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COMPARATIVE ANALYSES OF SOURCES OF FINANCE OF
COMMERCIAL MOTOR CYCLE OPERATION IN URBAN
NIGERIA: A CASE §S7UDY OF OGBOMOSO AND AGO-
IWOYE

AJIBOYE ARAOYE OLARINKOYE
ADEBANJIO ADEOLA ADEBANJI.
AYILARA MOBOLAJ! AKEEM

This paper examines the various sources of financing conunercial motorcycle
operation in Nigeria, usine Oghomoso in Oyo State and Ago-fwoye jn Ogun-
state as a case study. The analvsis of the sources of funding as made to identify
how best commercial motorcyele operation can be financed and ways of
assisting the operators. /A total of four hundred questionnaires  were
administered randomly 1o the operators and secondary data were also sourced
from articles and journals while the data gencrated was analyzed using
descriptive methods such as simple statistics. The [indings showed that co-
operative societics arc the casiest means of accessing fund by commercial
motorcycle operators ill the siudy arcas, while funds through bank loans still
ranked low Therefore, the researchers recommend that government should
provide additional equity to mecel the fund requirements of operators.

Kevwords: Finance, Commercial motoreyelz, Operation, Comparalive Analysis.

Introduction

One major problem that keeps on resurfacing in our day-io-day lives is how
to get an adequate fund for our daily activities. It is fact that no individual,
organization, public or private. small or medium cven govermment can function
satistactory and cffectively without adequate funds Not only the source alone
but also, the flow must be constant and at the right time. The problem of
inadequacy ol lunds culs cross the whole world, though much more
compounded in developine ceonomy. including Nieeria as a result of general
low level of income, with its resultant effeet on savings culture, which 1s almost
at the zero point (Osoba, 1987).

No business can strive no mater how standard its business plan and feasibility
study are without good source ol finance. Finance is the most imporlant factor
that would make or break a business. Of al’ the resources that a business would
need, be it human, tcchnology or nioney itscif. having various human or
technological resources would depend on money resources, according to
Adckanye (1990).

Ajiboye Araoye Qlarinkoye axd Adebanjo Adeola Adebanji ave lecturers in the
Transport Management Unii, Department of Management Science, Ladoke
Akintola University of Techaology, OQohonoso, Ove State, Nigeria’
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Furthermore, Adekanye (1990) observed that o attract best employecs in an
industry, retain them and to an cxient motivate them will on the short run
depend so much on money. So also 1o gei the best in respect of technological
advancement lies so much on issuc o fingvee. 'This portrays how important
issues of finance is 1o a business. Screral fae ors have been associated with the
difficulties businesses face in sccurme financ: from cstablished sources. These
may include lack of information on the part ot lenders to evaluate loan proposal,
the lots of transactions and risk associated with business concerns and small

businesses inabilily to deal with deficiencies in the business environment.
Attempts were made by the Central ?M.w.\ nf resources Nigeria to develop
policy mecasures Lo bridge the resources var in [inancing small scale enterprises.

Despite all these cfforts, the probicm of itm\iLqu tc funding continues and this
led to recent programmes. Such os NIRUVUND, NEXIM scheme, people
community banks and lately Micro Finance Bank. It is a common knowledge
that an average potential entrepreneur in Nigeria upon asking the question - what
major problems he faces conccrm no his business the answer would point to
inadequate capital cither to starl or cvpand the business as his major problem.
Furthermorce, problem constituies @ majo- s back to transportation in Nigeria.
Most commercial vehicle operators, who might wish to contribute positively, to
the economy to rcach unforesecable height could not due to their capacity-
under-utilization. If not for personal savings, mpleasant interest-rated loans etc.
most other favourable sources arc not ali that readily available. In view of this in
it is imperative (o search into the very sources of {und of commercial motoreycle
operators in Nigeria in eencral. and in Ochomoso and Ago- [woye in particular.

Conceptual Clarification

Financing is the process ol sourcing and deployment of financial resources to
achicve a particular investment linc o meet sct objectives (Ajiboye and
Dosunmu, 2007). Two major elemenis of financing commercial/public transport
are common which arc the acquisition oi the vehicles, as well as the operation
and maintenance of the vehicles.

The former is a capital investmeni, which requires long term funds while the
latter is recurrent investment, \\lmh require short-term funds. In other words,
the operators of the commercial/public trapsport require the two forms of
finances, that is, the iong term and sh(v’ term, like overdraft. However, it has
been noticed according to Aboscde (1793) that most operators of
commercial/public transporl, incum‘;n;' o u‘.:n".«::.rciezl motorcyclists always ask for
loan without specifying the type of wredst they weanl. Even though it 1s very
prudent to use long term funds w [twaice both long-term and short-tenm
investments, it is dangerous imprudent (o nse short term funds to finance long
term project.

Furthermore, it was observed by /Abosede (1993) that, these are four possible

ways by which commercial/public transport basiness including the commercial
motorcyclists can be [inanced. .h',,.s; are cuwright loans, overdraft, leasing and



International Journal of Socio-Economic Development and Strategic Studies
Vol 3, Nos 1&2

direct purchase. From the above stated elements of finance. [t becomes
imperative that the commercial motorcyclists will have to choose between these
modes of financing the purchase of their motorcycles, either through outright
loans, leasing and direct purchase of the motorcycles. The first two modes
constitute debt investment which will make the entrepreneurs to look up to
financial institutions or cooperative societies for financial credits

Commercial Motorcycle as a Mean of Public Transportation in
Nigeria

According to Adeniji (1987), motorcycles have been developed since 1900 to
meet personal travel needs in industrialized countries. Although it is quite
difficult to trace the time the use of motor-cycles spread to the developing
nations, motorcycles have become very popular today as a mean of personal and
family mobility in rural and urban areas of Nigeria.

Available evidence has shown that the use of motorcycles for public transport
in Nigeria is dated back to the mid 1970s and early 1980s in different urban
areas particularly in Akure, Bauchi, Calabar, Ibadan, Lafia, Markurdi, Port
Harcourt, Uyo and Vola among a handful urban settlements (Adeny 1987; Udo
1988;0gunsanya and Galtima 1993; Okoko 1998 and Adeyemo 1998). The use
of motorcycles as a public transport has come to stay in both urban and rural
areas in Nigeria as a result of its high flexibility, as well as the high cost of
acquiring a taxi car or bus which can be used for cffective movement of people
from one geographical location to another within a stipulated time.

The motorcycle as a mode of public transport was introduced in Nigeria to
complement the few taxis and buses available to the increasing number of
people migrating to the urban areas as a result of their location, advantages,
employment opportunities and other few functions. There 1s also the
development of specialized traffic gencrating and traffic attracting land-use and
consequent increased separation of origins of intra-urban trips from destination
coupled with the new functions of the town which implies greater demand for
movement.

In Nigeria, the dwindling economy has affected virtually every sector of the
economy, including the urban public transport sector which has been severely
devastated. Thus, many of the private sector operators are finding it increasingly
difficult to maintain and as well manage their fleets of minibuses and taxis.
Expansion of such fleets is hampered by the exorbitant prices of vehicles spare
parts and high vehicle operating expenses.

In addition, the bulk of the available public transport vehicles usually
concentrate their service on remunerative and motorable routes. To fill the
growing gap in public transport vehicle supply, there is either a spontaneous
appearance or proliferation of commercial or public motorcycles in many towns
and cities in Nigeria such as Ibadan, Abeokuta, Lagos, Enugu, etc. beginning
from the late 1980s. Such appearances or proliferation of commercial
motorcycles was witnessed in both Ago-Iwoye and Ogbomoso to absorb the
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cevery-increasing students population m recent fimes. This marked the new trend
of using molorcycles as a means of public transport in Nigerian Urban Centres,

Methodology

This study focus on the major towns in Nigeria Opbomoso in Oyo State 15 the
hcadquarters of Opbomaosoland with five Jocal Government Arcas Namcly:
Ogbomoso North, Ogbomoso South. Opo-Oluwa, Orire and Surulere. It is the
sccond larpest town in the state and host Tadoke Akintola University of
Technology (LAUTECH). Ago-lwoye on the other hand 15 a university town
located in ljebu North Local Government Arca, Ogun state including Jjebu-Tgbo
(Headquarters) Oru-liebu. Awa, Haporu. Apunboyce to mention a few,

The rescarch employed both primary and sccondary sources of data. Primary
data were collected using questionnaire and m-depth interview. Both structured
and unstructured questions were used 1o clicit information. The questionnaire

as administered (o operators of motoreycles at their major terminals in
Ogbomoso and Apo- Iwoye respectively, These include TAUTECH gates.
General Hospital. Oria Narra. Stadium. Takie. Baptist. hospital. Randa Junction,
Sabo. Stadium Junction. in Ogbomoso and Oru Staton. [ta Merin.Olopomerin,
Garage as well as mm campus gate ol Olabisi Onabanjo University in Ago-
Iwoye.

A total of four hundred questionnaires were administered to the operators of
the motorcycles in Ogbomoso and Ago-Iwove with cach town having two
hundred respondents representing 10% and 12% of the registered motorcycles
operators in Ogbomoso and Ago-lwoye. The questionnaires were administered
using a random sampling procedure while participatory  and obscrvation
methods were also applied in getting enough information from opcrators and
union officials while the data pencrated was analvzed using descriptive
measures such as simple statistics supported by series of tables showing

pereentage distribution of the vanables,

Result and Discussion

From the analysis of the various financial options opened to commercial
motorcycle operators i Opbomoso and Apo-Iwove respectively as shown in
fable 1. Two hundred questionnaires were administered cach to the commercial
molorcychists in these towns at ther various terminals including the pates of
Ladoke Akintola University of Technology (LAUTCH]) Ogbomoso and Olabisi
Onabanjo University (OOU) Ago-lwove. This analvsis of sources of linance for
the purchase of motorcycles by the commcereial motoreyelists in the towns
revealed that 60% and 46% of the respondents in Ogbomoso and Ago-lwoye
have an outright purchase of their vehicles from their
personal saving, assistance from family members and from their daily weekly or
monthly contribution. Furthermore, 37% and 50% of the respondents in
Ogbomoso and Apo-Iwoyc were able to purchase their motorevetes through
toam from coopcrative socicties and banks whife the remaimiog 3% and 4% from

| &7
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respondents got their motorcycles throuph feaanp from cooperative cocenye:
micro finance banks and Non-Governmental Ofpanizations as well s relipau
and cultural organization,

It was also discovered that sourcing from fund throuph the cooperative
socictics was the casiest mean of accessing lund the commercial motarcyelimt.
duc (o a very Jow interest rate of cultural was ranked firsd with 40% of the
respondents in Ago-Twoye and ranked sccond 1in Opbomoso with 29% of the
respondents attesting 1o it T'rom the analysis of the questionnusres, 1t was
obscrved that 130 of the respondents with 80 gn Apo-lwoye uand 50 1n
Ogbomoso belong o one cooperative socicty or the other. This number
represents 65% of the entire respondents in the two fowns

This source of fund was followed closcly by personal savings with 307 and
23% of the respondents in Oghomoso and Apo-fwoye agreed that their matn
source of fund in financing thar motorcycle operation busincss was' through
personal savings from their previous job while it ranked sccond in Ago-Twoyc
and first in Ogbomoso.

Contribution and assistance by family members ranked third in both towns
with 15% from Ago-Iwoyc and 21 % from Ogbomoso. This demonstrates the
family unity in Africa in general and Nigeria in particular that we are our
brother's keeper. IFurthermore, the loan from commercial, community and micro
finance banks to commercial motorcyclists ranked fifth in both towns with 10%
and 12% of the respondents respectively.

Some of the respondents were able to finance the purchase of ther
motorcycles through the daily, weekly or monthly contribution otherwise known
as ‘Ajo' in Yoruba land or 'Esusu’ in Ibo land with 8% and 4% from Ago-Iwoye
and Ogbomoso respectively while assistance  {rom  governments  Non-
Governmental Organizations (NGO) was the least in both towns with 4% and
3% in Ago-Iwoye and Ogbomoso respectively. However, from the analysis of
the various ways of obtaining financial assistance, the bank loan secem to be the
most difficult of all sources of fund for the commercial motorcychsts in the
towns as 68% of the total respondents attested to this, followed by Government
and Non-Governmental Organization (NGO) with 13%, family member 9%,
cooperative societies 5%, daily/weekly/monthly contribution 3% and personal
saving 2%. The reason why bank and institutional foans are difficult to obtain 1s
because of the stringent conditions a borrower must satisfy before obtaining a
loan such as provision of collateral security and guarantor while the
disbursement of government institutional and Non-Government Organization
loans are often done through banks which also have condition to be met.

Tuble 1. Sowurces of Finauce for Commersercial Motorcycles Operalors i

Ago-Iwaoye and Ogboriose

Source of Finance Ago-lw?);c - Ogl’)—orn;u
! Freqg uet;z:;—ﬂ_kl—’r reentage | Frequency [Percentage
[Tersonal saving 16 T 123 60 50 |
Fomily member - 0 NEE T az { 21 -
U B — S e S SE L o ==
kDmly Contribution 16 B | & B L_
e e e e 4 — B | —/?-(‘~ —_— —_— o= - 25
Cooperative socicty 80 ) I = R
— B e EEEGEstE—sm———— el VT - ":; . 12
Bank loan 120 10 B NEN

l:;(x-(unonlr— ‘ Ts - ‘L U M S . 10()__““—_-"1
s tz60 — J1e0 [0
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From the analvsis of the responses of the respondents in the two towns on
whether they have an account or book of record. 1t was discovered that only 124
respondents representing 62% in Ago-Iwove and 75% Ogbomoso have financial
records of their operation which were not kept accurately and adequately. Also,
48% and 54% of the respondents i Ago-Iwove and Ogbomoso operate savings
or current account which are for personal or commercial usage.

Conclusion and Recommendation

The contrnibution of commercial motorcycle operators to economic self
reliance of the nation is indisputable and deserve more support than what they
are currently receiving from the governments. corporate bodies and Non-
Govemment Organizations.
This study has shown that the key problem facing the public/commercial
motorcyele operators in Nigeria 1s inadequate capital. The government should
therefore provide additional equity to meet the increasing funding requirement
for the commercial motorcvelists. The commercial motoreycle operators must
create a conducive atmosphere that will guarantee the ncecessary confidence and
integrity required before credit facilities can be cxtended to them by the
financial nstitutions and co-operative societies while the financial institutions
are in the better position to monitor the activities of the lease programme such
that when the positions have been jeopardized. they can imvoke the sanctions
contained in the lcase agreement. In addition. there is need for proper financial
record keeping to monitor their profit or otherwise. Monitoring of such gains
can help to predict accurately when borrowed funds can be repaid and the profit
can be ploughed back into business in acquiring another motorcycle.
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