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mty bankmg plays an 'mpontant role in promotmg sustarnable develo,om =
wral areas of low-incoma counlrles This paper examlnes the role of commumn
omoting bankmg culture, entropreneurlaf development investment and izl
) Nigeria. The modalitics, operations and challenges of community banlenu
lighted as well as optioizl pathways for  resolving constraints to their growth «
The contributions of cor, wnunity’ bankmg fo sustamabl’e eoonomro o‘eve!opmefu g
ena were. revea!eo‘ S ik ‘ W -k g

smmunities feel their development is flawed. They fear ?hetr lnoome is o

ey have difficulties with full employment and rural infrastructures. They may sufic
ence of their economic capacities, disadvantageous shifts in product markets, o
atural advantage, either l,patlal or biophysical. These factors'can operate in eiths
diversified local economigs, but attention to them is usually greater in the fDNHL
the cause may be sudde: and easily identifiable. -
unities have responded in many ways, including enhanced marketlng, toune
motion of local entrepren zurship and business cooperation, infrastructure: pro ecls,
ion, subsidized land orovision, financial subsidies,: traimng programmes cu@la;:i
Skelly, 1995) (as cited in Walter, 2003).

illingness of the Bank: to meet the need of. the rural commumty for banlrl
fier the introduction of tha rural banking scheme by the CBN in 1977 and the lallu
bank established in 1984 to perform in meeting credit need of the rural and UFurl
and artlsans prompted ths federal government to rntroduce Communlty Banklng i

ity Banking (CB) was ¢ moelved fo answer some of the observed weaknesses | i

l |al institution owned and managed by a community or group of communities ﬂ ¥
Sroviding credit, deposit banking and other financial services to its members. ‘tul
d largely on the basis of their mutual group responsibility, self recognition and mexy

g. the first Community Bank.in Nigeria in Tundun Wada in , Kaduna State ol.
£ 1990. The then president Ibrahim Babangida explalned that: "ln olherto bridge the

= conventional banking system and the people S bankthe |dea of a oommumty brn i
(Ehlglamusoe 2000). -
=s to fully involve the rural people in their own development and to aim at- i
sution of the national output had, hither to not been seriously considered. Th
ack to rural developme 1t had been.the, exolus;on of the masses in their omlll
2 wrong approaoh way adopted in solvrng the problems ) ,ru:ral developmon
7 the vast resources which the full and effective participation of the people wonl
these resources were neglected in favour ofbureaucratlo mputs (Idode 1988).
sde Mobilisation approach to rural development would reoognise the people «
in the development prucess. Where they become a. part of t decision. mal\nm
suld be committed towards ensuring that such decisions are 'fullu executed. lll
soproach would also enable tre government to easily eltost the s:u " rtofthe peopl

ent efforts.

......

= to ensure the further suicess of their collective endeavours. The initial success o
258 : R IS 1O I T ;
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%o the grass roots: Th: Community bank is a unit bank mtended fo be a vrv i

e - where the people's participation yield fruitful results they would b enooul a Jetl (0-- 7 .
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W CAPITAL BASE: _ ‘ stk el :
st.of the banks have low capital (o effectively carry put their operation
p?g:'f:pqsiti_v_gfy o"n‘,the_'com'munitjy- is low, S i R

ATION AND"INFRASTRUCTURE: ‘ % - 8 . :
5L of the communities where these banks are located lack basic infrastructure like good :
=r supply, health care system ang electriéity.'Thesertend to hinder their operations.

RANCE OF GOMMUNI
iently the Nigeria De
Danks. Because of thi

TY BANKS DEPOSIT, LIABILITIES :
posit Instirance Corporation doe‘_s#‘_n;q@@-insureﬁ;-?depo"sits in
S some pei»op'le_a(e afraid to lodge money with them.
PETITION FROM BANKS : : :
= NOW most banks were reluctant _
icrease in the number of bank branc _

nor employ these well trained staff.
RDROOM WRANGLING

of these Community Banks
2 result the banks suyffer un

suffer from bad _i'éﬁt'érbe'r“so;hé!.relatidnéhiﬁanﬁong boé;'d

der such situations. - & WSt E0TEas 0, v

ION OF 'LOANS NOT BACKED By COLLATERAL -~ ' e

of these banks grant credit not backed by any collateral especia!ly_to board members.

Bd to'led tpﬁ‘ﬁnﬂa_ncial squeeze and gradual erosi_on of the banks' 'qapitai basef ‘|
ONSHIP WITH CORRESPONENT BARE o E

nity banl<s‘ar'e. not clearing banks

; they therefore_mu._st_,at_tach:themsef_ves tob

dent banks. " !

AGEMENT L e il T e i e i i
man endeavours where money s involved, thé]"p'erso_ﬁaﬁf_jntegrity of the
orkers is paramount, Top management staff must be"pir_dfé_é,lstib‘n'{ej_lly qualified and i
=ter and be vigilant at all times ta be able to managefth,ejbanl;seffectively and & £ e
'S presently lacking in many of the Community banks, MGG sanpo: o e

SORY AUTHORITY . e
the National Board for Community Banks (NBCB)

was sUpervising these banks,
=ntral Bank of Nigeria is involved in their supervision.‘\fjf'Ehes:é"Create a conflicting .

|
!
|

[)

RE TO THE CRISIS'IN THE FINANCIAL SECTORS e 3 |
=ffected those community banks that placed their f‘mf}“d_‘ip;‘d‘ist-rés’sed_. banks and e

e V -’ L § |=\,;'—.-,4:'-_._ ' ¥ . ‘ i
ONSTRAINTS TO THEIR GROWTH AND DEVELOPMENT =~ . . - ;

challenges facing these community banks, the ways to resolving.; “constraints ;
i development are explained bel:y. = sptisent a0
52 (1998) the Central Bank of Ni:aria
' as the clearing house for th.
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 that they.presently face in dealing with the sommercial banks. For the Al imsarases s

' banks into the financial and non-financial system of Nigeria, the CBN and the reaee
Einance:should design policies that will ersice all the relevant finance and Non-IEaEE o
> make provision for the Cornmunity Bank: in their;opfer‘atioﬁs'. e 2
o there should be adequate, monitoring uf credit granted so that these credits ==
ed by the horrowers for only businesses that the credits are approved for. .

reover much emphasis should be plaged on employing qualified and honest staff to
=se banks in order to reduce the incidence: of mismanagement and fraud.. - e o
addition, the Central Bank of Nigeria (CBN} should devise a way to bring the Community -
- 2 clearing system even if they are not fo have a special cleafiiig house. A law'should be
ke all deposits i community banks to be'insured by NDIC {0

ce by the government to ma

- customers to lodge their money with these banks, ..+ e o -
- ece banks should be encouraged to increase their capital in order to ba-able to increase i
ationi; infact a grant ‘srllould;be given to then:to increase their capital and the use of these -« -

Suld be highty monitored.

- CBN should organise. I'sq‘m'lﬁ‘érs,

‘workshops and training geared toward increasingsy; e
creating awareness on good corporate governance and _in¢_q15;g_t_‘qh_gmbaﬁking ethics andt' | 1 ¥
nalism in senior officials of Community banks. In the area of supervision there should b
demarcation between the role of CBN and NBCB in monitoring and supervising they,

hanks. It is our suggestion that the National Board for Community Banks should i’.}(:":"
5 continue operation and streng ' Pl gl o '

‘ thened for it to succeed..
Hally, the Community Development Associations should have, at:

committee setup for these banks so that the reports that will:-come ou
- and fair view of actual financial position of the bank. Sl

av J_at-:—leést‘ two meﬁnbers g
t of the audit will
e

OBLEM OF RURAL DEVELOPMENT IN NIGERIA o e
S recent years the development policies of many African, col rie s have shown increasing, -
s on the agricultural sector and rural development, “,‘l‘r.;\:-_h!\_{ig.‘ej*ia.'the ,‘Thiﬂrld;.’Na’rimﬁ-;ﬂ'= '
ment Plan, 1975-80 also ranked rural devejepment high in its policy objectives. Accerding
is necessary to recognise that about 74 perc‘ehtfof“thfe:Nigéif'la‘r'\; population live in the
nd have benefited relatively little from the rapid economic growth of the past few years.
ment in the welfare of the average Nigerian will therefore require a substantial increasi
Accordingly, in the allocation of scarce resources in the course of plan
priority will be given to programimes and projects directly benefiting the ru
the income of small holder farmers and to improve tiic
Third National Development Plan 1976-1980
s cited in Idode 1989).. ™ Dol i e W
retis therefore, reason to believe that the question of how to,accelerate expansion in il
tor and how best to improve welfare for the masses:of the people in'the rural areas
cus of considerable attention. But a great disparity exists between the promulgatid
‘development and the actual results oi implementation efforts.. ! i
nain reasons why attention.should be paid to ru_\ra,ldevglgpmentin Nigeria
-<tly the majority of the people live and find their livelihood:inthe rural areas. Lo 2a
€ ly; the tevel of rural-urban migration is increasing everyday and this is increasing ifie
rban nemployment, housing problems, increasing crime rates and other atteridant s50cial

S
: &
36

i

are: i

is in the rural areas that the most disadvantaged people are to befouhd. ©
y, there is a general agreement tha: priority should b'aﬁ_givéﬁ to rural developncit
Ultural development. The reasont for tliis.agreeme_{i{,._include the need to have
uction of raw materials for industries and the feeding of our'population. e
& encourage the siting of industries in the rural areas where the raw materials exist.
ng to Igbozurile (1 976) (as cited by {dode, 1989) Nige_,',rfia's"fdevéiopuhent fivans
s=en darived mainly from direct and indirect tavation of rural people who have benefited iitd
g from economic de\{éibpmefntacﬂ\ﬁﬂaé; The author argues for & radical change in pric
| attitlides towards the rural sector as an ecomic and social necessity. There is neset i

201

i: 1




L T e
e R e NP R B

ed social amenities, "emphasis or

"dustries.

All past efforts by government to improve’the Pace 'of rural development in Nigerio
Specially through such agencies as _Direct:.wrate of Food, Road’and Rural Infrastructure (DFFRER,
“oples' Bank of Nigeria Limited, National Lind Develop

_ | ment Agency (NALDA), and Better Lifc o
wral Dwellerswere' not completely successfuyl . e s 2
B kR ST e [ A . EECH & SRR :

INTRIBUTIONS OF COMMUNITY: BANKING. TO RURAL. DEVELOPMENT. s
The search for a development strategy, which could lead to significant'improvement in ihe

’o—economi,c,condition of members: of poor households, led to.thie focus on credit. Tie
erlying assumption of credit for.d y of capital is critical to the effort of

evelopment is that availabilit
iancing income-generating capacity especially of. the poor. It is assumed that the poor Kiow:
condition and that {they. remain, poor. because 1| 1By

2t {o do to enhance their, socio-economis- | that - ]
se, according to the proponents, and they are now

agriculture' and Increased income and agro-beed

=rate from a slim economic base. This ha _
¥, could be strengthened by fUnds'borrcmed‘on affordable conditions, (Ehigiamusoe 2000

_ According to Ehigiamusoe the enthusiasm over the coming o Community Banking in

3 ‘ - Barely seven'months after the'o ening of the first
Smunity bank'in 1990 in Tudun Wada in Kaduna'StateﬁﬂﬁSW&?%m

a has not be complete disappointment,
; e establishment |
-ommunity Banks' were processed while 10 community banks had their doors opened [of
Mess operations. | Within three years'some 879 community banks had been-establisie
ghout the country. '‘By 1996, 1052 comraunity banks were in-operation in Nigeria,
By June 2002 N6b has been given as |

oans and advances. Total assets stood at N 8.43h
= otal share capital was N4.02b with pa: /

‘ d-up capital amounting'to N2.57b. The total depasii
10.62b, with demand deposit accounting for, N3.1b, savings N5.7b and time deposit N1 B76h.
g e R G el

These Community Banks have been able to encourage savings which hitherto was ot
on in rural areas. The savings are used in‘providing micro finance to small borrowers.
ers are regarded as partners rather than as faceless customer of the formal financi
they reside in the community. : BT ’

Also some Community Banks are fuliy involved in managing community corporative apart -
folding the deposit of such’ corporative societies. 'Th'ey-b’rc‘:ﬁ‘[d’e“'financial-and' business
oy service to the rural dwellers. ‘This was a service that was not available in the rural areas.
ancial and business advisory servicgs they provide have ‘improved the way the rur.|
=S Manage their finances and operate their husinesseg - - 1 s Busiiy f

; LUS{ON: ey B el R SR : i

Community banking has been able tc reduce rural poverty 'and contribute much to rural
oment than it was expected. Though a lot still need to be' done: their capital n!eed fo be

==d to make them have more funds to raake impact in'these rural areas. It has succeeded
dising savings hitherto kept under pillows and other unsafe places. This savings are now
s for lending In the banks, : Wiy pdihBnag e |

B
e

al sector.

siness transactions., Also the CBN should find a way
maount to granting_\_t,h_em:sof,tf—;l_oans, _Semina|*§, training
erences should: be regularly organised: for the staff to:help them in peﬁ"o’rljiﬂng their

1S their by impacting positively on the rural areas. - | U e S
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