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ABSTRACT

The prrpose of this study was 10 examine the determinants of credit acquisition amony furners
in thole local government area and its effect on their output. Specific objectives are 1o describe
the socio-economic characteristics of the farmers, identifv the sources of credit available 1o the
farmers, identify problems that constrain favmers from agricudtural credit acquisition, evaluare
the effect of using credit on farmers output. Data were collected from 100 roespondents usiing
structured questionnaire. Data collected were analvzed using descriptive statistics, multiple
regression analvsis, gross margin analysis and the study hypothesis was tested with the
independent t-test. The result showed that majority (84%) of the respondents were males with u
mean age of 47 vears. 98% of the farmers have formal education, 89% were marrvicd with
majority having large households of above 3 persons. Majoriey (79% are fulltime farmers vwiil,
the rest are secondary farmers, Majority (48%) could source for credic from fiiends and
relutives. 33%, from cooperative societies, 6% from monev lenders and 13% trom formal
vources. The resudi of the multiple regressions indicared that age. household size, marital siatis
education level, occupational status, farm size at varied signs and fevels s significant prodic ¢
of amouni of agricultiral credit acquired by farmers. The constrainis 1o credit LN IO s
perceived by furmers include: mode of repavment, non-membership of cooperative sociery, hivh
fnterest rate. lack of collateral securite. complex processing procedure and lengthn time 1o
LI for

process loan. The result shovws the mean profit marain of users us 213830 qud N1
non-wser with a t-value of 18 417 and 9.639 respectively. This implies that credis uve would hest

deternine the profit margin of farmers in the study area

Xi




CHAPTER ONE
INTRODUCTION

1.1 Background te the study

Agriculture is the cultivation of crops and rearing of livestock for the satisfaction of human
needs and it is the most important sector towards the development of anv nation Food and
Agriculture Organization, 1998). Agriculture provides the greatest avenue for empioyment,
income and foed for Nigerian populace. The agricultural sector has been an importan:

component of the Nigerian economy with peasant farmers producing over 90%, of ayvailabic lood

in the country and 70%, of the tabour force relving on these sectors (Amao. 2003 Avriculiural
sector ineidentally lies in the hands of small scale tarmers. whose expansion in terms of
provision and scale of production is low due o low inputs and low income. The decline in the
Nigerian economy. particularly in the area of agricultural productivity, has often heen blamed on
lack of credit facilities, which prevented many farmers from adopting improved practices, since
some ot them lack the collateral to secure loan or credit from financial stitutions (Asogwu,

2014).Alfred (2005) opined that acquisition and utilization of credit tor agrnicuitural purposes

promote productivity and consequently miprove food security status of 4 community.

Agricultural credit 15 very important tor the achicvement o <ostimahle agriculiural
development in any country of the world. Rural credit has proven o be w poweriul instument
against poverty reduction and increased income among rural farmers. Farmers are particularly in
need of credit as an instrument. because of the seasonal pattern of their activities and the
important uncertaintics they encounter (Nwaru ef al. 2006). Agricultural credit enhances

productivity and promotes standard of hiving by breaking vicious cvele ol poverty among smal!




scale farmers (Nwaru ef al., 2006). Adegeye and Dittoh (1985) described agricultural credit as
the means of obtaining control over the use of money. good and services in the present i
exchange for a promise to repay at a future date. Imoudu and Onaksapnome (1992) contended
that agricultural loan is a crucial input in small holder agriculture because i1 enables small seale
farmers to establish and expand their farms as this would increase their meome and ability 1o

repay loan.

The crucial role of credit in agriculiural production and development can also be appraised from
the perspective of the quality of problems emanating from the lack of it In modemn frming
business in Nigeria, provision ot agricultural credit is not enough but efficient use of such credin
has become an important factor in order 1o increase productivits. Credit is not only necded for
farming purrase. but also for tamily and consuniption expenses especiallv during the of1 season
pertod. Credit has also been discovered to be a major constraint on the miensifivaton ol bt

large and small scale farming (Von-Pischke. 1991).

The role of agricultural credit in the agricultural development of a country cannot be
overemphasized. One of the reasons for the decline in the contributions ot agriculture 1w the
ccononmy is lack of a tormal national credit pohey and paucity of credit institutions. which can
assist farmers (Olagunju and Ajiboye. 2010). The absence of rural banks or their nnwilhingness
o meet credit need of rural farmers largely accounted tor the wide o e of mbermal fending
mstitutions on agricultural production in the rural areas. In the developimg countries. the rofe ot
agricultural credit is closely related to providing needed resources which Fanners cannot source
from their own available capital In respect to this. the provision o agriculural credit has

become one of the most important area of intervention by the government in the promotion of
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agricultural development in Nigeria (Olagunju and Adeyemo, 2008). Credit {capital) s viewed as

more than just another resource such as labour, land, equipment and raw materials (Rahji. 2000,

According to Shepherd (1979) credit determines access to all of the resources on which larmer
depend. Consequently. provision of appropriate macroeconomic  policies  and  enabling
mstitutional finance for agricultural  development is capable of facilitating agricultral
development with a view to enhancing the contribution of the sector in the generation of
employment. income and foreign exchange (Olomola, 1997). Despite the importance of credit 1o
farmers. thev still face some challenges in the acquisition of it which make most of them to et

discourage and relent in their effort (o contribute Lo the productivity of farm produce

1.2 Statement of the problem

Despite the fact that a bigger percentage of Nigeria's population engage m agricultural

activities and that about 80 percent of the rural dweilers are involved in farming activities

{Agriculture and rural development 2012), there is little effort by institutional enders and other
financial institutions to facititate credit to this industry which is crucial in rapid development of
this dominant section where most of the rural sectors are engaged. There wre very few banks
which cater for the spectfic credit and saving needs. The available Precereent eredit sersjees e
operated by small credit schemes. which are linsited in Seope and Bave aoeeife targel 2roups
Adams (2001). The inadequacy in financing and credit arrangements i the rural arcas impede
development of agriculture and rural sectors. Gisen that this sector s the mainstay ol o Jaree

segment of the populace: their poar performance makes the Fight against poverty even more

challenging (Kimuyu and Omiti. 2000).




According to Nyoro (2002), lack of access to credit facilities has been highlighied s ke

increasing. It includes access to credit to cover lump sum and smooth farmers™ consumption
among others. The expenditure requiring lump sum includes purchase of fann inputs. ploughime.
top dressing. labour and irrigation activities. Muny farmers have hardly been able te mect these

tarm expenditures due to lack of financial command and potential.

The thrust of this study draws from the premise that access to credit by farmers is the key
to tnereasing Productivity (Nyoro 2002). Majority of these farmers face Liquidity constramis that
compromise the crucial investments in agriculture and other scctors NECEssary N nereasing

productivity (Doward et af. 1998).

The study therefore established how socio-economic characteristios of farters, lach ot
collateral. basic loan requirements by financial institutions and interest on loans ete. has hindered
farmer's access to credit. For this reasons this paper seek to give answers to the following

research questions:

1. What are the socio-economic characteristics of tarmers in the study area”’

2

What are the sources of credit available to furmers in the study arca’?
3. What are the socio economic determinants of credit use among farmers in the study area’”
4. What are the constraints faced by farmers in the acquisition of credir?

> What is the effect of credit acquisition on farmers output”




1.3 Objectives of the study

The general objective of this study is to examine the determinants of credit acquisition by

farmers in Ikole Ekiti local government arca ot Ekiti State.
The specific objectives are to:

i. describe the S0CI0-economie characteristics of the rural farmers in [kole Local Govermment

Ared;

1. identity the sources of credit avatlable to the respondents:

i tdentity problems that constrain farmers from agricuttural credit acquistion:
v cevaluate the effect of using credit on farmers” output.

1.4 Hypothesis of the study

Ho- There is no significant difference between the profit margin of farmers that yae vredit and

those that do not use credie.

Ha- There is a significant ditference between the profit margin of farmers that use credit and

those that do not use credit.

L.5 Justification for the study

Nigeria is a country blessed with good cultivable land for agriculture but 1o the Countey o he
able to attain and sustain national food security there will be need v mprove agncuiture greatly
at the rural level. In order 1o achieve massive food production which will save the country from

expending its foreign exchange on mmportation of foods. there 1S a need 10 provide the rural




farmers which is where the food products come from with credit facilitics that will increase their
mput level and thus increase their productivity. The farmers require credit for praoduction
purposes: Credit ts required for the payment of wages. procurement of inputs, like fertilizers,
herbicides and improved seeds; Credit is needed for muarketing of’ produce like vansportation,

storage, processing and other marketing related functions especiatly during the ot seasons

This study will provide useful information on the status of farmers and various fuctors that
determines their use of credit from commercial banks and other il isututions, s
information will be vital for policy makers in taking appropriate actions toward fucilinating the
establishment of comprehensive and sustainable credit products for the deveiopment of
agriculture in the rural areas. The study results will also benefit development partners and civil
society orgunizations involved in the provision of credit facilities to farmers i moditvmy the
lending measures and conditions to better serve the specific credit needs ot their clients, In
general, it is hoped that the end result of this study will provide a thrust to explore the possibilin

of providing credit facilities that directly support Farmers 1o increase productiniy




CHAPTER TWO

Literature review

2.1 Concept of credit

The word “credit has been given several and varying number of meaning, some pevple refer 1o it
4s “loan’ white others used the term “borrow” to qualify credit, Pischie er al. (19831, defined
credit as a loanable fund which permits the purchasing of services. money or goods 10 e
preseat. based upon the promise to pay for time af some time in future. From this i can he
wierred that credit provide the means for the temporary transfer of assets or the use of such

assets from a man or organization that has them, 1o 4 man er organization that has not.

Baker and Hopkins (1979), however, made a ¢lear distinction between credi and foan e
referred to credit as ay assets or a financial reserve which the farmers can call upon when necded
provided he has not used his credit assel” by exchanging it for a loun When o farmer makes 1
exchange of his credit for 2 loan. then he starts INCUrTing an interest charge. also he uses P part
of his capacity and hence part of his ability to acquire additional liquidity in the futyre by

borrowing.

Olajide {1981). defined credit as ‘monetary’ or tinancial aspect of cupital resources: captal
resources betng broadly defined as goods emploved but necessarily used up to e course of
production. They went turther to indicate that. it can take the form of Money i cash or banh

over dratts,

Adegeye and Ditoh (1985) defined credit as the process of obtaining control over the use of

money. goods and services in exchange for u promise to repay at a future date. A credin

i
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transaction often requires the provision of some evidence of debt obligation in return for a loan.
except In case of transaction between friends or relatives where loans were given based solely on

good relationship.

2.2 Agricultural credit in Nigeria

The role of agricultural credit as a factor of production to facilitate economic growth and
development as well us the need to appropriately channel credit to rural arcas tor CCUnNUIMIC
development of the poor rural farmers cannot be over emphasized (Okumuadawa, 19v7)
Agriculture contributes immensely to the Nigerian economy in many ways. namely: in the
provision of food for the increasing population: supply of adequate raw materiais to o grow ing
industrial sector: a major source of employment generation. torelgn exchange carnings. and.
provision of a market for the products of the industrial sector {Food Agricultural Organization,
2006). The agrarian sector has a strong rural base. hence. generatng concern tor agriculture wnd
rural development. Support for agriculture is widely driven by both Goverriment and the publee
sector, which has established institutional support In form of agricuitural reseurch, extension.
cominodity marketing. input supply, and land use legislation. to fast-track development of
agriculture and rural economic empowerment (CBN, 2007), Over the vears. the inabihity of this
seetor w expand and as well contribute meaningfully to the growth ot NIZETAN CConomy was
due to inadequate financing to improve on the situation that is. facilitating agriculiural credit

(World Bank. 1998).

Also. the problem of rapid agricultural development in Nigeria indicare~ tha ctorts directed ar
achieving expanded economic base of the rural farmers were trustrated by the scarcuy of wd

restrictive access to loanable fund. One of the reasons tor the dechne i e contribution of




agriceliure to the economy is lack of formal National credit policy and paucity ol credit
institutions which can assist farmers (CBN. 2010). The role of financial capital as a factor of
production to facilitate economic growth and development as well as the need to appropriately
channel credit to rural areas for economic development ot the poor rural farmaers cannot he over
emphasized. Credit (capital) is viewed as more than Just another resource such ax labour. L.
equipment and raw materials (Raji. 2008). Shepherd (2002) opined that credit determines aceess
to all of the resources on which tarmers depend. Consequently. provision of wppropriate
macroeconomic policies and enabling institutional finance for agricultural developmient 1S
capable of facilitating agricultural development with a view to enhancing the contrtbution of the
seetor in the generation of employment. income and foreign exchange (Olomola. 1997). The low
velume of business in the rural areas where poverty 1s most prevalent cannol suarantes
sustainable business activities to encourage the establishment of commerciz] banks provide the
needed finance for agricultural production. Morcover. the cost mplication of processing
agricultural loans in the rural economy makes it unattractive for conentional banks (o chanmel
thetr resourees to farming, Although. the commercial banks finance agricultural activities bt
their credits are urban based and so small that their impact cannot be felt m the rural areas where
farming actually takes place. Lack of priority attention 1o rural population iy credit delivery by
commercial and other banks in the economy contributed to the depressed economic conditions in
the rural economy. and this situation also affects the overall economic growth and development

of the nation (Bamisile, 2006).

Banking sectors in developing countries lend a much smaller <harce of their foan portfulios 1o
agriculture compared 1o agriculture’s share of GDP. This mits investnent in agriculture by both

farmers and agro-enterprises. It also demonstrates that the barrier 1o lending st due o a luck of




liquidity in the banking sectors, but rather a lack of willingness to expand lending 1w agriculiure.
Even when available, much of the agriculture funding tends to be intormal and shortetem:.
precluding longer-term investments. This informal funding only partially covers the finuncial

needs of farmers and small agribusinesses, and usually at a high cost.

According to Olagunju and Adeyemo (2008). the challenges Tinancial instiutions tace w e

oftering financial products to agriculture are threetold:

a} The transaction costs of reaching remote rural populations

b) Higher perceptions of hon-repayment due to secior-specific risks. such s prodiiction,
price and market risks.

¢) Financial institutions™ lack of knowledge in how to manage transaction  costs.

agricuiture-specific risks and how to market financial services 1o an agricultural ehient,

Also. governiment policies often prove to be ineftective and could in fact create impediments to
otfering hinancial services 1o the agreeultural sector. Policies like concessional lending practices,
mterest rate caps. and loan forgiveness programs create disincentis on for private sector icnding

while creating problems for government lending o agriculre.

Agricultural tinance needs to focus on the following four areas:

a} Segment the smallholder farmers and identify their financial needs.  Smallholdor
farmers are heterogeneous and have difterent needs. It is Important tw identuty various
smallhotder sub-segments and assess their needs and constramnis helore designing
solutions and products. Also. smallholder tarmers don't just need credit for agricuitural
activities but they alse need credit for other houschold needs uctivities. savings,
payment systems and insurance.

10




b) Find ways to de-risk agriciltural finance by addressing both idiosyneratic (or

d)

individual) risks as well as important systemic risks. Individual risks are often hinked
to credit risk assessment, and information and systems to help. Information can assist
financial institutions in credit risk assessment by promoting credit bureaus and linkages
with vatue chain companies. ete. Finding a good collateral. tor example, moveable
collateral, and not just rely on fitled land, could also help. On the ssatemie rish.
agricultural insurance. catastrophic sk programs. price hedging through commaodity
exchanges or value chains, can also provide some solutions,

ldentify appropriate institutions and delivery channels that would reduce the costs 1o
better serve agricultural clients, A variety of institutions can provide agricultural
finance, depending on the types of clients they serve. MFls and COOperatives can serve
sub-segments of small holder farmers through their local presence and CAPCTHse.
Commercial banks can also provide solutions through value chains and for berer
organized groups of smallholders. New technologies and advancements in mobife
banking sotutions as well as mereasig integration of farmers int beter DI cd
value chains can promote solutions and dehivers channels that reduce the vost of
serving disperse populations in rural arcas,

Address issues in the enabling environment and specific governiment policies that limis

the flow of tinancial services to small holders. Government policies can restrict

lending but also can crowd in private sector,

11




2.3 Institutions, programmes and schemes by the federal government aimed
at providing the financial needs of the rural farmers

The major institutions established to provide credit facilities for agricultural growth and

development in Nigeria were the defunct
a) Nigerian Agricultural and Co-operative Bank (NACB). 1973,

b) River Basin Development Authority (RBDA), 1977,

¢} Directorate of Food and Rural Infrastructure (DFRRI), 19%6.

dy Nigerian Agricultural Insurance Corporation (NAIC), 1987,

eb The Nigertan Agricultural Co-operative and Rural Development Bank (NACRDEB» 2hi]

The above institutions were complemented by the (ollowing programmes:
1) Agricultural Development Programme (ADP), 1975,

i) Operation Feed the Nation (OFN) 1976,

1) Rural Banking Programme (1977).

vy Green Revolution, 1980.

v} Family Economic Advancement Programme (FEAP), 1997,
vi} National Poverty Eradication programme (NAPEP). 1999,

The major agricultural financing schemes were the
a)  Agricultural Credit guarantee scheme fund (ACGSFE), 197%.

by Agricultural Credit Support Scheme (ACSS), 2006. (World Bank. 2000,
The vast majority of these programmes and institutions have disappeared without leaving
traces. with the exception of two, viz. the Agricultural Credit Guaranice Scheme Fund

managed by the CBN. and the NACB, which has become the NACRDE n 2001 The mam

12




reasons why these several dozens of programmes have failed. from the point of the view ol

the CBN. comprise:

(1) Lack of adequate skills to deliver services cifectively.

(1) Unwillingness of conventional banks to support micro Enterprises.

(111) Paucity of [oanable funds.

(1v) Absence of support institutions in the sector, legal, infrastructure. taining, cte.

(v) Incompetent management, poor corporate controls, poor credit administration and asset

quality and low management capacity of clients. One might add to this list a fow mere. such

4%
(4) Over emphasis of credit against seif-financing modes for small scale tarmers.

(b) Over emphasis on the political connotation of agricultural finance, which has tended 1o
create. reinforce and cement a perception that such loans coming from government solrees

do not need o be paid back,
(¢) Over-emphasis en mere disbursement against sustamability. viabihiny and loan recovery |

(d) Over-emphasis on quantitative aspects as agamst qualitatne ones. such as sustamabiliny
of the handling institutions. impact on borrowers. and integration of aoricultural linance inte
other important development aspects.
2.4 The need for Agricultural credits
Credits are borrowed funds with specific terms for repayment. People borrow when thev do not
have sufficient accumuiated savings to finance their projects. They also take nto consideration if
the return on borrowed fund exceeds the interest rate charged on the loan and 1 it s

13




advantageous to borrow rather than postpone the business operation until when it is possible 10
accumulate sutficient savings, assuming the capacity to service the debt is certain (W T HENS
and Duval, 1996). Loans are usually acquired for productive reasons: that is to generate revenuy
within a business. World Bank Report (2009) states that agriculture has since the 1970s plaved o
highly important and political role in Nigeria. Most governments have constantly emphasized
that agricultural credit is highly important and necessary. Ololade (2013) listed the impact of

credit as seen by the rural farmers as below:

1) Empact on purchasing of agricultural input
The purpose of crop loan is o meet the working capital requirement of small and e g
farmers especially for purchase of mput such as seeds, fertilizers, pesticides. hired labour i

Z) Impaci of credit on production
High purchase and use of input will translate to high production which is alwayvs the main arget

ot every farmer.

3} lmpact of credit on employment
Bank finance (credit) for agricultural activities will tead to an increase in Cropping mtensity,
irrigated areas and particularly labour intensive high yielding variety of crops. These changes
will lcad to greater use of both family and hired labour and will result in cimploviment gencration

among houscholds and rural dwellers.

4) Impact of credit on income

Increased agricultural production and employment generation will transtate mro additional

mcome to enjoy the benefit of the institutional credit to agriculture.
5) Impact of eredit on savings

14




Credit utilization will definitely have impact on savings made by farmers and this form the basis

for capital formation and further investment in agriculture.

2.5 Classification of Agricultural credit

Agricultural credit can be classified based on purpose, time (repayment pertod). security,
generation  of surplus  funds, creditor and number of activities for which credit s

provided.

i) PURPOSE: Based on the purpose for which ltoan is granted, agricultural credit is

3 categorized into:

P foi et

a) Development credit or Investment Credit: This is provided for acquiring durable asscets or

o L LA L

: for improving the existing assets. Under this. credit is extended for:
i 1) purchase of land and land reclamation.
:

1) purchase of farm machineries and implements.
i} development of irrigation facilitics.
1v) construction of farm structures,
V) development of plantation and orchards.
vi} development of dairy. poultry. sheep goat. fisheries. sericuliure. et
b} Production credit: This is given for production purpeses. The loan 1~ osed tor purchasing

puts and for paying wages.

¢) Marketing credit: It is essential to carry out the marketing functions and to get mgher prices

for the produce.

d) Consumption credit: It is the credit required by the fanimer to meet his familv expenses.

15




ii) REPAYMENT PERIOD
Based on the period for which the borrower requires credit, it is divided into.

a) Short-Term Credit: It is given to farmers for periods ranging lrom o w I8 months
and 1s primarily meant to meet cultivation expenses viz, purchase of sced. fornlizer
pesticides and payment of wages to labourers. It serves as the working capital 1o operate
the farm efficiently and is expected to be repaid at the time of harvesting . marketing of eraps

It. should be repaid in one installment.

b) Medium-Term Credit: Repayment is for the period of 2 to 5 vears, 1t is for the purchase of
pump-sets, farm machineries and implements. bullocks. dairy ammals and 1o carry o

minor improvement in the farm. It can be repaid either in half vearly or annual instalimens

¢) Long-Term Credit: It 15 advanced for periods more thap S vears and  entenids even
unto twenty tive vears against mortgage of immaovable property for undertaking devclopnient
works viz.. sinking wells, purchase of tractor. and making permanent improvements in the furm.
It has to be repaid in halt-vearly or annual installients.

iii) SECURITY: Credirt is provided to farmers based on the security otfered by them.

a) Farm Mortgage Credit: 1t is secured agamst mortgage of fand.

b) Collateral Credit or Chattel Credit; It is given against the security of livestock,

crop or warchouse receipt.

¢) Personal Credit: It is given based on the character and repaying capa ity of the person and
not on any langible assets. In gencral, LT credit is usually advanced against security of

land while MT and ST loans are sanctioned against personal and. collateral security,
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iv) GENERATION OF SURPLUS FUNDS

Based on generation of surplus funds, credit can be classified as seli-liquidating and non-selt-

liquidating credit.

a) Self Liquidating Credit: In this casc. loan amount gets absorbed in the productton process-1n
one year or production period and the additional income generated is sulficient o repay e

entire loan amount.

b) Non-Self Liquidating Credit: Here the resources acquired with the borrowed tunds are not
consumed in the production process during the project period. The investment is spread over a
period of several years. The additional income generated in one vear 18 not sutficient te repuy the

entire loan amount and hence the repavment is spread over to number of VeArs,
v) CREDITOR OR LENDER WISE CREDIT
Credit can be classified from the point of view of creditor.

a) Non - Institutional Agencies: They include moneyv lenders, traders. commiission agellts

Jriends and relatives. This kind of loan is generally exploitative.

b) Institutional Agencies: They include co-operative’s. commercial bank and regional

rural bank.
vi) NUMBER OF ACTIVITIES SERVED

Based on the number of activities for which amount the loan can o oused. credit can be

categorized into:

a} single purpose loan
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b) composite loan

2.6 Agricultural credit and its socio-economic impact

Agricultural credit and its socio-economic impact on the lives of the farmers has been a major
policy issue in the arena of public policies especially in the underdeveloped and developing
economies. [n such economies, agriculture sector occupies a significant slice of the pic in Gross
Domestic Value Added and employment. As such. it has enticed a vast pool of researchers A
short review of some of the studies carried out at national and international level is presented

below.

Dong et.al. (2010) observe that production inputs, farmers”™ capabilities and education cannol be
fully empioyed under credit constrained situation. Based on a survey of 511 houscholds irom
Herlongijiang Province of Northeast China and employing endogenous switching regression
maodel. they conclude that agricultural productivity in the study area can be increased by ¥ 67,
with the removal of credit constrained situation. The study further shows that productivis and

mcome of the credit unconstrained farmers are higher than the credit-constrained furmers

Ayaz and Hussain (2011) observe that credit availability to farmers is much more important than
any other factors to improve the resource use efficiency in agriculture sector. Their stady 1y
based on the 300 cross section sample farmers from Faisalbaad District of Pakistan. By
employing  Stochastic Frontier Production Analysis {SFA). they conclude that credit
agricultural sector has more constructive and significant impact on the fanmers” technical
efticiency than other factors like farming experience. education. herd e and number of

cultivation practices.
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Duy (2012} has analyzed the impact of agricultural credit on farm productivity taking a sample
of 654 farmers from Mekong Delta region of Pakistan by using quintile regression and Stochastic
Frontier Analysis(SFA) techniques. The study concludes that technical efficiency and rice vield
were positively mnfluenced by access to credit. education level and farm technology. [t alo
demonstrates that access to formal credit sector had a larger eftect on rice production than qecess

to informal credit.

Devi (2012) found that agricultural credit not only helped to increase the productivity but also
develop the process of cultivation as a whole in Andhra Pradesh. India. She argues that tere was
an enormous increase in the usage of modemn seeds, modernized inputs, fertilizers and pesticides
after receiving the agricultural credit. which increased vield per acre and thus the income of the
tarmers. She further observes that the impact of agricultural credit was more significant iy non-

irrigated and semi-irrigated villages than the imrigated villages.

=t

Akram eral (2013) obsernve that aceess to credit results in a higher level of technical etficiencs
of furmers, Their study is based on a sample survey of 152 farmers from Sargodiu st o
Punjab Province of Pakistan. Using stochastic frontier analysis (SFA). the studv concludes that

agricuftural credit in the study area helped the tarmers obtain the farm inputs in time. resulting in

a higher level of technical efficiency.

Ayegba and lkani (2013} observe that unregulated private money lenders are stitl o H1JOr SOUrce
of financing agricultural sector in Nigeriz. The main obstacles for agricultural credit from tormal
sector include high interest rates, bureaucratic bottlenecks. fate approval of loans. amd
unnecessary request for collateral. among others. They recommend that banks and financial

mstitutions should create credit instruments and services that are tailored to the risks and cash
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flow patterns in the agricultural sector. The banks should open up new branches in rural arcas

and avoid unnecessary credit conditionality that discourages famers from borrowing.

Ibralim and Bauer (2013) have analyzed the impact of micro-credit on rural farmers’ profit
taking a case of Dry land of Sudan employing the Heckmun Selection Model 1o analyze the
responses from 300 samples. The findings from the study affirm the fact that farmers with access
to credit are better off compared to those who do not have such access. The study reconumends
that by increasing the size of the loan, efficient and sustainable technology can be made availible

to farmers to increase farm profits.

Sharma (2014) has analyzed the impact of agricultural credit from commercial bank on GDP
growth by using the time series data of Nepalese economy covering the period 2002-2012. This
stludy has found that agricultural credit has posiovely and significantly impacted agricutiur]
GDP of Nepal. However, use of fertilizer and improved seeds has not shown anv signitican
mmpact on agricultural GDP. He recommends the extension and deepening of financial ~ervice

svstem in the rural area and factlitating the agricultural lending.

Rahman et.a/ (2014) emphasizes agricultural credit as a major determinant of tarm productivity.
Their study utilizes [ogistic regression method on the 300 sampies from Bawhalpur. Pakistan.
With the positive association between credit and agricultural productivinn. they conclude tha
timely provision of appropriate amount of loan to farmers is helptul tor the enhancement of
agricultural productivity as it enables them to purchase high yielding variety seeds. fertilizers and

pestic
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CHAPTER THREE
3.0 Methodology

3.1 Study area

The study was carried out in Ikole Ekiti local government area of Ekiti State. } has an area ol
321 km* and a population of 168,436 at the 2006 census. The postal code of the area is 370 Tkole

s situated in the deciduous forest area of the Stare with latitude 7.7897 "N | ongitude 35106 ]

Alttude 461, Figure 1 shows the location of lkole Local Government Area on the Map of Fhin
State. Rainfail is about 70 inches per annum. Rain starts in March and peters out in Noventher,
The good drainage of the land makes it very suitable for agricultural pursuits s o commpien

feature that trees shed their leaves every year during the dry season which begins in November

=
=
=
=
E
]

e
s

and ends in February. The two seasons — Dry Season (November - February) and Rainy Scason
{early March — mid November) are quite distinei and they are very important o the agriculiral

pursuits ot the people.

Muap: Of Exit State
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Figure 1: Map of Ekiti State showing the 16 Local Government Area and their headguarters.
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The people of Ikole ekiti are predominantly farmers. About 80% of the male adult pepulation
engage in farming. The male adults have large plantations of food Crops such as yams, cocoyan.
cassava, maize, beans, rice and plantains. Some male adults have and maintain plantations
mainly through hired labour. The farmers also plant cash crops such as cocoa which used to be
the mainsiay of the economy of this area. kolanuts, palm produce, cotfec, cotton and tobaceo are

planted in smaller scales.

ln addition some of the residents are Tailors. Traders. Carpenters. Mansions. Brichiusors,
Goldsmiths, Blacksmiths, Shoe-makers cte by profession. The women-tolk CRZALC 1 A ArIoUs

trades — selling of cloths, food stuffs etc,

3.2 Sampling procedure

[kole Local Government Area consist of four districts/area viz Ikole, Ayedun. [jesa-isu and Oke
ako (Wikipedia, 2017). Given the four districts. a simple random sampling was adopted 10 select
25 houschold tarmers across each of the districts makmg a total 100 respondents. he farmers

were mterviewed through the use of structured questionnaire.,

3.3 Data collection

Data tor the research were collected from primary sources. Primary data were collected usimy
structured  questionnaires. Detailed information were collected on the socio cconomic
characteristics of the respondents such as age, gender, marital status. farming status. household

size. membership of organization, educational qualification, far size, sources of capital.

22




3.4 Method of data analysis

The analytical models that were used during the course of this research include:

3.4.1 Descriptive statistics

Fhis was used to achieve objectives 1. 2 and 4. This involves the use of deseriptive measure such
as frequency distribution table and pereentages to describe parameters such as age. gender,
household size, educational qualification. tarm size. farming experience and sources of capital.
3.4.2 Ordinary least square multiple regression model (OLS)

Ordinary least square regression model was used to achieve abjective 3 using the SPSS softwure,
The four functional forms of the OLS multiple regression model. namely, lincar. double
logarithmic. exponential and semi-logarithmic functions, were fitted with the data. 1he ieud-
equation was selected based on statistical and economeltric criteria, which include the magnitude
o R2, the signiticant level of the Foratio. the number of sigmficant variables and the conforminy
of the variables to a priori expectations. The tour functionai forms of OL.S mode! are expiicethy

stated as:

Lincar function;

Y=a+bix; + baxa + bixs + byxy + bsxs + by, ~ box- - baxy = e

Senii-log function:

Y=a+bjlnx; + balnx- + balnx, + balnxs + bslnxs ~ bglnxe + balnx: = by Inx. -« o/

Double-log function:

23




L0 b o1 deded St TR b

-

InY=a+binx; + balnxy + bslnx; + balnxs + bslnxs + belnxg + bolnxs + by lnxy + ef

Exponential function:

Y =a+byx; +baxa + bylnx; + baxy + bsx< + baxy, — balnx- + bexs + ef

where,

1

Y = amount of credit obtained (naira)

X; = age of farmers (vears):

Xz = gender (1 = male. 0 = female).

x5 marital status ¢~ married. 0 = single):

xu = household size (numbery:

xs = education level (number of schooling vears);
X» = farming experience (vears);

X- = occupational status (vears)

%7 farm size (hectares)

d = eonstant intercept:

by....by = the coefficient corresponding o x,... .xy:

el = stochastic error.
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3.4.3 Gross margin analysis.

Gross margin analytical tool was used to achieve objective 5. To determine the effect of using
credit on farmers vield and productivity and making comparism using the mput-output level of
farmers that uses credit to those that do not use credit. Olukosi and erhabor C19msy detined pross
margin analysis (GM) as the difference between the gross farm income (Gl wnd the total

variable cost (TVC). The formula is given as: GM = Gl - TVC. Where:
GM = gross margin
GI = gross farm income

TVC = total vanable cost,

3.4.4 Independent t-test

The independent t-test was used 10 test the study hypothesis: to determine the ctfect of using
credit on farmers output, gross income and net farm income and making comparisni between
tarmers that uses credit and those that do not use credit based on their mean income value m

Naira(™y and their t-value.
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CHAPTER FOUR

RESULTS AND DISCUSSION
4.1  Socio-economic Characteristics of the Respondents
Table | Socio-economic characteristics of respondents.

Variable Frequency  Percentage (%) Mean
Sex

Male nd 84.0

Female 16 6.0

Age

31-40) [3 13.0 473
41-30 33 330

S1-00 40 400

61-70 [4 [4.0

Marital status

Single L 11.0

Married oY 69.0
Widowed/separated 20 201

Houschold size

1-3 32 320 7
5 and above 08 684

Education level

No formal education N 2.0

Primary 21 210

Secondary 66 bo.U

Tertiury 11 Pin

Occupation

Part time 79 7490

Full time 21 21.0

Farming experience

Below 20 4 1.0 43
20-30 19 19.0

31-50 71 710

Above 50 G 6.0

Annual income

Betow 30,000 10 10,0 68,0010
30.000-100.000 [5 150

H0,000-1350,000 42 424

160 D00-200,000 I8 8.4

200,00t and above 5 [5.0

Farm size (hectares)

0.1-2.0 2% 280 2
2.1-4.0 43 48.0

=40 24 24.0

Total 100 100

Source: Freld study, 2017,
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Table | revealed the sex distribution of the respondents. The result showed that majority (84%)
of the respondents were male while 16% were female which connote that farming in the study
arca was undertaken by both female and male. Although. this study is not sex biased. the result
underlies the fact that males in the study arca had greater access to production resources 1., the
manpower needed for farming activities. The male dominance of this rural source of I clihood
implics the laborious nature of farming operations from tillage to harvest. which their female
counterparts cannot easily undertake. This is because farming operations require a lot of energy
and 1s labour intensive especially in the rural areas. where crude farm implements arc usually
used. This agrees with the findings of Ascgwa er af., (2014 and Olaleve (20004 that <imall-scale
farming is being carried out mostly by males. while females involve in light farm operations such
as processing, harvesting and marketing.

The table revealed that majority of the respondents (40%) foll within the range of <1 Lnd no

270

years of age. (33%) felt within 41 and 50 years of age. 14% were within the ages ot ol and Tu
vears. 13% fell within 31 and 40 years of age and the mean age was 473 vears. This result
implies that farming activities in the study area are not in the hands of (00 old peaple. The
farmers are still active and should be highly productive if they have access to adequate
productivity enhancing inputs in form of credit at the right time. This finding agrees with
Awotide (2011) that farming operations require a lot of enerey and is Libour intensiv e espectally
in the rural areas and are carried out by active and agile group of armers

The table shows that majority  (69%) were married.  while 0%, wore said 1w be
separated'widowed while the remaining 11 were single. This indicates that Garming activitios
in the study area are carried out in a larger percentage (89%) by people with responsibilities;

mairied individuals.
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The table revealed that the respondents had large memnbers in each household being represented.
Out of 100 farmers, majority (68%) has above 5 members while 32% of the respondents have o
household size of within | and 5 members. This result is in agreement with Osondu er /. (2014
who stated that in the presence of constraints to furm labor availability. large houscholds temd 1o
use family members as sources of labor. Large houscholds. whose labor is fully employed for
agricultural production. would contribute to labor input for increuse and sustainable production.
I this case, credit obtained could be efficiently utilized.

The table shows majority (66%) of the respondents attained secondary school cducational
qualification, 21% had primary certificate. !1% possess tertiary school qualification while 2%
had ne formal education. This implies that literacy level attatned by the respondents was high
having a greater percentage (98%) possessing formal education.

The table revealed the farming status of the farmers, majority (79%) of the respondents were
primarily farmers while 219 were said to engage in farming as a sccondan occupation

The table further revealed that majority (7194) of the respondents had farmmg experience tulling
within 31-50 years, 19% had farming expericnce within 20-30 vears. 6% had farming experience
above 50 years while 4% had below 20 vears. This revealed that the respondents were vast and
experience since majority took it as their major form of occupation in carning a living, This is in
conformity with Ali er al, (2008) who reported that farming experience is important in
determining the profit levels of farmers iy that the more the expericnce. the nore farniers
understood the agricultural system. condition, trends and valustion. Furthermore. the resubis
implied that farmers must have gained some level of expertise over the vears, which further oo
them a better understanding of socio-economic factors that aftect their FAMTUING GcUn s e oin

make etficient use of credit tacilities if extended to them.
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The table shows the annual income earned by the farmers where majority (42%) earned within
MN110,000 -M150,000, 18% eamned within M160,000 and=MN200.000, 15% earned within NSO.000
and 2100,000 and 15% also earned 8N200.000 and above annuaily.

It was also observed that 28% of respondents had between 0.1 ha and 2.0 ha of farmland. 484,
had between 2.1 ha and 4.0 ha of farm land. and 24% of the respondents had abose 4o b of
farmland. The result implies that most of the farmers in the study area had relatively small tarm
holdings and hence were small scale farmers. This result lends further credence 1o an assertion
by Olawepo {201() that over 90% of the country’s local food production comes trom small scale
farms and about 60% of the population earns their living from small farms which are usually of

the size of about 0.10-5 99 ha.
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4.2 Sources of credit available to respondents

4.2.1 Source of Credit

Table 2: distribution of the respondents based on sources of credit

Source frequency percentage
Friends / Relatives 48 48.0
Cooperatives © Association 43 43.0
Financial Institutions 13 [ 3.0}
Moacy lenders O B 6.0

Total 160 100.0

Source: Field Study, 2017
Table 2 revealed that 48% of the respondents could source credit from friends and relatis es, 430
of the respondents could source from cooperatives and professional association they belong to.

[ 3% fror~ financial institutions and 6% from money lenders.

The implication is that the major sources of credit amony the respondents were triends and
relatives,  co-operative societies, which are non-formal and semi-tormal credit sources
respectively. This is in conformity with the findings of Olaitan (2006) that ¢redit from non-
stitutional sources is more atfractive, because there is little or no insistence un collateral
security and interest. On the other hand. formal sources of credit had low patronage from the
farmers. which may be due to lack or limited presence of banks and ather formal sources of
credit in the study area coupled with delay in approval and disbursement of loan. insistence on

collateral security, high interest rate and mode of repayment etc.
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4.2.2 Existence of Financial Institution in the study area

Table 3: distribution of the respondents based on existence of financial institution

Response frequency percentage
Yes 94 94.0

No 6 6.0

Total 100 100.0

Source: Field Study. 2017

It was reported in table 3 that majority (94%) of the respondents acknowledged the existence ol
financial institution m the study area while 6%, gave d response of no financial mstitution,

4.2.3 Types of Institution available in the study area

Table 4: distribution of the respondents based on type of institution

Response Freguency Percentage
Conventional bank and ROSCAS 33 330

) Conventional. Cooperative. Micro finance hanks and ROSCAS 22 220
Rotary Savings and Credit Association (ROSCAS) 25 25.0)
Micro finance bank 10) 1.0
Cooperative bank 6 f 1)
Conventional bank 3 3.0
Local money lenders i 1.0
Total 100 10,0

Source: Field Study, 2017

The respondents reported that various financial institution exist in the study area ranging from
convention banks to cooperatives banks, local money lenders, microfinance banks e.t.c. The
resutt in Table 4 revealed that 3% and 6% acknowledged the presence of conventional and
cooperative banks respectively while 10% for micro finance bank 1% is for local money lenders,
25% acknowledged Rotary savings and credit association (ROSCAS) in addition, 220,

o e R

31




acknowledged conventional, cooperative. micro finance banks and ROSCAS while NYOrits

acknowledged both conventional bank and ROSCAS.

4.2.4 Meeting of all Financial Demands

Table 5. distribution of whether financial demands was met or not,

Response Frequency Percentage
Yes 68 68.0

§___¢ No 34 32.0 B
Total 100 140.0

Source: Field Study, 2017

up with the financial demands acerued 1o them while 3

4.2.5 Supplement of Deficit

Response

Table 5 presented above revealed that majority 68% of the respondents achnowledyed meeting

2% did not meet then demands,

Table 6: distribution on how deficits were supplemented when financial demands were not met

Frequency Percentage
Friends/Relatives 15 46.86
Cooperatives 1! 34.38
Financial institutions 8 15,63
Money lenders j L Dol
Total 32 100,00

Source: Field Study. 2017

3.13% from money lenders.

32

deticit from this demand were being supplemented. It w

As regarding whether all financial demands was met or not. Fesponse was alo given on Loy

as revealed that 46.86% borrowed from

friends/relatives. 34.38% from cooperative societies, 15.63% from financial msutetions and




4.2.6 Do you obtain credit for farming activities?

Table 7: distribution of the respondents based on obtaining loan for farming

Response Frequency Percentage
Yes 42 ' 42.0

No 58 58.0

Total 104 100.0

Source: Field Study, 2017

I view of the statement on acquisition of credit it was reported that majority (38%.) of the

respondents do not obtain loan tor farming activities while 424 obtain loan for farming purpose.

4.2.7 Method of Land Acquisition of the Respondents

fable & Distnibution Buased on Land Source

Source Frequency Percentape
Inheritance g 92.0

Hired 4 4.0
Purchased 4 4.0

Total 100 10410

Source: Field Study, 2017

Land as a factor of production may be acquired in different methods which may varv from one
farmer to another. Table ¥ presents that about 92 percent of the respondents acquired ther Lund
through mheritance. while 4 percent each for hired and purchased. This timphes that, with greatey
percentage of land being inherited by the respondents. fragmentation of farm lands would be

very common in the study area thereby leading o low productivity i the area
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4.2.8 Labour Source

Table 9: Distribution Based on Labour Source

Response Irequency Percentage
Family 6 6.0

Hired 12 12.0

Both 82 82.0

Total 100 100.9

Source: Field Study, 2017

The result revealed that 12% of the respondents used hired labour only for the farming business
while 6% used tamily labour only and the remaining which represented majority (8270) of the

respordents used both family and hired labour.

4.2.9 Distribution of respondents according to cooperative society
membership

Table 10: Distribution Bascd on Cooperative Society Membership

Response Frequency Percentage
Yes 34 34.0

No 66 66,0

Total 199 100.0

Source: Field Study. 2017

The result indicated that majorities 66% of the respondents were not a members of any
covperative society while 34% belongs 1o 4 caoperative society, These cooperativ e organizutions
cowid enhance social capital i terms of acquisition of loan from the bank and other soctul

benetits.
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4.3 Socio-economic determinants of agricultural credit acquisition by farmers in the study area.
Tabie 11: Regression estimates of the socio-economic determinants of volume of credit

ubtained.
Variable Linear Exponential +  Doule log Semi-log
Constant 62.376 3236 1196 [S3INK
(2.32)%%% (9.72) #5%* (8.60)*** (2,705
? Age (X)) -0.613 -0.008 -0.351 2350
(-3.3(}y%** (-3, 54 k%= (-4.53)yF** (-3.2] e
Sex (X3) -5.061 -0.017 -0.29 63582
(-1.22 (-0.21) (-0.36) (4.5 yFx
Marital status (X;) 6.242 0.779 112 8470
(3.8 F** (1.67)* (4.35)y*xx* (.65
Household size (X)) 4.567 (.(459 0.453 23,34
(A )7y (3.23)%%* (2.75)%** (3 R yF
Education level (X5) 1.103 0.021 0.232 12357
G e (297 ke {(-3.5])** €1, gy
Farming experience(X,) | 343 0.022 175 (200
(1.3 {1.37) (l.ohy* (143
Occupational status (X;) -16.332 0.134 -1 237 222570
RSN (o pTyEE ERIE s (=FN2F s
Farm size (Xy) 25208 0421 (1.832 1417
(1,73 L2, R (6.5 s (1.63)*
K 08759 0 Y02x (1.N703 0 K067
Adjusted R 0.8620 (892 {.8738 {1,550
F-ratio (63 77 )F** (T3 7Rk (O 52)*** (S3.47)%%%

Source: Field survey, 2017,

Numbers in parenthesis are the r-ratio. *** ** und * indjcate variables are significant at 1.0%,

5.0% and 10.0% risk level, respectively. +1ead equation.

Table 11 shows the regression extimate of socio-cconomic determinants of credit ohtained by
farmers in lkole local government area of Fhin Sute The expanentiad Tuncinenal Lot e
chosen as the lead equation based on the magnitude of R the stgntficant level of the Faratio. the
number of significant variables and the contormity ot the variables 1o a-priovr expectations. The
exponential functional form posted B value of 0.9028. which indicates that 90 2%, «artion 1

farmers™ acquisition of agricultural credit is accounted for the selected explanatory yarables, It

Ll
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suggests that the model has explanatory power on the changes in farmers’ acquisition
agricultural credit.

The coefficient of age (-0.008) was negatively signed and significant at 1.0% level. This result
implies that the amount of agricultural credit acquired by farmers decreases with age. The result
Is n agreement with priori expectation. Older farmers are relatively more risk averse and tend 1o

acquire fewer loans to avoid loan default.

The coeflicient of marital status ((.779y and occupational status (0.154) were positn e und
significant al 10.0% and 5.0% levels of probability respectively. This implics that any mcrease

their variables would lead o an increase in level of credit obtained. The posture of this result
implies that single farmers in the study area acquired less agricultural credit. Married e
have relatively larger household sizes. which serves as a drive to obtain agriculiural credit m tie
area. Also lenders view married farmers as being relativelv more stable, responsible and capable
of repaving borrowed funds. With respect to occupational status. full time farmers obtained more
agricultural eredit than part time farmers. The need to invest more funds on their sole means of

livelihood could have accounted for this result.

Houschold size had a positive coetlicient 11.059), which wis stgahcant at 0% levell This
means that the amount of agriculiwal credn dequired and howsehold size had direat relabionslig:
This result is also in agreement with apriori expectation. As the size of 1 houschold increases., the
hoaschold needs will also increase. In a bid o satisfy the increased household needs. relatinv ey

larger amount ol loans will be acquired.

The coetticient (0.021) of education level was positive and significant a1 10" level This resudl

contorms to apriart expectations and mplics that amount of agricultura! credit Acquirad inercises
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with education level. Expectedly, educated farmer borrowers have better tendency for loan
management and adoption of new productivity enhancing technologies. This pusitive attribute

increases loan repayment potential, which is attractive to lenders.

The coefficient of farm size (0.421} was significantly and posinvely signed at 5.0%. level. This
means that the greater the farm size, the greater the amount of agricultural credit acquired  §hi
is because increase in farm size will lead to increased farm inputs and subsequently inereased
profit and more quests for loan. This conforms to priori expectations and corroborates that

merease in farm size increases amount of acquired loan according to Essien (2009},

4.4 Problems that Constrain Farmers from Agricultural Credit Acquisition.

Labie 11: Distribution on constrain to farmers on agricukiural credit acquisition

Constraints Rank (Position) {Mean Std. Deviation
Mode of Repavment L 4 3600 € e
Non-Membership of Cooperative Society o 4.2400 2. 33325

High Interest Rate 3 3.3000 Lobi20

Lack of Colluteral Security 4t 3.0000 151090
[Complex Processing Procedure 5 L5600 101827

Lengthy Time w Process boan 6 1.3600 0 N22u0

Age 7 00900 (.90000

Farm Size 8" 0.0800 0.R0000

Farming Fxperience 9T 00700 070000 )

Source: Field Study, 2017
[he distnbution of respondents” vesponses according 1o the constraints taced by furmers on
agricultural credit acquisition is presented in Table 12. The result showed mode of repaviment (x:
4300 sd= 1.977) as the highest affected constraint to agricultural credit acquisition while farming

experience wias the least of the constraints {imean = 0.07; sd - 0.7y
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4.5. Effect of Using Credit on Farmers Productivity.

Table 13: descriptive statistics on impact of credit on farmers yield and productivity

! Variables ! Users of ¢redit Non-users of credit Difference % Change

‘ n=42 i n=58 ¢in mean value)

3 {mean value) ; {mean value) o .
[ Productivicy () [ 25287040 | 231.136.40 (21.734) | 5.6% :

Svurce: Field Studv, 2017

Table 22 revealed the effect of credit on farmer’s productivity. Mean production level of the
farmers that made use of credit was valued as 225287040 while nor-credit user was
I3 136,40 with a percentage change of 8.6%. This implies that credit use have a slight effect
on farmers productivity. This reveals that if the farmer s self-sufficient in terms of finunce. he
might produce ax much as another tarmer whe is arded with eredn ! productn o CHPLLCTTY S

the same

4.6. Gross Margin Analyvsis of farmers in the Study Area.

Table 14 gross margin analyvsis of the farmers

Variables Minimum () Mean (M) Maximum ()
Total Revenue LOOON.00 243112.2449 4000000
Varallseag 190000 1072140000 3¥4000.00
Fisied st RANRIY ATE g i 1200 0
i
Gross Margin IR0t 4 IAdnd Ins AR 06
Mot Figditie 14,000 00 33996 0204 | JARR00.00
. a0 S (Y
Rate of Return 0.5. H e

Source: Field studv, 2017
Variable costs includes. the cost of land clearing. cost of ridging, cost of weeding, cost of

harvesting, transportation cost. cost of mputs such as seed. herbicides. pesticides. fertlizers,
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Table 14 shows the estimated annual total revenue of N243.112.25. total sariable costs
amounted to M107.214 and the determined gross margin was M134.363.27 per annum por
respondent which represent 39.99%, of the total « ariable cost ot production. The implication is

that tor every one naira invested in the farming activities. the farmers gamed M6,

Table 15: gross margin analysis for credit user and non-users,

!— ‘ LUsers Non-users o
n{observation) S 42 | 58 o
i Total Revenue (N) ‘ IERTRRAY | 232345.76
Variable Cost (mean) > | 115659 83 10067554

Gross margin (Mean) N IRY30.1244 P1264120373
. Netincome (Mean) N [33679 .72 C 2187943
| Std. Deviation NORIN 1339 . 37451 40404

L : o S ..
Source: Field sudv, 2017,

The rable shows a distinction between the gross margin of farmers that use credit and those that
do not use credit. The mean values were presented for cach class of farmers and it can be
observed that users of credit have u larger mear gross margin of &1380930 wlhile non-users ot
credit have a mean gross marein of ¥126, 412, This implies that all other things being cqual. &
larmer that have access to enough capital for tarming purpose will make more than another who
s hmted financially. This resultis i contormit, sl Kimuyvieand Omin - 2000 that inadeguics
m financing and credit arrangements in the rural areas stands as an impediment o improvement
in the standard of living of the farmers and also to the development of agriculture in the country

because this 1s where the bulk of the food products come from.
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4.7  Testing of Hypothesis

Hy There is no significant difference between the profit margin ot farmers that uscs credit and
those that do not use ¢redit.

Table 16: t-test table on hypothesis testing

LPr()ﬁt Margin t-value Df Mean difference Sig | Remark
' Users of credit B 18317 a1 B3KO3012 L0000 Reject 11,
i Non-users of credi (9639 57 »]120,412.00 | 0000 i

*S*- significant at 0.05. Source: dwhar’s Computation (2017),

Table 24 revealed the ditference in profit carned by both farmers said to be users of credn and

non-users. 1t was revealed that users had mean profit value of 2138, 930,12 while non-users of

credit realized mean profit value of 2126, 412,06 with t-value of 18417 and 9.639 respectin el
which is being significant at 3% level. The umplication of these findings is that profit realized by
farmers had a difference (312, 318.06) between users of credit and non-users which is said 10 be
significant. It was alse seen that t-value for users was higher than non-users and the decision rele
of rejecting Hy, is hereby followed und 1t implies that credit use would best determine the Profit

margin of tarmers i the study area txince the t=value: 0.00 < 0.03)
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CHAPTER FIVE

3.0 SUMMARY, CONCLUSION AND RECOMMENDATIONS.

5.1 Summary

The purpose of this study was to examine the determinants of credit acquisition among farniers
i Tkole local government area and its effect on rheir output. Specific objectives are: w describe
the socio-economic characteristics of the farmers, identify the sources of credit available to the
farmers. identity problems that constrain farmers from agricultural credit acquisition, evaluate
the effect of using credit on tarmers output. Data were collected from 100 respondents using
structured questionnaire. Data collected were analvzed using deseriptive statistics. multiple
regression analvsis, gross margin analvsis and the study  hypothesis was tested with the
independent t-test. The result showed that majority {8424 of the respendents were males with
mean age ol 47 vears. 989, of the farmers have formal education. %9% were married with
majonty having large houscholds of above 5 persons. Majority 179%) are fuiltime farmers whiie
the rest are secondary farmers. Majorits (38933 could source for credit from triends and relaties.
33% from cooperative societies. 6%« from money lenders and 13% from formal sources. The
resuit of the multiple regressions indicated that age. houschold size. marital status. education
level. occupational status. farm size at varied signs and levels as signiticant predictors ot amount
of agricultwral credit acquired by Burmers. The constraints (o credit acquisiiion as percenved by
farmers include: mode of repaviment. non-membership of cooperative soctely, high terest rate.
lack of collateral security. complex processing procedure and lengthy tme to process toan. The
result shows the mean profit maruin of users as 138930 and N126412 for non-user with a 1-

value ot 18.417 and 9.639 respectively.
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3.2 Conclusion

The outcome of the study revealed that agricultural activity m the study arca were carried out
mostly by married males who are educated with large household size and still in their productive
vears. They are mostly full time farmers with small to medium farm holdimgs, who sourced
agricultural credit mainly from the informal sources. Cumulatively. 729 ot the respondents
could source agricultural credit form informal sources. while 28% of the farmers could source

credit from formal sources.

The result of the muitiple regression analysis revealed that age. houschold size, marital status.
education level. tarm size, occupational status were significant predictors at vavied signs and
levels of umount of agricultural credit acquired by farmers. The farmers encountered problenis ot
mode of repayment. high interest rate. lack of collateral. nen-membership of cooperative
socicties, complex processing procedures. and fengthy time (o process loan. Farmers that use
credit make more than farmers that do not use credit. This implies thar credit use will best

determine the income of farmers in the study area.

5.3 Recommendations

in line with the rescarch findings, the follow g recommendations are made:

I The state government should pass policies aimed at providing free educative seminars to
all frmers o teach them possible wivs and methods of aoguirime eredit To ensure niass

altendance o such seminars. hittde neerines should be wiven to Gumer participants

2. The coetticient for farming experience and farm size was posively reluted o volume of

credit obtained. Policies on land redistribution to make more Gl avinlable o the
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(%)

6.

farmers. especially the experienced farmers. should be promulgated. This calls for full
implementation of the land use act of 1978,

Membership to cooperative societies increased amount of credit acquired by furmers for
agricultural production. Hence, the relevant government agencies should mobilize the
rural farmers and encourage them to join cooperative associations, so that they can derive
maximum benefit of coliective investment of group savings, as well as increase their
chances of accessing formal agricultural credit facilities because of the comparative
advantages associated with cooperative societies,

There should he a defiberate policy 1o ensure that rural farmers have access to adeguaty
credit fucthties. This, no doubt will go a long wav to hoost the production capacity of the
farmers. thereby increasing their farm income. To achieve it. deliberate policy o ensure
peasant farmers acquisition of agricultural credit should be put in place. Long term
solutions should be provided by povernment at all levels to solve the recurrent problem of
high mterest rate and absence ot colluteral as farmers” constraints o production credit,
The government should encourege commercial banks and other tinancial banks to
provide non-collateral loans w tammers

In Tine with the finding of this studs - 1t s recommended that financial instiutions. such as
agriculturel and micro finanee banks. should be established i the rural arcas. The
procedures for securing loans should also be streamlined in order 1o make it simple for

the tarmers.
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APPENDIX
DEPARTMENT OF AGRICULTURAL ECONOMICS AND EXTENSION.
FACULTY OF AGRICULTURE. FEDERAL UNIVERSITY OYE-EKITI.

DETERMINANTS OF CREDIT ACQUISITION ANDITS EFFECT ONOUTPL T OF
FARMERS IN IKOLE LOCAL GOVERNMENT AREA, EKITI STATE, NIGERIA.

FARMERS QUESTIONNAIRE
Instructions: Please tick ot fill where appropriate.
SECTION A: SOCHO-ECONOMIC CHARACTERISTICS OF RESPONDENTS

1. Village

B A
3005en smale ( ) female ¢ )

4 Marital status - osingle ) maried ¢ ) separated bowidowed n

3. Household stze: oo

6. Level of cducation attained:  primary ) secondary ( ) tertiary )
adult education ¢ ) others (spectivy ..

Are vou o member of any cooperative society? Yes () No ( )
Ko Ifves to 7. specity

U WEE Srvoni primaryser miejorenetipalion coegpemepsemememr s 2
LOL Do you have other (secondary) occupation”? Yes ( 1 No J
P ves o 100 specify

SECTION B: ACCESS TO CREDIT

[ 2. Are there any financial institutions in vour locality? Yes ¢ yNoi

L3 Please indicate the tvpe of financial institution available in vour jocii

al Conventional banks | )

by Cooperative banks )

¢t Local money lenders }

d) Rotating savings and credit association (ROSCAS) b

Others (specify)




hite i

#

-

I4. Do you have access to credit? Yes () No( )

15, Do vou abtain credit/loan for farming acltivities? Yes{  JNo{ )

Lo, If yes to 13, from which financial institution? .o

17. What is the volume of loan obtained 1 Naira?
I8, How long does it take to process the loan?

SECTION C: CONSTRAINT TO CREDIT ACQUISITION

19, What are your vears of experience in farming? ... .
200 Have you ever received eredit in those past vears? Yes () No )
200 yes o 20 what 1s the source?

( onser dlIlIS ' Rank

220 Please put the following constraints in order of rank of 19 us they seem importunt 1o vou.

i annlu wnm,uamu procedure
I

i Luwthy time to process loan

Lack of collateral securtty

I z 3
- High interest rate

Mode of repayvment

Age

Fa arining, n.\pcmnu

Farm si/c‘

Nonomembership ot a uopudnu,
Csociety '




SECTION D: BUDGETARY ANALYSIS

23 How much did you vrealize per hectare in your last production season?

- 24 Do you meet all your financial demand in terms of farm input and consumption
: expenditure during your last production season? Yes{ ) No ( )
23 I no 1o 24, how do you supplement the delicit? credit () borrow from friends (3

Others (specify) oo
26. How do vou acquire vour land? nheritance ¢ ) Hire () Purchase ¢ )

Cooperatives { )
27 It land 15 hived. how much do vou pay per hectare (Naira)?
28 What type of labor do you use on your farm? Family labor () hired labor () both 1

others, specify oo

29, What are the costs of the following activities vou carry out on your farm.ha’?

Operations No of Hectares | Cost/labour ' No of Total
labour used worked times/season  cost
— _ - . — T
. tr o Land clearing ‘

e - D R
L Ridging | :
i _— - j e e e
il Weeding i

R - : _ _— e o .
v Harvesting ‘

v Transportation

30 What arc the cost of these Inputs vou use on vour farm/ha?
Type of inputs Quantity used/heetare 1 Cost

b T s e e PR com o L
i Seeds
e — f —=  aw o = =
i Fertibizer i

1 Herbicides
—_ 1 oz e [ - . -

v Pesticndes

L4

31 Do you pay any transportation cost from the source of input to vour farm? Yes ¢ INo ()
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32001 wves  to 31, how much  do  you pay per distance”  (Specityy
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