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ABBREVIATIONS AND ACRONYMS
GDP
Gross Domestic Product
ICA
Investment Climate Assessment (urban/formal industry based) ICS
Investment Climate Survey (urban/formal industry based)
MFI
Micro Finance Institution

NBS
National Bureau of Statistics

RICA
Rural Investment Climate Assessment RICS
Rural Investment Climate Survey

  GSM                           Global System of Mobile communications
  NPC                            National Population Commission
CAPI                            Computer Assisted Personal Interviewing
1. EXECUTIVE SUMMARY
A rural investment climate survey in Nigeria was executed in the fourth quarter of 2010. The survey covered locations in Lagos, Kano and Enugu, the three major geopolitical regions of Nigeria. This report highlights the major findings of the survey. It chronicles the dynamics of rural enterprises in the surveyed communities as well as reviews the major constraints on rural investment climate identified through the project and examines the impact these could have on business growth and employment opportunities. 
From the` survey, the responses from entrepreneurs as regards the most severe obstacles they face in business are as varied as the individual perceptions and peculiar experiences each of them has had.  However, the general perception is that the major obstacles to business are supply-related. Only 16 percent believe that their major business constraints are demand pull-related. Issues related to sourcing of finance were rated as the most severe obstacles to rural businesses. 75 percent of entrepreneurs believe that such issues as availability of own and family capital, access to banks and other formal financial institutions, high interest rates, cumbersome borrowing procedures and fear of not being able to repay loans are part of operational challenges that hinder business growth. Interestingly, in Lagos, the commercial capital of the nation, 20 percent of businesses have problems with own and family capital, in Kano, 18 percent face this constraint while in Enugu as high as 32 percent of businesses consider availability of own and family capital as a key business obstacle. However, the response from Enugu and Kano is quite revealing. Here, only 1 and 2 percent of businesses respectively, perceive access to banks and formal sources of finance as one of the top three most severe obstacles. Also, no entrepreneur identified access to informal rural finance as one of the top three most severe obstacles. This is a reflection of the fact that in these two regions, entrepreneurs virtually depend totally on own and family capital to run their businesses rather than seek external financial assistance.   
Next to sourcing of finance comes the problem of road transportation and allied issues, which were rated by entrepreneurs as one of the top three obstacles to business by 37 percent of enterprises. Major road transportation problems include access to roads (12 percent) and quality of roads (21 percent). These findings are consistent with general knowledge that many roads in Nigeria particularly in the South, are in very poor conditions. The situation is worse in some rural communities where people cover a long distance either to procure or sell raw materials and other input or finished products. Consequent on the poor  nature of roads, 22 percent of rural enterprises consider high cost of transportation as one of the top three most severe obstacles. The top five constraints identified by businesses are shown in figure 1. 

Figure 1:  Top Five Constraints of All Rural Enterprises, 2010 (%)
                       [image: image1.png]11 1

Finance Electricity Water Road Cost of
Transport Transport





                                       Source: Nigeria RIC Survey 2010

26 percent of respondents consider issues related to electricity supplies as the third most severe obstacles. This finding is interestingly consistent with another result in this survey that only 26 percent of non-farm businesses in rural Nigeria depend on electricity while the remaining 74 percent do not depend upon this infrastructure. Among the 26 percent of businesses that depend on electricity, 12 percent of perceive access to electricity as a major obstacle to business, while 8 percent of them are worried of the high cost of electricity. Power surge is considered a severe obstacle by another 6 percent. It is clear that with improved power supplies in rural communities, power-dependent business activities would increase in number and size. 

Another rural investment climate obstacle is water. 22 percent of entrepreneurs identify access to water, its quality and cost as major constraints to business.  
In summary, perceived business constraints generally coincide with measurements that are more objective. In terms of key factors of investment climate, regionally, Lagos is worst hit by problems of sourcing of finance, quality of roads and high cost of transportation; the major constraints in Kano are access to markets (distance and cost), access to water and weak demand. In Enugu, the major constraints are high cost of transportation, quality of roads, and sourcing of finance. 

The overall improvement in telephone density in Nigeria in both urban and rural is reflected in this study as no entrepreneur highlighted access to telephone as a major obstacle. Only 3 percent complained of the high cost of cell phone services.  
In terms of overall, an empirical analysis suggests that better access to finance, good roads and lower transportation cost would have the strongest impact on investment and business growth. 

2. INTRODUCTION
2.1 Background

Nigeria’s National Economic and Empowerment Development Strategy (NEEDS) and the World Bank’s Country Assistance Strategy (CAS) recognize the importance of a favorable business environment for formal and informal enterprises. Consequently, concerted efforts are being made to remove obstacles faced by industrial firms predominantly in urban areas. Although it a known fact that commercial activities are a key part of sustainable livelihood activities of the rural poor, empirical information about the nature, size, type and geographical distribution have resulted in less than optimal assessments of the actual contribution of both formal and informal rural enterprises to growth and poverty reduction.

It is against the above background that the Nigeria Rural Investment Climate (RIC) Survey was undertaken to obtain data and information to analyze and assess rural investment climate including infrastructure and access to finance for the private sector-led development and growth in rural areas. 
2.2 Objective
.
The overall objective of the Nigeria Rural Investment Climate Assessment (RICA) is to understand the constraints faced by nonfarm/farm enterprises in rural areas and possibly to apply, link and integrate the RICA findings to market development /facilitation proposals of the CAD Project and FADAMA III Project which target rural private sector development. 
2.3. The Key Characteristics of the Nigeria RIC Survey
The two key characteristics of the Nigeria RICA are:

· Focus on nonfarm enterprises 
 This is based on the fact that farm and nonfarm activities have been found to be key drivers of employment creation and poverty reduction, especially those involved in value-adding activities like processing/manufacturing.

· Inclusion of all nonfarm enterprises
Coverage of all categories of nonfarm rural enterprises, irrespective of size, seasonality, registered status or household-based. 

2.4 Survey Instruments
 The final survey instrument for the Nigeria RIC consisted of three modules:

2.4.1Household

The household module collected information on household demographics, detailed description of its economic activities, sources of income, and levels of education. The questionnaire for this module was administered on heads of households. The main purpose of the household questionnaire is to find out whether the surveyed household owns and operates an enterprise.
 2.4.2 Enterprise 

The enterprise questionnaire was designed to collect basic information on enterprise sector operations, income and employment generation, ownership structure, seasonality, competition, and constraints to growth. The questionnaire was completed for each rural non-farm or farm enterprise selected for the survey. The respondents were either the owner or manager of the firm selected.

2.4.3 Community. 

The community questionnaire was used to develop community profiles and identify community level characteristics that are important in determining the rural investment climate. This questionnaire was completed by interviewing various community leaders such as village head, local government officials, principal of a school, etc. A community questionnaire was administered in each of the selected communities. A price component to the questionnaire gathered price data on key consumer commodities and services prevailing in the main local market in each community.

Data was collected face-to-face using the three questionnaires within the selected communities during the months of October and November 2010 in Lagos, Kano and Enugu.
2.5 Sampling Strategy
One of the challenges of the Nigeria RIC Survey was to adopt a sampling process that allows us build a sample that spreads over a representative area within the selected  geographic zone, sectors, farm and non-farm enterprises of different size/categories as well as household types within each selected state. Additionally the sample was to ensure adequate representation of non-farm processing/manufacturing and other value-added activities including services like transportation as rural enterprises depend on transport services to be successful.
In order to ensure development of a representative sample covering the different geographic, climatic and socioeconomic areas, all the local government areas in each state were grouped into homogenous groups. One or two local government areas were then selected in each group to be surveyed. The same criteria was adopted in the selection of Community within local government areas. 
Listing of the streets and buildings was undertaken in the communities before the actual survey commenced. Listing of the streets included information on the major family compounds / infrastructures located as well as important landmarks like town halls.
Households were randomly selected for interview along each street or path in the community based on a sampling gap of about 1-in- 3. In the course of completing the household questionnaire, the interviewer is expected to ascertain if there is any financially independent household enterprise (nonfarm or farm) in that household. Once a financially independent enterprise is identified, the interviewer administers an enterprise questionnaire with the owner or manager of the identified household enterprise as respondent. In order to ensure the identified enterprise is a valid enterprise rather than a come-and-go subsistence activity, the  enterprise must be in existence for at least 6 months.
In view of the low probability of selection, manufacturing enterprises were over-sampled to ensure sufficient observations. 
Below are the tables showing the planned and actual sample of the survey:

Table 1: Planned Sample size per community

	Sample per community

	No. of Households
	No of Enterprises
	Nonfarm Enterprise
	Farm Enterprise

	35
	24
	12

50% Processing

50% Others
	12


The national, community and state target sample structure is as shown below:
Table 2: National Summary of the  Planned Sample Size 
	Location
	*Population (million)
	Town Communities
	Total 

Village Communities
	Total 

Household sample
	Total Enterprise sample
	Grand total

	LAGOS
	9.11
	7
	14
	500
	325
	839

	KANO
	9.40
	8
	17
	600
	390
	1007

	ENUGU
	3.26
	11
	12
	420
	275
	707

	GRAND TOTAL
	21.77
	 26
	43
	1520
	990
	2,553


*2006 Population figures from the NPC
Tables 3 -5 below summarizes the actual sample size for enterprise, households  and community by State and communities. As evidenced in tables 3-5 below, the Nigeria RICS data collection process achieved high response rates for all the three modules. 

Table 3: Actual Number Interviewed: Enterprise
	Geographical Zone
	State
	Population
	Enterprises
	Non Farm
	Farm

	West
	Lagos
	9.11
	347
	176
	171

	North
	Kano
	9.40
	400
	208
	192

	East
	Enugu
	3.26
	285
	149
	136

	
	
	
	1,032
	533
	499


Table 4: Actual Number Interviewed: Household

	Geographical Zone
	State
	Population
	Household
	Non Farm
	Farm
	Farm & Non Farm
	No enterprise 

	West
	Lagos
	9.11
	499
	210
	84
	201
	4

	North
	Kano
	9.40
	609
	119
	176
	313
	1

	East
	Enugu
	3.26
	426
	156
	179
	89
	2

	
	
	
	1,534
	485
	439
	603
	7


Table 5: Actual Number Interviewed: Communities
	Geographical Areas
	State
	Population
	Total Sample

	West
	Lagos
	9.11
	14

	North
	Kano
	9.40
	17

	East
	Enugu
	3.26
	12

	
	
	
	43


2.7 Limitations
The main limitations of the survey are as shown below:

· Inability to obtain the 2006 official population figures from the National Population Commission (NPC), for the selected communities surveyed. The team had to extrapolate from the 1991 census for the sampling weights computation.

· Although the questionnaires used for the survey provided extensive data on rural investment climate, we are unable to carry out detailed analysis of the dataset in the report due to limited time and resources.

2.8 Fieldwork Challenges
The following challenges were encountered during the course of the assignment:

i. Record keeping: Most of the respondents (89% of enterprise operators interviewed) do not keep complete sales record and hence were unable to recall details of their business activities accurately, thus leading to inconsistent responses. 
ii. Questionnaire modules: Some of the interviewers had challenges understanding the questionnaires even after the one week training session and pilot survey. In future we strongly recommend the development of an enumerator’s guide to enhance interviewers’ understanding as well as use of hand held computerized data entry device (CAPI) that is programmed to disallow out of range entries.
iii. Roads: Most of the rural were in poor conditions and in some cases totally impassable thus extending fieldwork time. Additionally the roads network was generally poor with limited options. 

iv. Large family structure: Some of the families were very large especially in Kano e.g. 15 household members eating from the same pot.

v. Multiple Households in dwelling structures: Some dwelling structures especially in Kano are designed in a way that makes it difficult to ascertain the number of households within the building out carrying detailed interviews thus extending fieldwork duration.
vi. Telephone network coverage: Poor telephone network coverage made it difficult for team members to communicate with each other at certain times during fieldwork.

vii. Official government approval for the survey: The inability of the World Bank Nigeria office to secure a letter from the National Planning Commission authoring the team to carry out the survey hindered fieldwork in some communities especially in some communities in Enugu state where community leaders insisted on the letter.
3. MAIN FINDINGS
The main findings from the survey are discussed below:
3.1. Constraints to Enterprise Operations and Growth 
3.1.1. Finance and Infrastructure 
One of the critical objectives of this survey was to identify the major factors that constrain enterprise productivity and growth. The survey asked entrepreneurs to mention the top three most severe obstacles faced by their businesses. Their rankings of these perceived obstacles, give an insight into the understanding and experiences of the entrepreneurs about their enterprises. 
Most of the respondents were most concerned about access and costs of finance (Figure 1). Over 75 percent of rural entrepreneurs rate financing as a major or severe constraint to business operations. Other important perceived constraints are lack of good roads (7 percent) and high cost of transportation (7 percent). It is interesting to note that only 12 percent see access to electricity as a severe obstacle in a nation where power supply is poor generally, probably because they have adapted their activities to non-electricity dependent ones.
The fact that entrepreneurs in the rural communities do not perceive corruption and other issues that relate to governance as having significant effect on their business performance is consistent with the fact that majority of businesses operate in the informal sector in Nigeria, and hence have little or nothing to do with the government and its regulatory agencies.  Additionally, most micro, small and medium businesses do not pay tax and since they are also unregistered they have little to do with government officials.
3. 1.2 Tax Rules and Regulations
In view of the low tax compliance in the country, 90 percent of enterprises in rural areas did not express any problem with high tax payment. Similarly 94 percent of entrepreneurs do not have issues with complicated tax rules and regulations. Moreover, 90 percent of entrepreneurs did not perceive corruption as one of the top three constraints to business growth. This further confirms the informal nature of rural enterprises in Nigeria as they are hardly under the purview of the government unlike the organized private sector operators that worry about tax burdens, corruption, and overall government economic policies.

3. 1.3 Market Forces: Demand-Side Factors 

Rural entrepreneurs generally believe that they are mainly affected by supply-side constraints. This survey, however, shows some interesting features. 52 percent of entrepreneurs identify various demand-related obstacles as part of the three topmost problems that in their experience have some impact on business growth. These include access to markets, distance and cost, (14 percent), weak demand for goods and services (16 percent), too many competitors (16 percent) as well as access to inputs/merchandise products (5 percent).  However, entrepreneurs believe that these demand-side investment climate constraints play a less significant role on business than the supply-related obstacles. Figure 2 shows the pattern of the major determinants of market demand in rural non-farm enterprises.

Figure 2: Major Determinants of Market Demand
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                                         Source: Nigeria RIC Survey 2010

3. 1.4 Market Forces: Supply-Side Factors 

The survey showed that entrepreneurs of rural areas  strongly believe that various supply-side factors play a dominant role on business performance. As shown in figure 3, 75 percent of businesses in rural Nigeria perceive sourcing of finance as a severe obstacle to business. For instance, a key variable that affects the rate and scope of start ups is the availability of own and family capital. As shown through the survey, 39 percent of entrepreneurs perceive own and family capital as one of the three most severe obstacles to business. It is pertinent to note that this was the most rated obstacle regarding sourcing of business finance. In spite of the ongoing emphasis by the government to encourage wider presence of micro finance institutions particularly in the semi urban and rural communities, 7 percent of businesses still identified access to banks and other formal financial institutions as a major obstacle. This clearly shows that formal financial institutions do not have strong presence in the rural settings. 

While 10 percent of rural businesses stated that cumbersome borrowing procedures was a major business constraints, 5 percent rated too high value of required collateral and access to sources of informal finance as major constraints. 9 percent of entrepreneurs revealed that their fear of inability to pay back borrowed capital is a major obstacle. It could be concluded, therefore, that an improvement in borrowing and repayment procedures in the rural communities could significantly enhance the investment climate. This could create more employment opportunities for the teeming unemployed youth and contribute towards poverty alleviation. The major supply-side factors are shown in figure 3.

Figure 3: Market Forces: Supply-Side Factors 
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Source: Nigeria RIC Survey 2010

The finding that rural non-farm businesses are driven more by supply forces rather than demand factors contrasts with the experience of big enterprises in the organized private sector, which are influenced more by demand-pull factors. This is consistent with the small size, lower cost structure, scope of operations and flexibility of rural enterprises. Such enterprises are usually easier to set up and do not require a high level of skilled or professional manpower to run. As a result, entry and exit are usually far easier than for large enterprises. Besides, level of competition is smaller among rural non-farm enterprises than the larger enterprises in urban areas. 

3.2. Finance, Infrastructure and Governance
3.2.1 Finance-Access to financial services

There are 43 formal financial institutions serving members of the various communities surveyed as well as the domiciled enterprises. However, only 18 percent of businesses claim to receive one form of financial service or the other from formal financial institutions. Another 19 percent of entrepreneurs claim that they participate in informal saving or insurance associations or groups. The survey revealed that access to formal financial services for individual enterprises is highly limited particularly in the Lagos region. The relationship of only 37 percent of rural businesses with either formal or informal financial institutions is a reflection of the high number of rural enterprises that see sourcing of finance as one of the top three investment obstacles (75 percent). It could be inferred that many rural enterprises may have decided to avoid financial institutions due to the number of factors already highlighted in this report. 

The survey showed that the banking habit of  rural communities is extremely poor as only 1 percent have check cashing services, 2 percent have current accounts, and another 2 percent benefit from money transfer or payment services, while overdraft authorization and insurance services are completely nonexistent. Furthermore, only 2 percent have lines of credit or a loan from the formal financial institutions. The 2 percent of businesses with credit lines or loans access these mainly from micro finance banks, cooperatives and  privately owned commercial banks. Figure 4 shows the various sources of credits and loans and the percentage of funds received by rural entrepreneurs from these financial institutions.  

Figure 4:  Sources of Credits and Loans
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        Source: Nigeria RIC Survey 2010

The banking habit of rural enterprises in Lagos in the South West zone of the country is much better in terms of savings in both formal and informal financial institutions. The survey showed that 30 percent of businesses in Lagos participate in informal savings. This finding is consistent with over a century old traditional practice of saving money with local private money lenders and cooperatives known locally as Esusu. 

The banking habit is worse in Kano in Northern Nigeria, particularly with regards to savings. This again is consistent with traditional practices in Northern Nigeria where people, especially in the rural and semi-urban area, as part of their Islamic religious practice marry more wives and hence have more children. The resultant effect of this is disposable income with little or none left for savings except they are very wealthy. 

Amount borrowed by businesses vary from N15, 000 to a maximum of N1, 000, 000. Figure 5 shows a breakdown of amount borrowed by businesses. About 70% of the amount borrowed is N100, 000 and below. This finding is consistent with the generally known fact that the capital outlay of most rural businesses is relatively small when compared with businesses in urban areas. The low level of capital required by rural enterprises is very much within the domain of micro finance banks, which were created to cater to the financial needs of this category of operators. 

Figure 5:  Level of Amount Borrowed by Rural Enterprises
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Source: Nigeria RIC Survey 2010

3.2.2 Infrastructure
3.2.2.1 Road and transport infrastructure
Data obtained from the surveyed communities support the perception of entrepreneurs that business activities suffer from poor road infrastructure. In about 81 percent of the surveyed communities, road surface is made of dirt while only 19 percent have asphalt. The survey showed that as a result of the poor quality of the roads, 19 percent of them are impassable during the rains. The impact of this seasonal challenge on productivity and business growth can be evaluated in subsequent surveys. 

The two major means of transportation within the rural communities are motorcycles and bicycles. About 81 percent of the businesses use motorcycles as their major means of transportation within the surveyed communities while about 19 percent depend on bicycles as their major mode of transportation. On the other hand, the major means of inter-community transportation are automobiles, buses and motorcycles. Figure 6 shows the major means of inter-community transportation used by rural enterprises.

  Figure 6:  Means of Inter-community Transportation: National
[image: image6.png]Motorbike

Bus

Automobile

0%

10%

20%

30%

40%

50%





Source: Nigeria RIC Survey 2010

3.2.2.2 Regional Differences in Means of Transportation
As shown in figure 7, in Lagos, the dominant means of inter-community transportation is automobiles. In this area, the distance between communities are relatively shorter compared to Kano and Enugu. The automobiles are fairly used vehicles popularly called tokunbo, which are affordable. They usually carry few passengers (4-5). These are supported by motorbikes as the next means of transportation. The absence of buses, which carry about 14 -18 passengers can be understood as these may not carry economic loads within the short inter-community distances.

Figure 7:  Means of Inter-community Transportation: Lagos (%)
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                       Source: Nigeria RIC Survey 2010

Distances between communities in Kano are usually very long. As a result, the first major means of transportation there as shown in figure 8, is bus for reasons of economies of scale.  The second major means of transportation is motorcycle. Some of the motorcycles are owned by the male entrepreneurs themselves. The use of automobiles in this region is not very pronounced as shown in figure 8.

Figure 8:  Means of Inter-community Transportation: Kano (%)
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                     Source: Nigeria RIC Survey 2010

Buses are the dominant means of transportation in Enugu as shown in figure 9. In this region, inter-community distances are not as pronounced as in Kano and are not as short as in Lagos.  The two major means of inter-community transportation are automobiles and motorbikes.  

Figure 9:  Means of Inter-community Transportation: Enugu (%)
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                          Source: Nigeria RIC Survey 2010
The average time required to transit from a community to the central market within the local government and the state, using the most common means of transportation is 22 minutes and 53 minutes respectively. In Lagos, due to the shorter distances between communities in the local government, it takes 18 minutes to get to the central market. In Kano, it takes 26 minutes while in Enugu, it takes 22 minutes. 

Rural enterprises transport a 50 kg of food grains from the geographic center to the central market within the local government at N158 ($1.04) while from the geographic center to the central market within the state, it costs N343 ($2.25).  The survey shows that rural enterprises in the Lagos region pay exorbitantly high for the transportation of food grains. Table 6 shows that while entrepreneurs in Kano and Enugu pay N167 and N209 respectively, to transport one 50kg bag of food grain from the geographic center to the state market, those in Lagos pay N707 for the same quantity. This could lead to higher product selling prices in Lagos compared to the other areas. It could also affect profitability and business growth in this area negatively. Overall, Kano enterprises pay the least on transportation.
   Table 6: Cost of Transporting 50kg Bag of Food Grain to the Market
	
	Local Govt. Market
	State Market

	
	Cost in N
	Cost in US $
	Cost in  N
	Cost in US $

	National Average
	158
	1.04
	343
	2.25

	Lagos
	334
	2.20
	707
	4.65

	Kano
	66
	0.43
	167
	1.10

	Enugu
	96
	0.63
	209
	1.38


     Source: Nigeria RIC Survey 2010
Table 7: Road Types Within and Outside Communities, 2010
	
	Roads Within the Community
	Inter-Community Roads

	
	%
	%

	Dirt
	81
	60

	Asphalt
	19
	37

	Gravel
	0
	2


                                                 Source: Nigeria RIC Survey 2010

3.2.3 Electricity
About 100 percent of the communities surveyed are electrified. However, due to irregular supplies of electricity in Nigeria, which is a common feature, many households in rural communities do not have regular supply from the national grid. For the non-farm enterprises, 26 percent of them depend on electricity while the rest 74 percent do not use electricity for their operations. Among those who use electricity, 20 percent of them claimed that the electricity supplied is adequate for their operations while the rest 80 percent stated that it is not sufficient. Respondents claimed that in one month they experience about 220 power interruptions. To compliment power supply from the public grid, 52 percent of electricity-dependent enterprises have generators, 5 percent of them share generators with others while the rest 43 percent have none.  It is expected that improvement in the electricity supply situation will help entrepreneurs minimize costs as well as concentrate on their areas of core competences and improve efficiency.

3.2.4 Telecommunications
Up until the emergence of GSM phones in Nigeria, the country had extremely poor telephone density. With the entrance of GSM phones in 2002, the telephone density has improved tremendously. However, level of ownership of fixed line telephones has remained low. Consequently, the survey revealed that only 1 percent of rural enterprises has access to fixed line phones.  Among those without fixed line phones, none has applied for one. Instead, rural enterprises depend on cell phones for their operations. 42 percent of businesses use cell phones while 58 percent have none.  Only 1 percent of the respondents perceived cost of cell phones as a major issue. 
3.3 Governance
3.3.1 Local governance 
All the communities surveyed have appointed traditional chiefs who administer the people through council members. There is a high level of security, safety and minimal report of conflicts.  Rural enterprises operate with minimal interventions from the local governments. In many cases, the local government secretariats are far from the communities. The survey showed that only 1 percent of businesses submitted applications to the government in the last one year for construction permits. Similarly, only 1 percent secured contracts from the government in the last one year. In addition, no business claimed that it made any payment to the government to get anything done. The survey showed that in terms of governance and social cohesion, the prevalent investment climate in the communities surveyed is attractive.

 3.3.2 Conflict resolution
93 percent of rural enterprises in the communities surveyed perceived no obstacle with existing legal systems and conflict resolution mechanisms. Only 3 percent noted that they perceived some minor obstacles with the existing legal system. According to 90 percent of community leaders interviewed during the survey, within the last three year some electricity projects have been embarked upon, which have benefitted almost everyone in the communities. These projects   have helped to develop business conditions in the surveyed communities. 
3. 4 Other General Findings
3. 4.1. Farm/Nonfarm Enterprises

52% of all interviewed were nonfarm enterprises while 48% were farm enterprises.
Table 8: Enterprise Type

	
	Total
	%

	Non Farm
	533
	52

	Farm
	499
	48

	
	1032
	100


3. 4.2. Location of Household Enterprises

A large proportion (56%) of nonfarm enterprises is located at owners’ residence. The converse is the case for farm enterprises. 72% of these were located outside the owners’ residence.

Table 9: Locations of Household Enterprises

	
	%

	Household enterprises not located at owners’ residence
	56

	Household enterprises  located at owners’ residence
	41

	Household enterprises without fixed location
	3

	Stand alone enterprises
	0

	Total
	100


3. 4. 3. Time of commencement of business

Majority of the rural non-farm enterprises started within the past ten years.

Table 10: Time of Commencement of Business
	Year 
	%

	 2000-2010
	54

	1990-1999
	23

	Before 1999
	23


3. 4. 4. Person that started the business
Most of the businesses were established by the owners. A few (17%) inherited an existing business.

Table 11: Who Started the Business?
	
	%

	Establish by self
	81

	Bought an existing business
	2

	Inherited the business
	17


3. 4. 5. Ownership Structure
Most (81%) of rural enterprises in Nigeria are owned by individual members of the households. Only 19% of non farm enterprises are the businesses jointly owned by the household. Comparatively, 31% of farm enterprises are jointly owned. In most cases, 96% of the primary owners also manage the business.
Table 12: Ownership Structure 
	
	%

	Fully owned by one household member
	75

	Fully owned by one household
	25

	Partnership, incorporated etc
	0

	Total  
	100


3. 4. 6. Primary Motives for Starting the Nonfarm Enterprise
The primary motives for starting nonfarm enterprises are that household lost wages and the desire to tap market opportunities. Some members went into business because they obtained some skills. Others desire socioeconomic independence.
Table 13: Motives for starting nonfarm enterprises 

	
	%

	Household lost wages
	33

	Market opportunity
	26

	Obtained skills
	17

	Socio-economic independence
	11

	Low agric income
	7

	No access to agricultural land
	5


3. 4. 7. Major obstacles overcome to start business

For most (82%) of rural enterprises in Nigeria the major obstacles to business start-up was availability of funds. Just 5% had problems in accessing input materials.
Table 14: Major   Obstacles Overcome to Start Business
	
	%

	Start-up capital/fund/availability of loans
	82

	Access to inputs/raw materials
	5

	Knowledge about markets
	4

	Other obstacles
	9


3. 4. 8. Characteristics of business owners

Majority of rural business managers in Nigeria are between the ages of 19-50 years. This is especially so for nonfarm enterprises where over 66% of the managers are in that age range.

Table 15: Characteristics of Business Managers 
	 Age 
	%

	19-30 years
	26

	31-40 years
	28

	41-50years
	21

	51-60 years
	13

	Above 60 years
	12


3. 4. 9. Sex of business manager

A large proportion of nonfarm operators (59%) are managed by females while males (73%) manage farms enterprises. On the whole, a slight majority of enterprises (57%) are managed by male members of households.

Table 16: Sex of business managers 

	Sex
	%



	Males 
	57

	Females
	43


3. 4. 10. Educational level of business managers
Only 4% of rural business managers in Nigeria have less than 6 years of education.

Table 17: Educational Level of Business Managers
	 Years of Education


	%

	Less than 6 years of education
	4

	6years of education
	36

	7-11 years of education
	10

	12 years of education
	26

	Above 12 years of education
	24


3. 4. 11. Years of business experience

Most (60%) of the respondents do not have more than 10 years experience prior to running the business.

Table 18: Years of Business Experience
	 Years of business experience prior to managing the business
	%

	1-5 years
	29

	6-10 years
	31

	11-15 years
	11

	Over 15 years
	29


3. 4. 12. Business Registration
Virtually all the businesses are not registered.

Table 19: Business Registration
	 Whether Business Registered
	%

	Yes
	1

	No
	99


3. 4. 13. Attempt At Business Registration
None of the respondents (100%) have tried to register in the last one year.

Table 20: Attempt At Business Registration
	 Has the business tried to register during the last one year?
	%

	Yes
	0

	No
	100


3. 4. 14. Obstacles encountered in Business Registration

The response “no obstacle” actually means ” not applicable “ as an overwhelming majority did not register their businesses or made any attempt to register within the period under consideration. Federal and state governments in Nigeria usually do not bother rural enterprises on registration. 

Table 21: Obstacles to Business Registration
	 Severity of some obstacles to business
	%

	Time spent for business registration
	No obstacle

	Cost of business registration
	No obstacle

	Procedure of business registration
	No obstacle


3. 4. 15. Fee Payment
Majority of the respondents (77%) did not pay any levy in the last one year.

Table 22: Payment of Fees
	 Fees/levies paid by the business to the local government in the past year
	%

	One levy
	20

	Two levies
	3

	No levies paid at all 
	77


3. 4. 16. Unofficial Fee Payment
Most of the rural enterprises did not pay unofficial amounts to officials.

Table 23: Unofficial Payments
	 Unofficial payment or gift expected or requested?
	%

	Yes 
	1

	No
	22

	No levies paid
	77


3. 4. 17. Main business Activities
Main activities in rural Nigeria is farm enterprises (48%), food processing (25%), trading (13%) and services (8%).
Table 24: Main business activities
	 Main industrial sectors
	%

	Agriculture
	48

	Food and beverages processing
	25

	Textile and Apparel manufacturing
	1

	Wood products/furniture
	1

	Other manufacturing
	1

	Construction
	1

	Transport and storage
	1

	Wholesale trade
	13

	Other services
	8


3. 4. 18. Sales Revenue
Just about 2% of rural Nigeria enterprises earn N0.85Million Naira and above. About 18% earn at least N250,000 per annum. Those earning at least N100, 000 were 57%. About 43% earn less than N10, 000 Naira per annum.

Table 25: Sales Revenue
	 Annual Sales Revenue of Rural Enterprises in Nigeria.
	%

	1.5 Million Naira and above
	1

	850,000 – 1.49 Million Naira
	1

	500,000- 849,000 Naira
	4

	300,000 – 499,000 Naira
	8

	250,000 – 299,000 Naira
	4

	200,000 – 249,000 Naira
	9

	150,000 – 199,000 Naira
	12

	100,000- 149,000 Naira
	18

	50,000 -  99,000 Naira
	25

	Below 50,000 Naira 
	18


3. 4. 19. Main Products/Services of Rural Enterprises
Main products are cassava, maize and fish farming as well as palm oil production and retail trade.
Table 26: Main Products/Services
	Main products/services of rural enterprises in Nigeria

	
	   Total
	Farm Ent
	Non farm
	      Lagos
	   Kano
	  Enugu

	
	     %
	    %
	    % 
	     %
	     %
	    %

	Cassava production/Farming
	   14
	   28%
	1
	    28  

Mainly in Lagos
	       _
	   17

	Yam production/Farming
	     1
	    3
	 _
	   1
	       _
	    5

	Maize farming
	     14
	    28
	0
	    6
	      27

Mainly in Kano
	    5

	Vegetable farm
	     2
	
	
	
	
	

	Rice production/farm
	     3
	    5
	 0
	    0
	      4
	    5

	Garri processing
	     5
	    _
	 9
	    10
	     1
	    4

	Fish processing
(fried/dried)
	     2
	    _
	 4
	    4
	     1
	    _

	Maize processing/pap
	     3
	     -
	   6
	    1
	    2
	      6

	Maize processing/flour
	     1
	
	
	
	
	

	Meat processing 
	     1
	
	
	
	
	

	Animal farm (sheep/goat)
	     2
	
	
	
	
	

	Poultry
	     4
	
	
	
	
	

	Retail trading (provision shop)
	     7
	
	   13
	    6
	   6
	     9

	Trading (food stuff)
	     1
	
	
	
	
	

	Block molding
	     1
	
	
	
	
	

	Restaurants/Cooked food vending
	     1
	
	
	
	
	

	Hair dressing salon
	     1
	
	
	
	
	

	Welding
	     1
	
	
	
	
	

	Groundnut processing
	     2
	
	
	
	
	

	Bean/Bean Cake processing
	     1


	
	
	
	
	

	Fishery


	     2


	    4


	     _


	      6

Mainly in Lagos
	   _


	_



	Fashion design/tailoring
	     4
	     
	   
	
	
	

	Palm oil production
	     3


	     _


	     5


	     _


	     _


	     9 (Enugu Mainly)

	Vegetable oil production
	     1


	     
	     1


	      _


	     2


	-

  

	Mechanic
	     1
	
	
	
	
	

	Furniture making
	     3
	
	      5
	      -
	      -
	-

	Sorghum/Millet farming
	
	     _
	
	
	7 Mainly in Kano
	


3. 4. 20. Sales Record

Most of the respondents (89%) do not keep complete sales record.
Table 27: Sales Record
	 Whether Complete Sales Record Kept?
	%

	Yes
	11

	No
	89


.

4. CONCLUSIONS
· A total of 1032 rural enterprises were covered in this survey.

· Most of the rural enterprises in Nigeria are owned by a household member who usually manages the business.

· The average rural enterprise manager in Nigeria is below 50 years of age.

· Availability of start-up capital was the major obstacle that most rural businesses had to overcome.

· A large proportion of non-farm enterprises (59%) are managed by women. The men are more among farm managers.

· Rural enterprises were usually started either due to loss of wages by households, the desire to tap some market opportunities or because some household member obtained some skills and want to be economically independent.

· Virtually all rural businesses in Nigeria (99%) are unregistered. Therefore, they usually do not pay any levies or fees to either the Federal or State governments.

· The average annual sales revenue of a Nigerian rural enterprise is about N100, 000.00 although the majority of the enterprises do not keep complete sales record.

· Rural enterprises in Nigeria do not for now feel the impact of the formal finance sector. In fact only 17% of all enterprises interviewed have a savings or current account in any formal finance institution.
· None has coverage of any formal insurance provider for its workers. Only 1% insured for fire.
· The informal finance sector is slightly active. About 19% has some savings with micro-finance institutions. About 2% had loans from these micro-finance institutions.

· The average size of loan is about N100, 000.00 with monthly repayment schedule and an unfriendly 10% per month interest rate.

· Family and friends are important sources of funds for rural enterprises, obviously because the loans are usually interest free. Funds from family and friends are used mainly to purchase needed material supplies.

· About 36% of the rural enterprises desire loans from micro-finance institutions as working capital. About half of them require no more than N100, 000.00 as loan.

APPENDICES
1. Definitions
 Rural Investment Climate Survey
The rural investment climate survey is the assessment of the factors that act as incentives or disincentives in starting and running a business including financial services, infrastructure, governance, regulation, taxes, labor, or conflict resolution.

Until recently, majority of Investment Climate Assessments (ICA) was heavily biased toward registered (bigger) enterprises in the manufacturing sector, which are typically located in urban areas. Rural areas have lower population densities, making infrastructure and many services costly to maintain. There are relatively more market failures in rural areas due to high transaction costs, seasonality and employment patterns as well as weak demand for goods and services. Most importantly, the rural population typically accounts for about 60% of most countries. This means any positive change in the lives of the rural populace would make significant impact on the economy of the country.

Rural Area 
There is no standard definition for a rural community. The working definition for rural areas by the National Population Commission is any community with population below 2000, with agriculture serving as the main economic activity and lacking one or more of basic amenities like electricity, pipe borne water, tarred roads etc.

Rural Household
A rural household is a family that eats from the same pot.
Rural nonfarm Enterprise  

A rural nonfarm enterprise is an economic unit operating on its own account in a rural setting and pursuing, fully or partly, nonfarm activities. The definition of nonfarm enterprise as stated here includes (i) any nonfarm income-earning self-employment activity undertaken by any member of a household, and (ii) any nonfarm production activity undertaken by a non-household organization. Processing farm products (excluding primary processing, such as cleaning, etc.) before selling them, however, is a manufacturing activity and thus falls under the heading of nonfarm enterprises. Mining also is included in the nonfarm sector. The location of an economic unit owned by a household is irrelevant.

A rural farm enterprise is defined as an economic unit operating on its own account fully or partly involved in farm activities, like raising animals or fish, growing crops, fishing or forestry, where the products of these activities are simply sold. 

Appendix 2: Questionnaires (See attachments)

1. Community Questionnaire

2. Household Questionnaire
3. Enterprise Questionnaire
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