (MBA) “Life cyc€e’ hypothess (Mikesdl and Zinser,
1973).

Friedman's (1957) “permanent income’ hypothesis is the darting point for a
vaiey of specfications of the saving-income rdationship. In its mos smple
form the linear equation is

S = a+alYpt+a YTt (5)

Where Yp; is pemanent income and YTt is trangtory income in year t.
Permanent income is defined in terms of a Long-run expectation over a planning
period, and trandgtory income is the difference between actud income Yt in any
period, t and permanent income.  Friedman's hypothess is that individuds
consume Vvirtudly no trandtory income (MPST = 1). This implies a heavy
reliance on past behavior as a determinant of consumption spending; but changes
in trangtory income will immediaidy lead to changes in the leve of saving. Two
dternative specifications of the permanent income hypothesis are found in sudies
of saving behavior: the asset adjustment modd and the growth rate of income
modd.

The Modillion and Ando (1963) lifetime income hypothess postulates that
individuds adopt a planning horizon for ther lifetime consumption. It is assumed
that individuds plan no ne-life time saving but attempt to soread their lifetime
consumption evenly over ther lives by accumulating enough savings during ther
eaning years to maintain the consumption standard during retirement.  The MBA
modd implies that in a society with dationary population and income there would
be no aggregated net persond saving since the dis-saving of the retired would
exactly offst the saving of the employed. And that an increase in income in a
paticular year will affect tha year’s consumption but will adso incresse saving
sncetheindividua seeks to equdize consumption over hisremaining life span.

In the smplex modd of saving, a dngle individud tha lives for T periods
(I=o,..., T-1), receives income of Yi and consumes Ci in the ith period. If an
individua does not desire that Yi = Ci, he can and does borrow or lend a an
interest rate r in the ith period. The only condraint on the individud’s choices is
that the present vaue of Lifetime Consumption, C, cannot exceed the present
vadue of life-timeincome, Yt-1

T-1 T-l



C ° a [CG ]£ a [Yi_ ]eoy (6)
I=0 (1+n)' i=0 (1=n)i

So much for the opportunities faced by the decison maker. His god is to
maximize the sum of the discounted utility of consumption in each period. The
decisonrmaker’'s problem (For T=2) dong with condition (6) holding as an
equdity, yidds optima vaues of consumption, Co* and G* Current savings are
then a resdud, Yo-Co, dependent egs (1) and the particular time profile of
income (Gersovitz, 1988).

James Duesenberry (1949) developed a modd of relative income hypothesis in
which he agued that consumption behavior of individuds can be Dbetter
understood by congdering their reatve rather than absolute incomes.  His
andyss is based on two rdative income hypotheses. Firdt, he argued that
consumers are not o much concerned with their absolute level of consumption as
they are with ther consumption redive to the rest of the population and secondly
tha an individua dso condgders the leveds of consumption atained in the
previous periods dong with his rdaive income in meking his consumption
decisons. Thus, the aggregate ratio of savings to income depends on the leve of
present income relive to previous peak income, Y*.

Recent theories have examined the motivation for saving among individuds.
Virmani (1986) identified three basc reasons for savings to underteke future
personad consumption, to make provisons for expenditure on children and to
leave bequest to their hers (and others). Strumpd (1976) saw the motivation to
save as dependent on the strength of the gods that are to be served through
saving, the insrumentdity of saving and the drength of the mativation to spend.
These theories explan the determinants of saving udng both macro and micro-
economic factors. Hence they were able to answer certain questions that are very
crucia to household or private saving behaviors.

2.2 MACRO VARIABLESAND SAVING RELATIONS

Rahman (1968) suggests a “psychologicd” hypothess to explain the reationship
between cepitd imports and saving: an increese in foregn funds causes a
relaxation of government saving rate. He suggested the following theoretica
function:

SYy = ata (fiYy (7)

However, Landau (1969) suggested that a relaxation of saving effort can only be
made manifest by a decrease in taxation or by a reative increase in government
goending (an increase in government consumption or a decrease in government
invetment). His empirical function was a regresson of saving on net cegpitd
inflow and gross nationa product:



S = bo+blYg+ bof )

Singh (1971) concludes that foreign capitd is a subditute for domedtic savings
and that the degree of subditution varies inversdy with the leve of average
saving behavior. He suggests that “sdf-hdp’ in mobiliziing domestic saving is
not only a condition for maximizing the benefits of foreign ad; it is a sne qua
non for redizing any benefits of foreign ad. However, Areskoug (1969) reaches
the pessmigtic concluson that “it is highly quesionable whether the steedy flow
of long-term, but repayable, capitd to underdeveloped countries in the end
contributes to their domestic capita formation and growth potentia”.

Development economists have usudly regarded the level and structure of taxation
a an extremdy important variable in the determination of domegtic saving, and
fiscd policy has been regarded as a means of mobilizing savings to promote
growth (Hdler, 1967). Mog theoreticd function of the effects of taxation on
saving shows the reationship between government saving and increased revenue.
Landau (1969) employed the following equations.

SYg=a+a (T/Yy ©)
SyfYg=ho + by (T/Yy (10)
SyYq=Co+ Cay(T/Yg) + Cz (Y/Pop) (11)

The diverson of privale saving from Land or inventory speculaion or from
invessment in foreign securities to the public treasury is not an undesrable
development. On the other hand, taxation that reduces the incentive and ability of
private firms to renves their earnings in productive undertakings might be
regarded as an undesirable means of raising governmenta revenue regardiess of
what the government does with its revenue (Mikesell and Zinzer, 1973).

The relationship between interest rates and aggregate saving involves a number of
complex theoreticadl and econometric problems, the most important are separating
out income and subditution effects of interet changes, quantifying the role of
expectations and planning horizons in saving decisons, and solving a difficult
econometric identification problem (Wright, 1967) and (Weber, 1970). Further, it
seems likdy that interest rates are more dgnificant in determining the channds
into which savings will flow in the devdoped and developing countries than in
dtering saving propengties (Suits, 1970). Moreover, it is quite concelvable that a
period of negative red interest rates will disrupt the established savings pattern
for most income classes. Some income receivers may tend to save more out of
concern for future security, especidly if they can acquire relaively secure assets.

Some theoreticd functions have been used to show a podtive reationship
between exports and saving (Lee, 1971); many of these have dso suggested a



positive relationship between the rate of growth of exports and the rate of growth
of nationd product. But collinearity between the independent variables employed
in the saving function renders difficult the determingtion of the gSgnificance of
exports as an independent determinant of saving. Mogt scholars believe that
vaiability of export is dosdy associated with savings. However, it is difficult to
accept the fact that the export sector has a higher propendity to save than other
sectors.  Only an analyss of income and saving by sector, together with credible
hypothess, would support this concluson as agangt any of severd other
explanations for the association between exports and saving.  (Milkesdl and
Zinser, 1973).

Summarily, aggregate saving is a function of a number of interdependent
vaiables, which together with saving propensties determine the course of
economic development.  Nevertheless, grester knowledge of saving propensties
of different categories of Tran sectors, eg., households, private corporations,
farmers, and unincorporated urban firms, is highly desrable for policy guidance
in the areas of taxation, interest rate policy and financid policies generdly.
However, some writers including King (1971), Landau (1969) and Hooley (1967)
have pointed to the inadequacies and lack of comparability of data on savings in
the developing countries.  An obvious implicaion is that aggregate savings
esimates are subject to a rather wide margin of error and ex post saving does not
provide atrue measure of savings effort.

23 SAVINGSMOBILIZATION

The question of mobilizing domedic savings for devdopment has attracted as
increesingly greater attention of researchers. United Nations (1951) dtates that the
mgor source of increased domestic capitd formation must be increased savings
and that developing countries should prepare programmes to stimulate domestic
svings involving the extenson of savings inditutions and measures involving
taxation and in order to ensure that capitd moves into the most productive uses.

Authur Lewis (1955) dressed that it is particularly important to simulate savings
among the peasants because of the role which agriculture has to play in economic
development. Rostow (1958) in his stages of Economic growth noted that during
the take off, the rate of effective savings and investment must rise from 5% of the
nationd incometo 10%.

Awaeness has grown in this fidd as a result of interndtiond activities The
United Nations Secretariat, Internationd Savings Banks Association (SSBA) has
been co-opeaing dosdy in the programme of action amed a assding
developing countries.  To this regard, they have jointly organized series of
technicd workshops on policies and techniques amed a mobilizing domestic
savings in developing countries.  Although the workshop have influenced aspects
of Socid Mohbilization process, they agppear to have had the most sgnificant effect
on two mgor aspects of the process, namey, the inditutiond framework and
incentive techniques and have been generdly insrumenta in cregting a cataytic
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effect in regard to saving consciousness a the policy making levd in developing
countries (Wirmark, 1983).

FORMAL SAVINGSINSTITUTIONS

The need to devedop domegtic financid market inditutions and paterns of
behavior necessary to generate and mobilize scare resources as a key condition
originated in the classc work of Schumpeter (1934). Although the rdative
magnitude of the impact atributed to banks and other financid inditutions in
developing countries differ, there is an acceptable consensus that financid
resources are a very important factor in economic development (Shirma, 1978).
Since financid resource mobilization problem is very closdy tied up with savings
problem, the later gpproach requires an inditutiond arangement which
encourages and mobilizes savings on one hand, and which channds savings to
mohbilized into productive investment on the other.

In other words, greater dependence on domestic sources of capital requires a wide
range of independent wdl-organized and adapted financid inditutions, which
have to mobilize interrdl resources for the purpose of cepitd formation (Agu,
1984). Commercid Banks, the basic component of financid inditutions, should
be thus the mgor reevant important inditutions which encourage and mobilize
savings because of ther network of offices, through their norma credit operations
often activate savings lying idle dsawhere and the bank’s liabilities which are
pat of money supply ae highly liquid and thus atract savers (Khathate and
Riechel, 1980).

Commercid Banks through ther intermediation role between savers and investors
have dfected the volume as wel as mobilization of savings, by providing the
market with the diverdfication of indruments that will meet the precise liquidity
needs of savers and a the same time making financid resources available to the
investors over a rdatively long-period in accord with their needs.  Unfortunatdly,
there has been a limited gppreciation of the influence of financid technology
embodied in the qudity and vaiety of financid indruments developed by
financid inditutions, on savings and cgpitd formation in developing countries
due to the dominant influence of Keynesan macroeconomic development (Bhdtia,
1978).

According to the standard Keynesian macroeconomic theory:
S=1f(1,1W) (12)
Where S =rate of savings, 1 =income, | = rate of interest and w = wedth.
Financid technology is not among the explicit arguments of the above equation.
But because synchronization of the recept and disbursement of income is an

important objective of saving entities the kind of financd instruments made
avalable by financd intermediaries will affect the meagnitude of savings
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Savings, therefore, cannot be regarded as a given datum available for portfolio
choicee The volume of savings is influenced by financd technology and
therefore equation (1) may be re-specified as.

S=f(11,w,1)

Wheret=a 4 Ay and
jxn

Ajn = the monetary vaue of the nth asset of the jth inditution of the financid
market. The technology (t) however, depends on a number of factors such as the
extent to which the business units depend on externd sources for their finance,
and how much on internd financing.

The Stock Exchange as a component of the capitd market plays an invauable
roe in mobilizng long-teem savings to finance long-term invesment. It is the
pivot around which every activity of the capitd market revolves and hence centra
to the entire capital mohilization process. The capitd markets have definite roles,
in terms of providing risk capitad of long-term dructures, which plays unique
roles in ensuring the liquidity and the dability of the financid sysem. The
securities and the non-securities markets are within the broad classfication of
capitd market. The non-securities markets comprise banks and  bank-related
inditutions and are mainly intermediate in debt and debt-rdated ingruments. In
mogt developing and devedoped countries, this cdass of financid inditutions
peforms mos of the functions of financid intermediaion while the securities
markets mobilizes long-teem savings to finance invesments of long-term nature
and to provide equity risk capita to entrepreneurs (Sethness, 1988 and Popid,
1990).

In addition to these inditutions, there are others that speddize in mohilizing
savings ether from specidized groups or from the public a large. This caegory
includes the insurance companies, the federd saving bank, the federal mortgage
bank, the merchant bank, post office saving bank, and provident and penson
founds. They dl have in common their purpose of mobilizing the savings of the
saver and having a their disposd large funds that are, by definition, long-term
funds. The dl have in common their purpose of mobilizing the savings of the
saver and having a ther digposad large funds that are, by definition, long-term
funds.

INFORMAL SAVINGSINSTITUTIONS

The great bulk of the African population makes little or no use of formd savings
and lending inditutions. Because they offer redively low returns, savers are
rductant to use formd inditutions (Miracle, Mirace and Cohen, 1980).
According to Wa (1972), norrindtitutional source of credit are ill much more
important than inditutional source in Africa, Ada and middle esst.  Informd



savings and loan associations have been reported in a little less than hdf of the
countries of Africa (See Appendix A) and as a rule a large proportion of the locd
population makes use of them. The unorganized financid sector condsts of
individuds and intermediaries such as moneylenders, traders, friends, landlords,
pawnbrokers, fixed fund associations, mobile bankers, rotating savings and credit
organizations, and co-operative thrift and credit societies.

The fixed-fund associations are the ones in which each paticipat gives savings
a regular intervals to a treasurer who, in turn, holds them for safe keeping and
then returns the lump sum at the end of the year, or whatever period the group has
decided on. In the smplest case, there is no borrowing and organizations have a
savings function only. Under more complicated arangements the aggregate
deposit of a group, or some portion of it may be earmarked to buy something, or
finance a project of benefit to the entire group. Participants in these informd
banking arangements seem to believe tha they save more than they would
because of the discipline of having to regularly meet with the rest of the group
and make a deposit. The association can provide members a variety of other
economic  benefits such as a means for organizing beneficid joint action,
exchange of economic intelligence, and assstance in technicd and managerid
aspects of their business.

The savings and loans associations, which have receved by far the greatest
atention in the literature, are those in which each participant contributes to a fund
that is then given to one member each time the group meets. The right to the fund
rotates until every one has recaived the fund. This group has frequently been
cdled “rotating savings and credit associations” (ROSCA). The rules by which
the groups operate vary greatly. However, dl savings and loan association with
rotating funds have savings as one feature.  The order in which individuds get
the collective deposts seems to commonly change each cycle hence many
participants expect overtime to have an average podgtion better than last but less
good than fird.

As borrowers, paticipants in associaions with a rotating fund may get loans a a
zero rate of interest for a duration that can be predicted only after the cycle starts
and the sequence of rotation has been determined. As lenders, members are able
to earn on their money only their share of such payments plus whatever they can
make as money lenders by re-lending outsde the group, or investing the portion
of the collective depodt. Rosca are manly found among people shaing a
common occupation (Farmers, Market women, etc). They operate a completely
voluntary sdf-regulaied environment permitting greet flexibility. There is a high
degree of competition in these organizations and the market in which they operae
presents a paradoxicd combination of high competiion and Oligopolistic
eements. Socid pressure on potentials defaults keeps the number of defaults low
and administrative cost isaso low (Miracle, Miracle and Cohen, 1980).

10



23C

Quditative data from some pats of African countries suggest that savings
accumulated and loans acquired through fixed and rotating-fund associations are
used for a large variety of purposes. The diversty of the uses can be found in
Appendix B. A amattering of specific examples of uses of the funds throughout
Africa illugrates the multitudinous reasons for participating in these associations.
Widdy reported is use of funds for persond needs, oftentimes conssiing of
normd, daily expenditures.

In some places it is not uncommon for traders to make deposts with a mobile
banker who vidts them regularly. In some cases the banker commonly keeps one
deposit per time period as his fee and returns the rest in one lump sum a the end
of the period. He may extend credit to depostors.  Frequently, these
economicaly powerful individuads are members of cartes and traders fed under
pressure to make deposits regularly.

There are arangements — other than paying wages by which African famers and
other occupationd groups procure labor. Rotating workgroups may hire
themsdlves to farmers as a group, sharing the proceeds or using them to establish
a fund used for loans to members or to finance group or community projects.
Fishing provides 4ill other types of informa resource mobilization.  Fshermen,
or the traders who market their product, not uncommonly are involved in informa
arangements through which loans to acquire nets boasts or other needed
equipment are repaid in labor or kind.

Gregter atention to inditutions of this sort, and other smilar inditutions will
contribute not only to a better underdanding of the magnitude of savings but
perhaps, equaly importantly, to how savers and investors now interact; a set of
information that is dealy rdevat to naiond inditution — building efforts
(Bouman, 1977).

THE GOVERNMENT SECTOR

The sum of savings of dl individuds and households is the nationd levd of
pesond savings  If dl individuds were identicd as regards ther saving
behavior, then aggregate saving would smply be the product of a sgngle
(representative) individud’s saving and the sze of the population. To the extent,
however, that individuds do differ in cheracterisics that impact on their saving
behavior, the didribution of these characteridics in the population is a
determinant of nationd savings. The difference between private savings and
persond savingsis retained earnings. The saving of the corporate sector.

Government affects the level of national savings in two ways. Firg it chooses the
level of one of the three components of nationd savings, government savings by
rasng income for itsdf through taxatiion. Second, government indirectly affects
the other two components through its influence on the incentives to save faced by

11



households and corporations. While the government can choose the leved of its
own savings directly, a change in this varidble need not imply a one-for-one
change in nationd savings. The other sectors may respond in such a way as to
offset the government’s actions a least to some extent. Government dso affects
private savings without necessarily dtering the volume of government savings
Adminidrative regulation of credit markets affects the rate of return that savers
ean in deveoping countries.  Choices between the taxaion of income and
taxation of consumption dso have implications for the after-tax rate of return that
savers earn (Gersovitz, 1988).

3.0 SAVINGS PERFORMANCE EVALUATION

3.1NIGERIA FINANCIAL MARKET

Developing countries in generd have dways atributed the intringc problem of
economic development to inadequate savings capacity of the populace. It is dso
argued that the problems of promotion and mobilization of savings are caused; by
inadequecies in the dructure of financid markets and the dengty of financid
intermediaries.  Indeed, Lewis (1970) observed that there is a whole range of
sving inditution thet can be developed and that experience shows tha the
amount of savings depends partly on how widespread these facilities are.  Support
for this argument has come from some empiricd evidence that has shown savings
to be responsgve to the number, avallability and efficency of financid market
(Wai, 1972).

Empiricd evidence from Nigeria is presented in Table 1 (See dso appendix F).
Gross domedtic savings was regressed on the number of banks and number of
branches in Nigeria, respectively. Our regresson results tend to support the
above argument. One of the reasons why financid development may indtigete in
increase in the aggregate volume of red savings is the direct inditutiona effect
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(Abdi, 1977). This implies that saving is an inditution dadtic, and the exigtence
of financid inditutions may promote high margind propendties to save
Furthermore, devdopment of financid markets and the multiplication of financid
inditutions are expected to affect the form of savings and mix of deposts
(Weisbrod, 1980).

TABLE 1

NIGERIA: PRESENTATION OF ECONOMIC RESULTS

EQUATION | CONSTANT | BA BR | NSR RSR | R° | ADJUSTED | F-STATISTIC

1 -8896.62 795.13 75 | .74 56.01
(-3.22) (7.48)

2. -1404.55 13.45 44 | .41 14.54
(-0.40) (3.81)

3. -1862.63 1737.05 55 | 52 21.97
(-0.63 (4.69)

4. 6084.25 32415 .09 | .04 1.86
(1.69) (-1.36)

5, -3005.06 1661.41 | -136.47 | 56 | .51 11.05
(-0.90) (4.291) | (-0.78)

NOTES: Thefiguresin parentheses are t values
Endogenousvaridble = GDS Gross domestic saving/
Exogenous variables = BA (Number of banks)

BR (Number of bank branches)
RSR (Red saving rate)
NSR (Nomind saving rate)

It is therefore necessary to examine the growth of branch network of commercid
banks in Nigeria because it gives a sngpshot of the physica dructure of the
commercid banking syssem and the scope for effective mobilization of savings.
Nigeria operates a nation-wide branch banking system as opposed to unit banking
gydem, and there is no law limiting the branching of commercid banks within
and among the thirty dates including the Federd Capitd Territory (Abujg). In
fact, these have been a remarkable increase in recent years in the number of
branch bank offices in the country. As table 2 indicates there were only 190 bank
offices owned by 12 banks in 1960. By 1975, the number of banks branch offices
rose to 17 and 433 respectively. There were 58 banks with 1,877 branch offices
in 1990. The growth rate of bank offices has been postive over the period 1960-
90, with the highest growth rate of 17.6 percent being recorded in 1981.

This encouraging increase in bank offices was due to the first, second and third
phase of rurd banking scheme. By the end of December 1990, for ingtance, a
total of 58 bank offices have been edtablished, and out of 1877 bank offices, 771
were located in the rural areas. Apart from the period 1960-64 the average branch
office per bank has been increasing, rising from 16 in 1965 to about 47 in 1985.

However, it fdled to 32 branch offices per bank in 1990. This tremendous growth
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in bank offices has enhanced the savings mobilization scope of the commercid
bank.

In relation to the size and populaion of Nigeria, there is 4ill the inadequacy of
banking fadilities in Nigeria In fact, she is under-banked with ratio of one bank
office to 57,784 in 1990. This does not compare favorably to the densty of Bank
offices in other countries such as the United State with 1:6,000 (Okigbo, 1981).
The implication of this low bank dengty is clear. Fird, a lot of savings are not
being mobilized, and thus a lot of savings remain idle or disspated owing to lace
of inditutions to mobilize them (Khakhate and Riechd, 1980). Secondly,
Nigeriahas ill along way to go in habituating the people to modern banking.

TABLE 2
1 2 3 4 5 6 7
Number Number Growth rate of | Average Population Number  of
Year of Banks | of Branches Branch per | (‘000) Per sons Per
Branches Bank Bank
1960 12 10 - 15 51,598 271,568
1961 13 195 2.6 15 52,921 271,390
1962 17 210 7.7 12 54,278 258,467
1963 17 218 3.8 13 55,670 255,367
1964 17 226 3.7 13 57,062 252,487
1965 15 240 6.2 16 58,489 247,704
1966 15 253 5.4 17 59,951 236,960
1967 14 881 11.1 20 61,450 218,683
1968 14 298 6.0 21 62,986 211,362
1969 13 302 13 23 64,561 213,778
1970 13 318 5.3 24 66,175 208,097
1971 16 340 6.9 21 68,160 200,470
1972 16 358 5.3 22 70,205 196,103
1973 16 383 7.0 21 72,311 186,801
1974 17 403 5.2 21 74,480 184,814
1975 17 433 7.4 25 76,714 177,169
1976 18 450 3.9 25 76,800 170,667
1977 19 487 12.9 26 78,556 154,638
1978 19 609 152 32 80,563 137,715
1979 20 666 14.9 33 82,621 122,1948
1980 20 733 10.1 31 84,732 114,503
1981 20 862 17.6 43 86,850 101,754
1982 22 984 14.1 45 89,021 90,468
1983 25 1,01 11.9 44 91,246 82,875
1984 27 1,242 12.8 46 93,527 75,303
1985 28 1,290 3.9 46 19,865 74,314
1986 29 1,360 5.4 47 98,261 72,250
1987 34 1,476 8.5 43 100,717 68,236
1988 42 1,652 11.9 39 103,234 62,490
1989 47 1,849 11.9 39 105,815 57,8282
1990 58 1,877 14 32 108,460 57,784
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NOTE: The population is projected a 2.5 per cent increase per anum using the 1963
censusfigure.

SOURCE: (@D} Population Bureau Office, Lagos
2 CBN, annud reports and statement of accounts (various issues)
3 World Bank, World Table, 1991
4 CBN, Statistica Bulletin, December 1990
) I.M.F. International Financid Statistics Y ear Book, 1991
(6) Agu (1984)

Ancther limitation to savings mobilization is the fact that the concentration of
banks and their offices are biased in favor of urban areas. Among the reasons for
this, is the fact that the edtablished banks erroneoudy underate the volume of
savings seeking to be mobilized and channeled into productive investment in the
rurd areas. It is often argued that since the rurd economy operates at a near
subsgence leve, there is very little that can be squeezed out of income and
consumption. Because of this, it has not been redized that large volumes of idle
funds, though in smdl units per individua exist in the rurd aress.

Financid represson is yet another factor that affects and conditutes a great
problem to savings mobilization and resources alocation by commercia banks.
A proponent of financid represson hypothess, identified that the sources of
represson are government legidation policies such as legd redrictions on
activities and interest rate policies tha digtort the full operation of the market
mechanism in fixing prices for financid resources (Shaw, 1973). According to
the proponents since repressons show ther effect on limited savings generated
because of interest rate ceilings on deposts, the hypothess is ultimatdy reducible
to interest rate policies.

Interest  rates in Nigeria ae inditutionaly determined and administered.
Consequently interest rates are not a good indicator of the abundance or scarcity
of capitd in the economy. Appendix C shows the interest rate Structure in the
economy; which reveds the satic nature of the interest rate over a period. For
ingance, for five years, 1970-1974, interest rates on savings depodts remained
low and datic a 3 per cent; it rose margindly in 1975 to 4 percent and remained
the same till 1978. Theresfter, it has fluctuated dightly between 5 and 16.4% in
19879. The same is true to time depost raies. There would have been nothing
worrying about the datic and low interest rates, if the rate of inflation had been
dable over the years. But it was not. In fact, inflation has become a permanent
feature of the Nigerian Economy as shown in Table 3. There & bound to be as
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adverse effect of inflation on the red rate of return on savings with return
dedining with high rate of inflation.

Thus, it has been contended that the leve of financid represson through negative
red interest rates (dso shown in table 3) poses important microeconomic
questions concerning an economy’s ability to accumulate financid assats in red
terms, and the volume of national savings. It has therefore been argued that one
reeson for the rductance of savers to use banking inditutions is that they offer

relaively lowers returns (Ragazzi, 1981).

TABLE 3
1 2 3 4 5 6 7
Gross Gross GAP Premium Federally Inflation
Year Domestic Domestic Disequilibria Life Collated Rate (1)
Savngs Investment (GDS-GDI) Insurance Revenue (Percent)
(GDS) Mmillions Nmillions N'000 (FCR)
Nmillions Mmillions

1970 1,240 1,260 -20 700 633.3 13.8

1971 1,900 1,850 50 928 1168.3 15.6

1972 2,480 2,220 260 1,619 1405.1 3.2

1973 3,250 2,620 990 1,104 1695.3 5.4

1974 6,600 3,170 3,430 1,877 4537.4 13.4

1975 5,750 5,510 240 1,681 5514.7 33.9

1976 8,530 8,580 -50 2,368 6765.9 21.2

1977 9,650 9,920 -270 2,837 8039.0 15.4

1978 8,440 9,890 -145 4,342 73711 16.6

1979 12,030 9,580 2450 5,358 10912.4 11.8

1980 16,680 11,570 5,110 10,282 15234.0 9.9

1981 10,560 12,600 -2,040 12,591 12180.2 20.9

1982 5,810 9,640 -3,830 15,378 11764.4 7.7

1983 5,180 7,420 -2,240 18,555 10508.7 23.2

1984 5,500 4,300 1,200 23,231 11191.2 39.6

1985 8,720 6,070 2,650 30,728 14606.1 55

1986 6,040 7,920 -1,880 29,967 12302.0 5.4

1987 16,600 11,240 5,360 37,195 25099.8 10.2

1988 19,920 16,620 3,300 37,030 27310.8 38.3

1989 45,670 27,270 18,400 50272.1 40.9
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TABLE 3 (CONTINUED)

1970 3 -10.8 9,060 13.1 7.3 578.0 55.3
1971 3 -12.6 11,020 172 11.0 631.0 537.3
1972 3 -0.2 11,780 21.0 15.9 798.0 607.1
1973 3 2.4 13,180 24.7 19.2 976.0 719.3
1974 3 -10.4 21,400 30.8 15.8 1,312.0 3,225.4
1975 4 -29.9 24,98 23.0 9.9 2,237.0 3,277
1976 4 -17.2 31,200 27.3 13.9 2,585.0 4,18.9
1977 4 -11.4 36,640 26.3 14.9 3,872.0 4,212.0
1978 45 -12.1 39,210 215 15.5 4,99.8 2,372.1
1979 5 -11.3 46,880 25.7 12.8 4,882.0 6,030.4
1980 6 -3.9 54,760 305 117 5,051.0 10,183.0
1981 6 -14.7 56,600 18.7 0.4 6,619.0 5,561.2
1982 7Y% -0.2 60,480 9.6 0.4 6,816.0 4,948.4
1983 7Y% -15.7 63,290 8.2 34 7,489.0 3,019.7
1984 9% -30.1 69,950 7.8 18 6,925.0 4,266.2
1985 9% -4.0 78,780 111 18 7,342.0 7,264.1
1986 9% -4.1 79,740 7.6 15 7,488.0 4,814.0
1987 14.0 -3.8 96,400 17.2 0.0 7,395.0 1,7704.8
1988 14.5 -23.8 131,670 | 12.6 14 9,253.0 18,057.8
1989 16.4 -24.5 212,990 | 214 2.6 10,076.0 | 40,196.1
Sources: (@) CBN, annud reports and statement of accounts (various
issued)

2 CBN, statigtical Bulletin, December, (1990)

3 CBN, Nigerias Principd Economic and Financid Indicators

(1970-1990)
4 IMF, International Financid Statistics (1991)
) World Bank, World Tables (1991)

18



3.2A

An examindion of table 3 further shows tha saving is interest indadtic. For
example from 1970 to 1974 interest rate remained datic at 3 percent and for the
period 1975 to 1978. It was Satic at 4 percent, risng gradually to 16.4 percent in
1990. Over the same period, Gross domestic savings continued to rise steadily
with spectacular increese of 16,680 million naira, in 1980 and 45,670 million
nara in 1990. An explanaion usudly offered for this, is that smal savers do not
undertake saving with an objective of earning interest income but rether as a mere
sage cudtody for as unexpected contingencies. Supporting this view, Hitris and
Wiseman (1981) contended that for the few underdeveloped countries for which it
was possible to study the relationship between interest rates and savings, the net
impact of red interest rate on aggregate savings was found to be inggnificant or
even negative. As shown in table 1 (see dso appendix F), econometric evidence
from Nigeria supports the above argument.

In addition to commercid banks there are other saving inditutions, which
conditute an important financid group in the Nigeria financid market. These
include Nigerian Insurance Companies, Federd Savings Banks, Federa Mortgage
Banks, Merchant Banks, and Nationd Provident Fund. The volume of savings
mobilized by these inditutions is shown in Appendix D. However, the savings —
Invesment gep (gap disequilibria) derived from table 3 reveds the extent of
savings mobilized.

The Nigerian insurance market seems, in spite of its long history, going to the
19002, to have grown by dow degrees. As shown in table 3, the aggregate life
insurance companies in Nigeria are clearly not a large sum compared to the
deposits in the banks. One reasons for this dow growth was that the earlier
practitioners in the fidd did not consder it worthwhile to assure the life of
Nigerians. They concentrated their attention on expatriate personnd and ther
families, neglected Nigerian life as being too full of risks. Another reason is that
even after many companies began to enter, insured public remaned generdly
vay smdl-canvassed by a large number d firms many of who were hardly srong
enough to meet the dlaims on them.

NIGERIAN CAPITAL MARKET

In 1960, Lagos Stock Exchange was edablished as a specidist capital market
inditution. Among its functions were the cregtion of an gppropriate mechanisam
for cepitd formation and efficient dlocation of savings among competing
productive invesment projects, and mobilization of long-term financid resources.
The Nigerian capital market comprises saverd markets — market for new issues
(primary market), a market for existing securities (secondary market) and a
market for debt securities and equities (Alile and Ano, 1986).
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3.2B

The savings performance of the Nigerian Stock Exchange can be assessed on the
bass of the sze (vdue) and number of primary market issues. The new issues are
savings mobilized for invesment purposes by companies and governments.
Appendix E shows the vaue of new issues raised through the cepitd market. It
was N372.30 million in 1980 and by 1990 it has increased to N9964.4 million. In
1984 however, activities in the new issues market were virtudly dormant (only
25.0 million raised) as a result of the fact that the Board of the Securities and
Exchange Commisson was dissolved in 1983 and was not recondtituted until
December 1984. As a consequence of government regulation, the commisson
could not exercise its function of determining and approving the pricesin 1984.

Some dudies of Nigeria securities market have observed the problems, which
impinge upon the efficency and peformance of the securities markets.  They
noted that the market is thin and narrow; the ‘buy and hold” attitude of Nigerian
invesdors, and the public unawareness of the opportunity of investing in the
securities market (Ike, 1984 and Phillips, 1985).

Ogwumike and Omole (1992) found that the Nigerian stock market has been
congrained by some policies tend to make it look like an outfit for government to
rase loan finance rather than mobilizing finance. It is adso condraned by
inadequate and infragtructure facilities like telecommunication and power supply
ae usudly inadequate and inefficient. Redrictive policies are another congraint.
There is tax limitation brought about by tax law, which is largely biased agangt
equity holding. Interest rates policies of the government have been discriminatory
agang the capitd market and securities pricing policy has adso condrained its
rapid development.

ROTATING SAVINGSAND CREDIT ASSOCIATIONS (ROSCA)

ljere (1976) identified that a& a time when sdf-rdiance is percelved as a criticd
drategy for the transformation of rurd economies, the idea of encouraging the
formation of informd inditutions, which draws from an ancent and long
traditions, which draws from an ancient and long tradition of African
commundism in Nigeria is irressible  ROSCA have played a dgnificant role in
the economic development of Nigeria but because of ther rudimentary nature and
lack of legidation guiding and dandardizing ther operaions, these functions
were performed in a crude manner.

Among the roles which ROSCA have peformed in Nigeria, the provison of
credit is perhagps most important (Jerome, 1991). They provide indtitutiona
credit, which serves as an important means of channding funds. In the process of
mobilizing domestic savings, they are in a better podtion to tgp the savings and
spae money bdances of the greater pat of the community; and are important
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3.2C

intermediaries bridging the gap that would have existed between borrowers and
savers.

In comparison to formad financid market, Miller (177) studied 302 famers in
Oyo, Ondo, Ogun and Kwara State and found that about 82% of the available
credit came from norrinditutiond sources. To many smdl producers (farmers
and craftsmen), they may be the only financid inditution of any dgnificance
Borrowers ae de to finance invesment with the savings from these
organizations. The organization had dways emphaszed the need for sdf hep,
individual effort and solidarity. They were hdd to be particularly adapted to the
need of rura populace and they have the widest coverage.

In spite of these pogtive contributions, they have a number of shortcomings. The
absence of rules and regulations guiding their operations has made it difficult to
control them. Since their srength sems from informality, they may not be able to
conform to the minimum st of conditions which such legidaions or rules may
impose.  Many of them have no accounting or adminigtrative procedure. They
neither keep good records nor engage in auditing and the security of savings
(funds) depend on the honesty and integrity of the organizer or leader. Perhaps
the grestest problem confronting the organization is inadequacy of funds, which
impose condraints on their sze. Linkages between them and organized sector are
limited and much attempts have not been made by the government or non+
governmental organization to encourage them in Nigeria

PUBLIC SAVINGS

Nigerian government has been uneasy or impatient with policies to increase private savings. Asa
consequence, she has attempted to follow an explicit public savings strategy: to draw resources
into the public sector by fiscal means and to undertake public investment with these resources.
Usually, such efforts demand a substantial increase in taxes. And in fact much of the emphasis on
increasing taxes in Nigeria had as a rational e the need to increase public savings. The results have
not been much gratifying at least as concerns resources mobilization. As shown in table 3,
Government savings increased from N55.3 million in 1970 to N10183.0 in 1980. Thereafter, it
decreased until 1987, which recorded N17704.8 and N40196.1 million in 1989. Now, the
conventional explanation for this outcome is in terms of the socio-political process. expenditure
has been intense and hence relatively little remains for development. Or even if a large share
moves into development projects, the projects themselves, again because of politics, are frequently
dubious.

Unlike developed countries, Nigeria tax systems are largely proportional, although the long-term
trend is toward greater progressively. One reason for the decline of taxes on the various forms of
property, particularly land and buildings is inflation. Rising prices reduce property taxes, unless
values are revised upwards. Again, the country have not given much thought to taxing property
through inheritance levies, which could much reduce inequality; with less adverse impact on
investment/saving incentives than highly progressive income taxes. Furthermore, income taxes
need to exempt savings from the tax base. But because of poor tax administration and
complicated tax laws with many loopholes, direct taxes, such as the income tax, tend to be evaded.
(Bhatt and Meerman, 1978).
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4.0 REFORM PROPOSALSAND CONCLUSION

4.1

POLICY RECOMMENDATION

The key chdlenge for the naiond economic policy in the fidd of domedic
svings mobilization should be, to diminate policies which lead to financid
represson, especidly by pursuiing a more flexible interes rate policy. The
common judtifications for policies, which result in financid repression, prove to
be less convincing. From a devdopment point of an efficent financid
infrastructure, lowers the overall propensty to save and leads to credit rationing.

Thus, a liberdization policy, which subgtantidly improves the functioning of the
financid sysem, is of great importance (current effort in deregulatiing Nigerian
Financiad Market should be sustained). Such a policy should alow both for assets
and lidbilities pogtive red rates of interets. The pogtive effects of higher red
interet rates for the mobilization of additiond financid savings can be
demondrated in those countries, which have implemented interes rate
liberdization policies or more comprehensve reforms of the financid market.
They include Tawan, South Korea, Indonesa and Turkey (Fischer, 1989). In
theses countries, an active interest rate policy has led to a significant increase in
time and savings deposits.

Further, an integration of the fragmented financid markets is highly desrable
because it is a precondition for combining savings and credit oriented banking
activities in such a way tha finahcdad savings ae dlocaed more efficiently
among sectors and regions.  Supporting to this am would be the dismantling of
adminidrative obstacles, which impede the edablishment and development of
universal banks. Branches of foreign banks can further simulate the efficiency of
domedtic financid markets, if they prove to be innovative in mobilizing private
savings by providing new savings (and credit) instruments.

Sudaned success in mohilizing finandd savings from smdl savers-especidly in
rurd aress-can be achieved if financid inditutions offer appropriate savings and
credit instruments suited to the needs, education level, and cusoms of the poorer
pat of the population. For this purpose the forma procedures for the banking
operations have to be smplified and the security needs of depositors taken into
account. An improved and more diversfied supply of savings instruments should
be accompanied by a higher qudification of the bank employees which should be
adso motivated by specid incentive sysems to sdl the newly crested bank
svices. Indeed the success of an enlarged branch network would criticaly
depend on the appropriateness of the financia services actudly offered.  With the
termination of rurd banking scheme, one hopes that the new community banks
and peoples bank will strengthen efforts in mobilizing resources from low-income
groups.
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For improved peformance of the Nigerian Capitd Market there is need for
adequate infrastructure facilities at the Stock Exchange to ensure smooth access to
information by investors and deding members of the exchange  Increased
publicity on the part of the Stock Exchange should be directed to companies as
well as individuds who inves in shares. The link between the other financid
indtitutions and the stock exchange should be improved, and appropriate policies
amed a ensuring that more companies and individuds raise fund on the Nigeria
Stock Exchange.

Given the lage dze of informd financid inditutions policy mekers and
government, of the role they can play in the economic development of Nigeria
Based on sound knowledge of the functioning of the sector, their overdl
performance can be improved. However, excessve government regulation should
be avoided. Technicad assgance is important in the area of accounting and
management training, savings campaign, and education of the masses on the need
to mobilize domestic savings for devel opment.

The this end, a Nigerian Credit Union should be opened a the nationd levd; with
membership open to dl rotating savings and credit associdions.  The union
should be saddled with the responghbility of training officids, minimization of
default and provison of adequate arrangements for inspection, supervison and
audit.

As a present, there exigt little or no linkages between these associations and other
financid inditutions especidly commercid banks. The gppropriate link drategy
should thus be one of mutud assmilaion. Such integration should embody the
atractive features of the informa sector and the organized financid system.
Government should edablish gpecidized intermediary leve inditutions whose
maor function will be the provison of rediscount fadilities to rotating savings and
credit associaions. These inditutions should be guided more by consderations of
socid bendfits than of financid returns.  The high interest rate in this associaion
is indicative of limited availability of funds and difficulty of obtaining credit from
the organized financid sector. Attempt to bring down the rate of interet must be
based on carefully formulated policies.

Since current private consumption and saving respond highly to business cycles,
government should embark on policies that will generate more employment.
Increased employment means income for more people and sSince savings is a
function of current income, this will tend to increase private savings and hence
nationad savings. It is in this regard that one should commend the efforts of the
government a creding employment opportunities for the citizens through the
various scheme of the Nationa Directorate of Employment (NDE). However,
this effort should be sustained, enhanced and monitored.

One of the mog effective ways of increesng domestic savings is to rase the levd
of public sector savings. To do this, public revenue base of the government will
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4.2

have to be broadened and made more efficient. And to achieve this, the
government needs to improve the current tax administration system, introduce
broadly based uniform tax rates such as vaue added taxes and increase its
reliance on user charges for the provison of public services with appropriate
compensation scheme to protect the poor.

Agriculture should adso be given more atention. Attaning sdf sufficiency in
food production and probably increesng output of export crops will reduce our
import bills and increase our export earnings.  This will therefore improve our
current account dtuation, which implies an increese in public savings.
Furthermore, government should encourage industrid concerns to source more of
ther raw maerids locdly. Incentives put in place for this action should
judicioudy implement and judified. This will make the indudrid sector less
dependent on foreign exchange and thereby enhancing our domestic savings.

Findly, consderable investment in the rurd areas takes place in a norrmonetized
form through the use of family cottages-cottages for family use, farm roads and
the like. Such use of family labor can be intendfied only if the rewards accrue to
those who work rather than to those who own land. The promotion of this type of
non-monetized saving and investment thus requires security of tenure to those
who cultivate the land (tenant famers). Similaly, a the community leved, red
asts like minor irrigation; school buildings, community hals and drinking water
facilities can be built through voluntary labor of community members. This is not
possble, however, without linking rewards and work — hence the need for
egditarian rurd Structures through effective land reforms.

CONCLUSION

Despite the increesng emphess (both in research and redity) on savings
mobilization issues, there is lasing need of further efforts especidly in mohilizing
gndl savings in both urban and rurd aess and the process of financial
intermediation itsdf. In this respect, Commercia banks in performing their roles,
was found to have potentid scope and prospects for mohbilizing financid
resources and alocating them to invesment. These potentid have to be exploited
quickly by integrating the rurd banks with the informd financid sector of the
rurd areeswhere alot of savingslieidle or disspated.

While financid represson through interest raies celing may discourage savings

in Nigerig, it is not as serious as has been podulated by the gpostles of the
financia represson hypotheses. Neverthdess, the commercid banks should offer
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smple and convenient financid indruments yidding a posdtive red return.  Even
if low, red interest rates on deposts should encourage savings mobilization.
More s0, the current deregulation of money market and the expected deregulation
of cepitd market (Nigeia Stock Exchange) will surdy enhance the domestic
resource mobilization efforts of the forma financid section.

But given the problems inherent in the forma sector, the informd savings
asociations, if properly deveoped would not only faclitate the financing of
economic development but would also contribute to the development of income.
At a time when <Hf-rdiance is perceved as a criticd draegy for the
trandformation of rura societies, the idea of encouraging rotating savings and
credit associationsisirresstible.

Precisdy, the macro-economic policy mix for rasng the levd of domedic
savings and ensuring their efficient dlocation needs to cover a wide range of
inditutional policy messures, comprisng grester financid intermediation;  control
of inflation through effective supply Sde and aggregaie demand management;
postive and redidic rates of interest; tax incentives for persond savings,
protection of the vaue of savings integration of savings mobilization in macro-
economic policies a the organizationd leve; and a long-run drategy of matching
the growth of nationad and per capita incomes by adequate supplies and
avalability of wage-goods and incentive goods.

In concluson, we suggest that further research should be focused on carrying out
a detaled andyss of the informd financid sector characterisics and mode of
operations. Emphasis should be placed on how to enhance ther linkage with
modern financia sector. In-depth studies are adso needed on the money market;
capitd market and public sector separatdly; as regards their savings mobilization
role in the economic development of Nigeria Moreover, saving behavior of the
various agents (household, corporate, non-corporate, and government) should be
rigoroudy andyzed and their findings to be used in policy formulations and
decisons.
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APPENDIX A

INFORMAL SAVINGSAND LOAN ASSOCIATIONSIN AFRICA

Country Local Name Selected Organizational
Institution Characteristics
Liberia Esusu Fund (collective deposit) rotates
Liberia No rotating fund: interest may or may not be charged
Members granted |oans but nonmembers always are
Charged higher rates than charged members
Liberia No rotating fund; some or all funds mobilized may be
Used for community projects
Gambia Osusu Fund rotates
SierralLeone Asusu Fund rotates
Senegal Tontine Fund rotates
Ivory Coast Daiou moni, wari moni Fund rotates
Ghana Susu Fund rotates
Ghana Nanemei akpee Fund rotates; reported for women traders
Ghana Fund does not rotate; used by fish traders to control
Fish supply
Benin Ndjonu, tontine Fund does not rotate
Nigeria Esusu, Isusu, dashi, Fund rotates in some groups but not others; some
Adashi, oha, bam groups have both arotating and a non-rotating fund
Nigeria Osus, contribution club ~ Fund does not rotate
Meeting
Country Loca Name Selected Organizational
Institution Characteristics
Niger Asus Fund rotates
Cameroon Njangi, djanggi, tontine  Fund rotates
Credit rings
Cameroon Meeting, “bank” Fundisfixed
Cameroon Mandjon Group pools funds for investments
Zaire Ikelemba, Kitemo, Fund rotates
Osassa
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Country

Congo (Brazzavelle)
Sudan
Ethiopia

Kenya
Uganda

Tanzania
Zambia
Rhodesia
Malawi

Republic of South Africa

Egypt

Loca Name
Institution

Temo
Sanduk, Khada

Ekub, ikub
Chilemba

Chilemiba

Chilemba

Chilimba, chilyelano,
Katapila

Umagelo clubs,
Mahodisana, stokfel
Gameya

Sources: Miracle, Miracle, and Cohen (1980)

Selected Organi zational
Characteristics

Fund rotates

Fund rotates some groups
Fund rotates some group

Fund rotates some groups
Fund rotates
Fund rotates

Fund rotates

Fund rotates
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APPENDIX B

USES OF FUNDS REPORTED IN THE LITERATURES: QUALITATIVE DATA.

Use Sera
Ethio-
Leon
Ville)  pia Zambia Malawi
Finance Trade............ X
X X

Finance acreage Expan.

Buy “Property

X
Buy buses, trucks or
Taxis

X
Buy bicyclefor business
Buy canoes
Buy palm groves
Buy fish net
Buy grain grinding mills
Buy “tools”
Buy seed
Buy fertilizer

X
Hire labor
X

Build roads, school, or
hospital

X
Buy livestock

X

Finance education
Finance bridewealth

Pay taxes
Provide collateral for loan
Build houses
(use unspecified)
X
improve houses
Finance litigation
Finance travel
(purpose not specified)
buy food or clothing X
X
buy bicycles
(use unspecified)
X

Repub.
Liberia Ghana Benin  Nigeria Niger
Sudan of S/A.
X X X X
X
X X
X
X
X X
X
X
X
X
X
X
X X
X
X
X X
X
X
X X X
X
X
X X X
X X
X
X X
X
X X

APPENDIX B (CONTIUED)

Cam

eroon

Congo
Zare  (Brazza)
X
X
X
X
X X
X
X
X
X X

USES OF FUNDS REPORTED IN THE LITERATURES: QUALITATIVE DATA.
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Use Sera Cam
Ethio- Repub.
Leon Liberia Ghana Benin Nigeria Niger eroon Zare
Ville)  pia Zambia Malawi Sudan of S/A.

Buy sewing machines
Buy radios X X

Buy jewelry
Finance ceremonies
(including funerals) X X X X X
finance parties &
other entertainment X X X
X
pay medical expenses X X

Source: Miracle, et, al (1980)

APPENDIX C AND D: CONTACT AUTHOR FOR DETAILS

Congo

(Brazza)

APPENDIX E
New Capital I ssues (1980 — 90)
(N Million)
Year Government Corporate Bond Equity Total
Stock

1980 300.0 69.0 3.3 372.3
1981 300.0 32.0 4.2 336.2
1982 300.0 140.0 14.3 454.3
1983 300.0 158.0 21.4 479.4
1984 - 25.0 - 25.0
1985 600.0 71.6 3.8 675.4
1986 615.0 8.7 22.3 646.0
1987 240.0 30.0 15.8 285.8
1988 60.0 45.6 175.3 280.9
1989 30.0 580.7 1,016.9 1,627.6
1990 - 981.5 8,982.9 9,964.4

Source: CBN Annual Report and Statement of Accounts (Various issues)
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