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ABSTRACT

This study examined and assessed the effects of credit availability and utilization on Food
Marketing among Food Crops Marketers in Ondo and Ekiti States. lts objective included, identi-
fying the sources of agncultural credit to Food Crops’ Marketers | investigating the financial prob-
lems confronting Food Crops’ Marketers in the study area, estimating the credit needs of these
marketers and determining the effects of credit utilization on the Food Crops Marketers’ Income

It was carried out in the two Local Government Areas (LGAS) of Akure in Ondo State and
Oye in Ekiti State, with the aid of structured questionnaires administered to 21 Financial institutions
and to 130 Food Crops' Marketers from the two LGAS. Data analysis entailed the use of Freguen-
cies and Percentages, Paired T-Test, as well as Multiple Regression. Major findings from the study
meclude  Majonity of the respondents having low education which resulted in low ability of good
commumecation, the marketers having large numbers of dependants, leading to increased demand
for consumptive items such as feeding, school fees, clothing, medical expenses, etc. As regards
gender among the food crops marketers, it was discovered that women predominate in foodstuff
marketing.

Food Crops' Marketers in the study area considered friends and relations, ‘Esusu’ Institu-
tions, Money Lenders, Local Businessmen and Traders, Cooperative Society and the Nigerian
Agricultural and Co-operative Bank (NACB) as their important sources of credit.  The respondents
prefered informal to formal sources, The three most severs financial problems in the use of credit
were, inadequacy of loan given, delay in loan disbursement and price fluctuations. The F-Test
provides an overall test of significance of the regression equation. This test showed that F was
statistically significant at 5%(0.05) level, thereby showing that the combined effect of the independ-
ent variables (family size, amount of loan for marketing purpose, cost of purchased items (food) and

cost of handling goods before sales) were significant on the food crops’ Marketers



CERTIFICATION

1 hereby certify that this Project was carried out by ADEEGBE, Johoson Wl

Department of Agricultural Economics and Extension, School of Auriculture sod 20

notogy, Federal University of Technology, Akure

Prof. PB. Imoudu
Supervisor

1il



DEDICATION

TO THE GLORY OF GOD,

MR AND MRS A, A, ADEEGBE

AND FAMILY

Iy



ACKNOWLEDGEMENT

I am most grateful = to the Almighty God for giving me the strength, ability, knowledge and
good health to accomplish the task of acquiring this higher education, | am very grateful 10 my
supervisor in person of Prof. P. B. Imoudu, whose useful comments, pieces ol advice and invaluable
amendments to the thesis contributed immensely 10 its successful completion. To him | am in-
debted.

I cannot but also sincerely acknowledge the unique moral support accorded me by the enitre
Staff and Management of JOA PRESS & PUBLISHERS and JOALINK VENTURES throughout
my Master’s Degree Programme. '

Also, my Special thanks go to all the staff of the Depariment for their much needed assist-
ance rendered to me during the course of my study.

Finally, my profound gratitude goes to the m‘.‘ll.‘.egh-e‘s family, Mrs. Toro Alajede, Mr. and
Mrs. Kehinde Ayodele, Niyi Babarinde, Bolaji Akinyemi, Mrs Sefunmi Oveyvemi, Dr & Dr(Mrs) |
Hayo Aborisade, Miss Julianah Oke Ajugba and the worthiers for their moral and financial assist-

ance given (o me.

Olu Adeeghbe

January, 1999



Topic

Title Page

TABLE OF CONTENTS

%0 ha T e ety

Certification
Dedicaton
Acknowledgement,
Table of Contents..,
List of Tables.......

List of Figures...cmmmesns

1.0
1.1
1.2

1.3

1.4
1.3
1.6
1.7
1.8
1.9
L10
1.11

A2

20
23

2.1.1 Concepts and Meaning of Credit ...

2.1.2 Role of Credit Instiutions

CHAPTER ONE

Agnculure in Migena’s: Eoonomy. i
Charactenstics of Nigeman Agnculture......irriiemiiniain

Problems of Food Production,Processing and Marketing in

Nigeran Agnculre............

]

Credit in the Nigerian Agriculture. s,

Food Marketing Enterprises .o,

Ondo Seate Food Crops' Marketers and Credir Needs o
Sources of Credit to Food Crops' Markesers oo,
e o e e i L e
Justbreatons: o the BB, i iaiinsaiasions vin aniadiody e i b i
Objectives of the Study ...
Research LIMITAHGNS .oiiisimiisiicimmrmemremsesmsarsensenssamsserssmissssmrrsess

Chrganisation of the Swudy ...

CHAPTER TWO

BACKGROUND AND REVIEW OF LITERATURE.......c...
Credit, Markets and Marketing ...

-

Pave

i

I

Vi=vin

%

4-6
G-4
a-10
111
11-12

13

15-16

1o-18



22

2.3

30
L |
3.2
3.3
34
35
36
3.7

4.0
4.1.0
4.1.1.
4.1.2
4.1.3
414
4.1.5
4.1.6
4.1.7
4.1.8
4.1.9
4.10
4,20
421
4.2.2
4.2.3
4.3.0

43.1

Markets  and MAarkEtig . b

Finanacing Food Markenng in Ondo and Ekin Stares. oo

CHAPTER THREE
RESEARCH METHODOLOGY ..cinimsmsmssnisniserissive

PrOJECT AL coiirmpimcssesiassiss s s st
Diata  CollETHON qersisinsasismiiemsisiibas sty
Sampling Procedurt ..o

Measurement of Varabbes ...ermomipemsism o,
Analitical TECRRIGUE 1o

Model Specification ..

Criteria Used in Choosing the Lead Equation ..o
CHAPTER FOUR

EMPIRICAL RESULTS AND DiSCU:‘.SI{EN o
Socio -Economic Charctensncs ot the Food Crops Marketers
Age Structure of the Food Crops Marketers i
Farnily Size of Food Coops Marketers ..o
S OF RPN OIS i i i e el i o AR et e
Relipion of Respondents ..
Marital Stmatus of Respondenis. ..o
Major Oecupation of the Marketers .o
Secondary Occupation of the Marketers i
Years of Markoting EXPEREnce ...

Fopd Cromm: MarEptel . o b s s pasads

Educanonal Attamnment of the Respondents in the Srudy Area

Sources of Agncultucal Credit to the Marketers v

Formal and Informal Sources of Credit for Marketing Acovities.

Category of Food Crops Marketers (Wholesalers)......coooereerens

Category of Food Crops Marketers (Retulers) v
Financial Problems Confronting Food Crops Marketers oo

Problems Encountered by Food Crops Marketer in the use of Loan .

Wil

18-22

29
LN ]
1)

J1-31

33-3G
36-37
37
3738
38
38-40
40-41
4142
42

4243



432 Suggested Solutions to the Problems Idennfied by Respundents ..., 4 43
£.3.3 Current INterest TLITE e asissmsimismsstasssssss s e s ersess 4346
4.3.4 Response on Loan Borrowed by Respondents o 4
4.3.5 Size of Loan Borrewed by Marketers oo 46-47
14.3.6 Percentage of Marketers who spent Loan as Approved. . 47-4H
4.3.7 Other uses to which Credit Granted to the Marketers was Pur ... 48
4.4.0 Credit Need of thie Marketers: ..ol i A4
#.4.1 Gross Income from Market Sales i 2l
4.4.2 Cost of Purchased ltems (Foods) with and withour Credir oo 44
4.4.3 Costof handling poods before Sale v 44
444 Amount expended on Market Busingss and lncome Accrued ... Al
4.4.5 Amount expended on Marker Busipess and Gross Income wath Loan, Elt
4.4.6 Toral Marketing Cost with and without Loan .. 50
4.4.7 Net Incorne with and without Credit ..o, )-31
4.5.0 Effect of Credit Utisation on the Income of Food Crops’ Marketers . a2
451 Regression Results and Analysis, . s o 52-53
CHAPTER FIVE
50 CONCLUSION AND RECOMMENDATIONS i 54
] I e e i T 34-55
e A T T T T OB o o SO arh LA L PR LN o 55
T S6- Gl

vl



LIST OF TABLESS

TABLE 1: Contribution of Agrculiire to Nigeruirs Griss Domesne Producr L5 o 1881
Constant Factor Cost (N, Milhion )
& Sources of Estmblishment Capital Credit to Marketers in South Western Sgern, |81
* Sources of Working Capital Credit to Marketers i Southwestern Sigena, [l
4 Sampling Procedure
5: Age Structure of the Marketers
G Food Crops Marketers’ Fumily Size
T Sex of Respondents
B Religion of Respondents
9 Manital Status ot Respondents
10:  Major Occupanon of the Food Crops’ Markerers 4
11: Secondary Ogcupanon of the Ma:kums [ -l
12: Years of Marketing Expenence 'H 3 .l"- _-"__ /
1%  Foodstuffs Marketed b T_:T- o '-.__'_. .
14: Educanonal Attainment of the Respondents -
15 Formal and Intocmal Sources of Credit For Markening Activines
160z} Catcgory of Murketers (Wholesalers)
16{b): Caregory of Muarketers (Retailers)
13 Problems of Food Ceops' Markerers in the Use and Bepayment of Loan as badicated
by Respondents
18: Suggested Solunons 1o the Problems ldennbied by Respondenrs
19: Current Interest Rare
20:  Response on Loan Borrowed by Respondents
21 Size of Loan Borrowed by Marketers
22 Percentage of Markerers Who Spent Loans as Approved,
23 Other Uses to Which Credit Granted te Food Crops’ Marketers Whas Pur.
24: Test of Significance on Marketing Costs and Revenue
25: Regression Results

%



FIGURE 1:
FIGURE 2

LIST OF FIGURES
Map of Ondo and Ekiti Stares showing the study ares.
The Pancipal Components in a Diagnosuc Study of Agriculturil Production and Dis-
tnbunon Systerns.
Flow of Non-formal Instinetional Fund o Agriculure.
Flow of Furmal Institutional Agnculmural Credit

Typical Structure of Domestic Food Markets



EFFECT OF CREDIT ON FOOD MARKETING IN AKURE LOCAL
GOVERNMENT AREA OF ONDO STATE AND OYE LOCAL
GOVERNMENT AREA OF EKITI STATE

CHAPTER ONE
1.0 INTRODUCTION
.1  AGRICULTURE IN NIGERIA'S ECONOMY
“Inspite of the Importance of Oil, agriculture still remains the mainstay of the Nige-
rian economy” (Abe, 1981). According to Olaloku et al (1976), agriculture has been the
main source of the rapid growth of the country's economy over the last ten 1o fifteen years.
The inportance of agricultural sector may be stressed further in its contnbution 1o the
Gross Domestic Product (GDP). Table | shows the share of agriculture in GDP between
1960 and 1992, From about 598 percent between 1960-1965, the agricultural sector's

share declined to about 22 4 percent between 1976-1980

N EAR AVERAGE ANNUAL AVERAGE ANNUAL PERCENTAGE
AGRICULTURAL TOTAL G.D.P SHARE OF
CONTRIBUTION AGRICULTURE
IN TOTAL GD.P

| Dal-65 N.A N.A 398

| 071-75 74789 24,406.6 306

1976-80 | 6.697.7 20.897 4 22 4

1981-85 | 6,705.8 26,819 1 25.0

| 086-80 31,4980 B3, 118.0 iTe

| 591-82 28,9300 96,4750 300

Table 1. Contribution of Agriculture to Nigeria’s Gross Domestic Product (GDP) at 1984

Constant Factor Cost {, Million)

Sources: (i)  The Federal Ministry of Agriculture (1984)

(i) Computed from various issues of the Central Bank of Nigena's Annual Reports

and Statement of Accounts



Agriculture is the pivot on which the economy of Ondo State revalves and 75% of the
population is engaged in this sector. The State is the largest producer of Cocoa in the Country,
producing over 60% of the cocoa output in Nigeria. She is also the second largest producer of

timber and palm produce in the country  The State produces and markets large quatities of food
crops which include vams, maize, cassava, rice, pluntain, banang, cocovam, tomatoes, fruits and
vegetables (Oni, 1992)
Therefore, the crucial role of agriculture in the overall economie development of Ondo and
Ekiti States and Nigeria as a whole include provision of toed, maim employer of lsbour and provision
of raw materials for the country's agro-based industries. 1t 15 also the foresgn exchange earner and
a furdamental source of shelter and clothing

The map of Ondo and Ekiti States is shown in figure 1.
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-2 CHARACTERISTICS OF NIGERIAN AGRICULTURE
Based an the size of farm holdngs, Lere (1981 asserred thar SNageran agnoulnaee o
characterised by a large number of smull scale Birmers who Bave taroe hualiiings scineecd
over a wide expanse of land area with holdings ranging from 005 -3.00 hectires. L3 the
91.07 million hectires of farmiand available i Nigeesa, abour 73.3% vy e regardued s
arable land while 10.0% i3 under forest reserves and the remuming 14.7% i assumned o L
made up of permanent pastures, built up areas and uncultivable wastes (Olayude, 1979),
Nigerian agriculture 15 charactenised by low farm mcomes, low levels of capacity 1o
satisfy the food and fibre needs of the country and pamiove techmgues of producton
(MNwankwo, 19800, Itis infact a proto-type of peasant agriculiure which has been described by
various woters as caught in a vicious cyele of poverty - low income leading to pooe savings and
little investment in yield increasing Il::hl"lnl:ug}'. Because technulogy s puor, ourpur i low ad
income 15 low. Agnculture in Migena s caught in 2 low level equilibrium trap.
The rate of return cannot nse due o the nature of technology in wse, such aenculnin
has been described as ethicient but poor (Firth, 19064,

it PROBLEMS OF FOOD PRODUCTION, PROCESSING AND
MARKETING IN NIGERIAN AGRICULTURE.

FOOD PRODUCTION

Food production is a sub-sector of the agneutural secror of the Nigenan Economy.
In the area of producton, among the factors conmbunng to the adverse food  sinsanon e
the following: according to Fameriyo, 1980,

(a) Change or shift in the pattern of demand for food. The shift arises as a result of the
emergence ub karge scale contract purchuses of feod o pubile smsmmmons socl s
Nigerin armed Forces, the Hospitals, Universines, Culleges, Polytechics wad Seconid
ary schowls,

|:b:| E-l"l..ll"il'l,gI thie |:'I..I|L|!Il..".IJ urbirest i the oty b e Lite sisnes, tleme svas extvrisee sl
tion of food producton. (Famonyo 1980

{c) The rapud rate of migranon of youths w urhan areas resulung m less active people

being lefr to produce food an the farms



(d)  Lack of coordination in planning agricultural development programmes contributes 1o low
food production. The effects of lack of coordination are seen in the alcas ol luan disltirse-
ment and repayments, under-utilisation of land, ineffective lisison between the food fuiors
and the authorities (Famoriyo, 1980).

(e) Climatic fluctuations have constituted a constraint to ingreasing agricultural productan in
Nigeria. One of the most crucial effect of the climatic faciors bas been the lack of morsiure
at the most critical period of crops growth,

(£ Particularly in the sub-sector of fishery production and animal husbandry, which are poten-
tigl areas of increasing food production in Nigeria, the low level of technology has consti-
tuted a drawback

PROCESSING OF FOOD

While it is generally believed that Nigeria has the potemiality for processing (food) prod-
ucts mimed to substitute for imports, yet the ra.l:ciﬂf growth of the agro-processing industries has
been very slow (Famoriyo, 1980), 1t is only in recent year that agro industrial activity in Nigena has
been increasing in the area of processing of food and agricultural raw matenals. Problems of poor
guality and inadequate raw materials are worsened “by the absence of bulk storage and marketing
facilities for the raw materials, by the lack of integration and coordination in the planning and
execution of agro-based industries; and by the low capitalisation levels of some of the indusiries”
{Famoriyo, 1980).

Fromthe performance of existing processing projects, Qlayemi (1974) has drawn a number
of implications as follows:-

{a)  Meed for pre-investment planning so as to forestall problems such as shortage of raw nuse-
rigls, storage faciliteis and capital as occurs in the fruit canning enterprises as well as short-
age of manpower,

()  Existing usage of new technology {which are available) is essential. This is so parucularly
for flour milling, dairy and fish processing industries.

{¢)  Acceleration of research efforts 1s essential, most especially in evolving better varetizs
cases where local varieties (of tomato, for example) may not be sunuble for proce

d commercial scale.



(d) Because of its high degree of perishability, the inadequate physical infrastructure of
poor roads, bad water supply , irregular electricity supply contribute to the high cost
of production of food crop processing (Famoriyo, 1980)
MARKE D
The complexity of food marketing in Nigeria stems from the fact that there exists marketing
channels for different types of commaodities. Also, the channels for the same type of commodity may
vary from one part of the Country to another.
The marketing system in Nigeria’s rural areas has traditionally been by head porterage from
the farms to the markets.
Below are the summary of the deficiencies in the marketing of foods crops in Nigeria;

(8)  High losses of between 20— 50 percent of food crops through wastage during the marketing
process. This is due to inadequate and inefficient storage systems (Famoriyo, 1980).

(b)  Poor and defective market information contributes to high market differentials.

{c)  Poor performance of local processing technigues leads to high penishability of many staple
products,

(d) When inaccessibility to many producing areas is a problems, many products (fruits, particu-
larly oranges) are left unpicked. Food that sre harvested consumed rather than marketed
and the farmer gains no incentive 1o pursue further (higher) production

(e) Hindrance of inter rural and inter state movement of food due o inefticient ranspon net-
work and the inability to link production areas in the villages with the excellent major high-
ways in the country.

This combination of production, processing and marketing (with transport and storage)
constitute the anchor towards future crop production in Nigeria as in West Affica.

1.4 CREDIT IN NIGERIAN AGRICULTURE

Although, the oil sector has now dominated the Nigerian economy, contnbuting up to 80% of
government revenue, and more than 90% of the country's foreign exchange, it is still the agricultural

sector that is sustaining the majority (70-75%) of the country's population estimated at about 107

million in 1998,



In addition, agriculture contributes about 53% of the GDP and 72% of the non-oil exports, apart
from its provision of raw materials for industries and markets for Industrial Outputs (Green Revolu-
tion, 1980). The contributions of agriculture are expected to increase rapidly in future since the
expansion of agricultural production is & policy focus of the country's long term developmen! Within
the sector, the small scale holding is predominant, engaging the majority of farm workers. While the
few large farmers have relatively easier to supply of inputs and funds, their smaller counterparts do
not.

Despite the size of the agricultural sector in the economy, government expenditure on the
sector had been small. A look at either State or Federa.'llhudgets or the development plans, would
reveal that a very small fraction of the fund is usually allocated to agriculture. For example, in the
1975-80 development plan, an average 10% of state funds were earmarked for the sector This
varies a great deal among states with some allocating less than 3% to the secilor The Federal
Government allocation to the sector was only 2.9% in the plan. Within the sector itself] about 40%
of the fund was allocated to food crop production by all states. This ranges from 11.8% in Sokoto
to 67.5% in Anambra State (Green Revolution, 1980)

With the Green Revolution focusing substantially on the provision of food, and especially
grains, the need for additional funding of the food subsector cannot be over stressed.

Credit is regarded as a major factor in agricultural development, and the lack of it is usually
given as an explanation for many of the problems facing the sector in developing countries. 11 is
argued, for example, that if credits were made available, the retarded agricultural sector would start
moving. Credits can stimulate the growth of agriculture by their contributions to the modernization
of the sector, that is the provision of new equipment like tractors, ploughs and other machinery
which would replace hoes and cutlasses and improved seeds, fertilizers and other chemicals. Also,
agricultural staff and extension workers may be employed, cultivated land areas expanded while the
marketing of agricultural produce can be facilitated (Green Revolution, 1980).

Investigations on the uses to which Credit is put by small scale farmers revealed that food and
farm labour constitute the major items. Labour input for example, takes about 80% of cash expendi-
ture on the farm. Osuntogun (1975) found that in Nigeria, the cost of labour had risen very sharply
within the last few years following the various salary reviews, and the resultant doft of labour from

rural to urban areas. The situation bas worsened in most rural areas
3



Credits are used to purchase food for the family especially prior 1o the harvesting season
when the food stock is depleted. Other areas where small scale farmers employ available credits
include the purchase of seeds, seedlings, and fertilizers, and the marketing of crops.

Although, credit requirements of small scale farmers and marketers are difficult to est-
mate, a study by Agricultural Project Monitoring, Evaluation and Planning Unit (APMEFLU) m
1976 - 1978 revealed that the needs of a small holder range between 35.00 and 110.00 per year,
This propartion is important when it is realised that the total farm family income averages from
260,00 to 390,00 per year (FAO/World Bank, 1981},

The sources of agricultural credit can be classified broadly into formal (institutional) and
informal (non institutional sources). While the formal sources include Commercial Banks, Agricul-
tural Credit Corporations and Co-operative Societies , the informal sources consist of friends,
relatives, money lenders etc. The needs of large scale farmers are mostly met by institutional
sources, while friends, relatives, and muney]and;rs have played a very significant role in the supply
of credits to small scale farmers or food crops marketers. For example, Miller (1977) showed that
in the Western and Kwara States about 58% of the available credits were supplied by friends and
relatives, 24% by money lender and only 30% came from institutional sources. Similarly, Osuntogun
showed that 32% of the needs of small scale farmers in two villages in Western state came from
friends and relatives while 13% came from money lenders (Osuntogun, Op Cit). While large scale
farmers can obtain loans from commercial Banks and Credit Corporations, these institutions are
reluctant to assist small scale farmers. For example, 22 banks which were located in predominantly
farming communities revealed that none of them gave loans to small scale farmers (Oluwasanmi,
1966). In another case, 40% of another group of banks reported that they were unwilling 1o assist
agriculture because it is unproductive {Ojo, 1976).

The small scale farmers are faced with credit problems from both the institutional and non-
institutional sources. From the non-institutional persepective, the problems have 1o do with the
very scarce and unreliable supply of credits.

Miller, {1977), on his investigation showed that money lenders charged about 90% or more
as interest rate, This is likely to be a common cause of the chronic indebtedness of the small scale
farmers and food crops marketers. On the institutional front, the problems relate to the reluctance

of Commercial Banks and other financial institutions to grant credit due to lack of productivity in
8



agriculture, the difficulty of estimating returns from the sector and the need to present collat-

eral securities to financial houses.

1.5 FOOD MARKETING ENTERPRISES
The process of food marketing busmeﬁ,.garts with rural assemblers who buy from

the farmer and sell to other assemblers or to wholesalers. 1n many cases more than one

transaction takes place between the firm and the city wholesaler. The greater the physical
distance, the greater the likelihood that several intermediaries are invelved in the process. In
some cases a processor may buy from the farmer or an assembler. Assemblers or processors
may transport their own product , but they are more likely to hire a specialised transponer

Similarly, the assembler or processor may store the product for a time 1o obtain
higher prices or may use the services ol a specialised storage company  The assembler o
processor will sell to a wholesaler or 10 a retailer, who provides the final product for the
consumer, Clearly, several middlemen are involved as food crop makes its journey 1o the
consumer. Most of these middlemen are so far removed from the consumer that they are
totally unaware of the consumers' preferences or complaints. Farmers are certainly too far
removed from the consumer 10 be aware of such things. Figure 2 illustrates how the main

components in the food production and marketing system are related

Pr Credit policies
#| and Institutions H‘H

- 2 -~
= - e i i \ M""\.
= il e | \ 3
& i &y | lﬁ|. M'\.
Farmers |4  Assemblers [—Truckers—Wholesalers —Rewailersi— Consumer
R -...a_q_dhpm:esmrp L T 7 i s
Y i} —— Mo ! - -
B I SR VI A i T
Legal policy elements o=

¥ E 5 ' ' B =
r‘e;hn_iga[ farm Note: > Flow of product as well as information essential 1o negotiation.

gL producers > Information back flows, money movements, and legal and palicy constra

FIG 2: The Principal Components in a Diagnostic Study of Agricultural Production and

Distribution System.
Source: Harrison, 1985 p 45
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1.6 ONDO AND EKITI STATES FOOD CROPS' MARKETERS AND CREDIT NEEDS
Credit role in the transformation of traditional agriculture has been amplified by many res
searchers (Olufokunbi, 1981). In many of these cases, however, the institution mentioned or implied
as needing the credit is the producer. Except for few works, (Abbott, 1962, Abbott and Markehan
(1979) Onakomaiyd; N.D.; Neumark, 1959, Shah and Shukla, 1956 Olufokunbi, 1981) advoeacy of
credit for marketers has often been neglected, notwithstanding the fact that in less developed coun-
tnes, betwee:iﬁﬂ and 60 percent of the consumer ,;g:mimg on agricultural food crops has been

estimated to go to marketers (Adenbighe, !'JEI Akml:-nm 1981, FAOQ 1972)

If such a distribution reflects the costs n:f' production and marketing, and the functions on
which lfrmse costs are incurred., it would seem logical to state that failing to advocate credit needs
for agricultural food crops’ marketers in Ondo and Ekiti States 15, at the least, an unfair oversighi
On the other hand, however, before any advocacy could be made, credit need and insufficiency of
existing facilities ought to be empirically investigated.

Agricultural credit contributes to the improvement of net income of a food marketing bmu 1
ness by helping to create an adequate size, increase efficiency, adjust to char!ging technology and
prices, meet seasonal fluctuations in income and expenses, protect the market from adverse condi-
tions through maintenance of a credit reserve and provide business continuity (Olufokunbi, 1981)

In determining the credit worthiness of a food crop marketer, the lender is interested in risk-
bearing ability, Teturns, and repayment capacity of the market business as well as the character of the
marketer. To have a good working relationship with a lender, a marketer should maintain integrity

in business dealings and provide documentation of ability to use the funds efficiently and to repay the

foan.

Credit is also essential in marketing of agricultural products. Discussing the relevance of

credit at all stages of marketing, Abbott and Makeham (1979) observed that:

B

10



d)

Producers need credit prior to and after production to meet the costs of seeds, fertilizers and
pesticides’ procurements and for storing part of his or her crop until prices improve or until

when needed.

Credit is needed in financing the provision of warehouses, storage facilities, transportation
and equipment. This is especially important for handlers of perishable products such as
vegetables and fruits which may have to be specially transported and stored until when
needed.

Middlemen need credit to purchase crops from producers before reselling either to middle-
men or to Consumers.

1.7 SOURCES OF CREDIT TO FOOD CROPS' MARKETERS

Olufokunbi (1981), identified money lenders and friends and relations as the two sources of
credit used by the marketers for obtaining their establishment capital. These finding revealed
that the Commercial Banks have not been a direct suppliers of establishment capital credit 10
food crops” marketers as indicated in Table 2

It alzo reveals that money lenders play a role in getting marketers established in their trade

Friends and relations being suppliers of establishment capital credit confirm some aspects of
the useful role of the African culture in trade that many workers including Humer (1962}

Dorahn (1968}, Lewis{1967), Christensen ( 1961 ), Miracle { 1958), Chisiza ( 1966), Kamarch,
(1966) have indicated. Table 3 containg the distribution of food crops' marketers by their
sources of credit for use as working capital o this siuation, more sources now supply

credit.

Furthermore, strictly on the basis of use, loan 15 classified (according 1o Miller, 1977)

as;
a, Production loans - embracing short and medium term loans
b Real estate or long term loans - covering only long term loans

c. Product marketing - for financing the processing and marketing of produce
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1.2 SCOPE OF THE STUDY
Respondents interviewed were mostly food crops’ marketers randomly selected fiom
Akure Local Government Area of Ondo State and Oye Local Government Area ol Bk

State . Also financial institutions in the study areas were interviewed.

1.9 JUSTIFICATION FOR THE STUDY

Credit has been identified as one of the accelerators which aid agnculiural development. 1t 1s
also important in financing economic, social and distribution needs of the food crops’ marketers
who sell the bulk of the food in the country. This justifies the need to examine the problems encoun-
tered by the food crops’ marketers in the use of credit-and the extent to which it can help in improv-
ing food market business,

Production can only be completed when it reaches the final consumer of the goods or service
produced, Thus, the link between the producer and consumer of the food crops is justified and
worthy to be considered. There is the need to provide more facilities for distribution, storage,
transportation and marketing of agricultural goods, for the significant aspects of any expansion m
output of goods is the ability to get such goods to the consumers

Finally, it is expected that Ondo and Ekiti States Food Crops' Marketers will scon have cause
to smile judging from the government’s commitment to address the problem of financing  tood
marketing.
1.1¢ OBJECTIVES OF THE STUDY

The overall objective of this study i3 1o examine and assess the effect of credit availability and
utilization in food marketing among food crops’ marketers in Akure Local Government Area of
Ondo State and Oye Local Government Area of Ekiti State

THE SPECIFIC OBJECTIVES INCLUDE:
L To identify the source(s) of Credit to food crops” marketers in the study area,

ii. To investigate the financial problems confronting food crops” marketers in the study

area,
iii. To estimate the credit need of these marketers;
iv. To determine the effect of credit utilization on the food crops marketers’ income

|3



111 MESEARCH LIMITATIONS

Tlhere was the problem of giving different measures for the food commodities bought and re-
co1d by the food crops marketers, However, the problem was resolved by converting all measures
(o the kilogramme (kg) equivalent. |

sFor the fact that food crops’ marketers kept no accurate records of their economic activities,
response to questions was therefore based on memory recalis and approximations. Memory recall
lzpses occurred while gathering information from the marketers. It was difficult 1o get information
from some of them for different reasons such as marketers not seeing the immediate benefit of the
study to them, fear of taxation, inadequate or no record keeping.
112 ORGANISATION OF THE STUDY

This study is divided into five chapters. Chapter one provides a general introduction o the
study and stating its objectives. Chapter two isan inflepth review of literature focusing on financing
food crops marketing in the Nigerian economy. Chapter three presents the methodology of the
study asit pertains to the design, administration and analysis of questionnaires. Chapter four pT:SEnt;i
findings from the study and the discussion which follows sequentially. Lastly, chapter five is the

conclusion and presents recommendations that arise from the study
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CHAPTER TWO
2.0 BACKGROUND AND REVIEW OF LITERATURE
2.1 CREDIT, MARKETS AND MARKETING
2.1.1 CONCEPTS AND MEANING OF CREDIT

The word “Credit” is derived from the latin word "Credo” meaning | “believe”™ Famonyo
and Ighen (1985) , interpreted “Credo” to mean a beliefby the lender in the ability and willingness of
the borrower to fulfil his financial obligations; “such credit or loanable fund allows the purchasing of
commodities or services in the present based on a promise by the borrower to pay for them in the
future”

Singh (1976), asserted that credit is the power to obtain goods or services by giving o
promise to pay the money (or goods) on demand or at & specitied date w future. Jacques (1975)
the conception of credit as an actuality is illustrated by the definition, “Credit is the present night o
a future payment”. From Jacque's view, credit is regarded as the possession of power which may or
may not have been utilised while Singh affirmed that credit has become debt through the exercise of
pOWer,

Nwosu et al (1977), defined credit to be & measure of ability of an individual or business
enterpnse or government authonty to obtain present values (money, goods or services) while defier-
ring payment usually in the form of money, to a definite future time with an amount for the cost of
credit used {Interest).

Credit also means the acquisition of and control over funds, at a cost, for a specified penod
after which the crucial lease and the funds revent to the creditor (Famoriyvo and Imoudu, 1988) In
support of this, Osuntogun {(1973), viewed agricultural credit to be the “sum total of the arrange-
ments through which cash and inputs are made available 1o a farmer or purchaser who repays such
inputs in the form stated in the repayment schedule with due interest™ To Albert (1960), "Credit o
loanable fund permits the purchasing of services, money or goods in the present, based upon prom-
1se to pay for them at sometime in the future.... provides a means for the temporary trun.;i'u-.. of
assets or the use of such assets from a man or organisation who has them, to & man or orgaaisation

that has not”



For the pu rpn:i& of this study, agricultural credit shallky saken 10 mean “the temporary transfer

cfinputs in form of money, goods and services, to a willing borrower for agricultural purposes with
the borrower's potentiality, willingness and promise (o repay in a particular form after use, and

confidence by the lender that the borrower will comply with the terms of utilisation and repayment

with or without monitoring” (Ewuola, 1980).

11.2 ROLE OF CREDIT INSTITUTIONS

Credit institutions were created to reduce the existing credit gap in agriculture and to find a
means of making credit available to agricultural food erops marketers. These institutions played a
great role in loan advancement and disbursement 1o marketers

There are two categories of credit institution viz,

a.  The informal credit institution (non-institugional)

b, The formal credit institution {institutional)

The informal credit institution (see figure 3) consists of firends, family members and relatives,
private agencies like co-operatives, produce buyers, traders and traditional money lenders. Loans
ire obigined without any complicated loan procedures or delays and no colfateral securj.tics are
needed. The needs of agricultural food crops marketers are mostly met by informal sources. Miller

(1977) in his investigation revealed that money lenders charged about 90 percent or more as interest

fite,

Loan from Commercial Savings Retained Earnings
Bank and other private
50Urces

L

Mon-formal institutionals lenders

A

Agricultural sector

Figure 3: Flow of non-formal institutional fund to agriculture.
= _
Famornye and Imoudu {1938). ﬁ%‘
1&



. The formal credit institution (figure 4). Is an institutionalised form of credit mstitution,
I':.:whicl: has legal existence, This means,it can sue or be sued in @ law court. From the formal
sources, enough loan is sometimes given to Tun the marketing business and at a relatively low
interest rate compared to traffitional lenders

Formal institutions include, among others, banking Institutions consisting of Commercial
Banks and Merchant Banks, the public sector like the Nigerian Agricultural and Co-operative Bank
(NACB), the Agricultural Credit Guarantee Scheme Fund (ACGSF), the State Agricultural Agen-
cies which are whnily involved in agricultural Credit operations (Miller, 1977),

{

ommercial Banks Reserves I‘ ‘[ Government Revenue

Merchant Banks

Registrar of Cooperative

Societies Loan fund

Cooperatives Loan Boards l

Agricultural Sector

Figure 4: Flow of formal Institutional Agricultural Credit
Source: Famoriyo and Imoudu {1988),
The apex of financial institution in Nigeria is the Central Bank of Nigeria (CBN),
established by Act in 1958 and on resumption of operation in 1959, charged with

exercising control over the country's banking system in form of.

a. Legislative control - issuance of notes
b. Monetary control - regulate the quantity, price and direction of money and credit in the
country.
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Tiract eontrol - specify laws, policies and analys:s.
o rals ofUCEN in the feld oFagriculture has been ta channel credit Lo thi sector throuskh

s monstary policy quidelines it issues to banks from time to tine.

Explaining some of the causal factors responsible for the poor pe rformance of the
wstitutinnaleredit in Nigeria, Ogunfowora (1972) observed that such factors as insufficient funds,
inefective supervision, political interference, cumbersome and time consuming loan processing
srocedures and inadequate or complete absence of financial prejections and planning are
responsible

Another credit source which is a popular informal source to the Nigenan food crops’ mur-
Laters has been the traditional "Esusu’ credit institution. It is an arrangement in which fund isl
erested by a group of individuals who make fixed contributions of maney at fixed intervals, The
1otal amount contributed by all members at a time is handed over to each member on rotational basis
until every member has had his or hers. g

It is a form of Cooperative arrangement among the individual members to make large surms
of money available to each member whenever he or she is inneed 1t i thus not a club but a form of
cradit institution designed to provide lump sums at short notice for individuals who subsenibe to il
(Famoriyo, 1971).

2.2 MARKETS AND MARKETING
MARKETS:

A market is an srena for organisiag und faciditanng business actvities and lor aitswening
basic economic questions, what to produce? How mueh to produce” Flow ta produce” and haw o
ristribute production? A Market may be defined by;

L a location (for example, the Oba (Erekesan market),
i, a product (for example, the grain market),

ik time {for example, the May soybean market); and

IV, a level (for example, the retail food market)

The choice of market definition depends on the problem to be analysed (Kohls and Lihis,

L9aT),



Markets are found everywhere in Nigeria, Nigerian markets are important exchange points
and goods are constantly moved from one market to another. Depending on the way market 15 used,
the term “Market” has several meanings. The American marketing Association through its defini-
tion committee, suggests the following {1960
(a)  the aggregate of forces or conditions within which buyers and sellers make decisions that

result in the transfer of goods and services.

(b)  the sggregate demand of the potential buyer of & commodity or service
(¢)  the place or area in which buyers and sellers function
{d) market as a verb , means to perform business activities which direct the flow of goods and

services from producer to consumer or user. .

According to the first definition, markets are made up of people who buy and sell. The
second definition highlights the notion that the arket for a product also represents the sense that a
market is a place where goods change hands, and Llle. fourth defining market as an activity

John Hopkins {1961) defined market as existing whenever buyers and sellers can be in touch
with one another for negotiations They need not necessarily meet or see face to face before trans-
acting a market (Olayemi, [974)

The most important factors for the existence of market are that,

i. the goods to be sold must exist;
ii. there must be buyers and sellers; and
iti  both must agree on a price.

However, in day- to- day usage, market refers to places where people gather 10 buy and sell
Here, some places are selected as markets and marketing is done at regular intervals depending on
agreed frequency. It varies from daily marketing at Urban places ke Lagos, Ibadan, Akure etc, to
about four or five or eight or nine days in rural areas like Owena, ljare, Ogbese ete, For mstance,
marketing is done daily at Dugbe market in Ibadan while it is done every five days at Owena market

In these types of markets however, every conceivable commodity both agricultural and in-
dustrial, is sold and in most cases, prices are determined by traditional “haggling' method

From the foregoing, we can distinguish between two major categories of market;



a. Organised market: This is of two types.
i Internal and International trade-these are formal trading which are bound by legal

procedures and usually involving legal documents.

i Super markets where prices are fixed and not negotiable e g Kingsway or Leventis
Stores and some other small supermarkets all over Nigeria
b. Unorganised market: Here, prices are determined by haggling. It includes, on the farm,
farm gate, and off the farm trading of agncultural products.

The unorganised form of market is the most common in Nigeria and of course, in most
developing nations of the world (FAQ, 1962)

For this type of market organisation, four points of possible contact for carrying out market-
ing functions were named by Adegeye and Dittoh (1985) These are;

1. Produce consumer markets

2. Local assembly markets,

3. Central wholesale markets, and

4. Retail markets

MARKETING

Agricultural marketing is ofien regarded by observers as having a certain associated tech-
nique . The definition of marketing which is most applicable o Agriculture is given by Kohls {1968},
Marketing is the performance of all business activities invelved n the flow of goods and services
from the point of initial agricultural production until they are in the hands of ultimate consumer

According to Rodger, 1971, Marketing is the primary management function, which organ-
ises and directs the aggregate of business activities invalved in converting consumer purchasing

power into effective demand for a specific product or service and in movang the produet o
service

to the final consumer or user 0 as to achieve the company's set profit or other objectives
(Baker, 1981).

Moreover, the four P's of marketing can be formulated thus; Creating a PRODUCT that
will meet consumer needs; getting it to a PLACE where consumers can conveniently buy it; PRO-

MOTING the product through advertising, personal selling and other means, and putting the right

PRICE on the product.
20



Therefore, * Marketing is the business process by which products are matched with markets
and through which transfers of ownership are made " (Candiff & Still, 1964). Marketing functions
broadly defined, is the process of anticipating society's needs and producing and distributing goods
and services Lo satisfy these needs.

Kohls and Downey (1976), Mortenson (1978) and Shepherd et al (1979) all seem Lo agree
on the definition of marketing as being the provision of services to a product as it moves from the
producer to the consumer and involving the creation of utilities now called “the theory of consumer

behaviour”, (Mortenson, 1978). These utilities (according to Imoudu, 1980) consist of four forms,

a Form Ultility - changing the form of a product to satisfy consumer behaviour

b. Time Utility-involves storage, attempts to satisfy demand at a given time

. Place Utility - changes of place; this involves moving the product from the pnmary producer
to the final consumer. '

d. Possession Utility- changing ownership; here the product changes hands - producers —=

middlemen —> wholesalers —> retailers —> consumers.

All four forms are interrelated in an attempt 1o meet consumer behaviour

Thus, marketing is important to the producer in terms of returns; to the distributor in terms
of profit, to the processor, also in terms of profit; and finally to the consumer in terms of maximising
satisfaction from expenditure income. Marketing is also important in the sense that it represents
one of the few fields of enterprises that are effectively opened to the individual with limited amount
of investment capital. On the whole marketing may lead to economic development in any one time
period because of its effects on output. Increase in output caused by the presence of a market, may
lead to increase in foreign exchange. Some of the processes involved in marketing rest on speciali-
sation which can be institutional or regional {Imoudu, 1980).

Because marketing activities represent those human activities which are directed towards
the satisfaction of a felt demand for goods and services, there are three dimensions of marketing -
economic, managerial and societal (lmoudu, 1930).

k. Economic Dimension: This is the process through which the means of production {land,
labour, capital, knowledge) are directed towards alternative uses, These alternative us=s are
extractive activities, manufacturing, distributive activities {wholesaling, retailing, and trans

nortnbion), consumption activities (goods from retailers to consumers)
2]



ii. Managerial Dimension - This deals with the purpose(ul management of products and
services in pricing, promotional and distributive activities, This involves type ul
management , servicing and promotion of the business, according to the perceived
preferences of markets or some market segment in a manner caleulated 1o aclueve
the objectives of the business

it Societal Dimension- Marketing also has an imporant societal dimension, Marketing
activity leads to the creation of new products; marketing activities promate new
ideas to the society which is being served, and marketing activity involves an unpul-
tant persuasive role in the formation of public opimion.  Therefore, marketing is
unavoidably a social concern  Prices influence the purchasing power of the incomes
earned; distribution of goods and services, also influences buying convenience.
Thus, marketing plays a key role in;stabilizing prices, without discontinuous intra or
inter seasonal changes, at a profitable level and ensuring that growing urban demund,
stable prices and differentials, for qualify at the processing and consuming levels are

actually reflected in profit incentives (Imoudu, 1992)

2.3 FINANCING FOOD CROPS MARKETING IN ONDO AND EKITI STATES

Food crops marketers’ participation in the marketing of foodstuffs has brought further de-
velopment to marketing. According to Abbott and Makeham, {1990}, “Marketing means to the
house wife as the ways of shopping for food items, while to the farmer it means the sales of his
produce, to the fertilizer distributor it means selling to the farmer, while the economist states that
marketing practices include all those business activities associated with the flow of goods and serv-
ices, started from production and ended at the consumption stage™.

The ultimate objective of internal food trade should be to transfer food surpluses from pro-
ducing areas to consuming centres when they are needed. It is the food marketing system that helps
to create the time, form, place and possession utility

The markets for the locally consumed foodstuffs in Nigeria are highly localised in nature
They are specific sites where buyers and sellers meet and the exchange of goods wake place. 1115 noi

just the impersonal forces of supply and demand that come into contact with each other, watead
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buyers and sellers enter into personal, face to face, relationship with each other Actos
Johnson (1966) “they resemble a fair more than @ market  They exluby He ik

stacks of produce on the ground or in stalls, live animals for sele, bieycles, package spio
subdivision of commeodity lots, lack of standards and grades, lack of proper seninuon, ¢
credit sales, prolonged haggling and bargaining and the continuous coming and going trat

The markets can be classified as either urban or rural. The location of rural markers doee 1o
always coincide with the sites of villages [t is very often the case that a rural market is situpred ol o
road junction, along a motorable road, or near a village.

Hodder (1992) has given three main reasons forthis lack of correspondence between the sites
of rural markets and those of villages. The first explanation lies in the period of insecurity and tribal
war which characterised Yorubaland untill late in the nineteenth century, During this period, the
mutual need for the exchange of goods made ]:t necessary that markets should be held on neutral
grounds between warring factions. Such neutral ground was unlikely to be within a seltlement,
Secondly, there was the long distance trade which was a feature of the Yoruba country long before
the arrival of the Europeans. This long distance trade required the establishment of resting places -
where hospitality could be offered to passing traders. 1f such a resting place became popular, a
market place into which farmers brought their wares for sale soon sprang up’. The third reason is
accessibility. According to Hodder 1992, * the location of the village and town settlement depends
on much wider considerations than does the location of a market, which is determined by conven-
tence of access from ull settlements

Women predominate in foodstuff marketing This is especially true of niral markets where
men usually constitute less than 5 percent of the traders (Adeyokunnu, 1973). In the Urban mar-
kets, although women outnumber men and dominate the retail trade, men tend to feature promi-
nently at the wholesale level

The main explanation which is often given for the predominance of women in trading is that
during the tribal war of the [ 9th Céntury, it was unsafe for men to move about, while women, o the
other hand, were fairly safe to trade on neutral grounds between the warring factions (Hodder and
Ukwu, 1969).

There are at least four services or facilities which, if not supplied adequately, can reduce thie

performance of the marketing system, as well as inhibit the free flow of goods within the country
23



Those services and facilities include: market information, commodity stendardization, handling and
packaging and credit facilities.(Onakomaiya, 1975)

An efficient flow of information within the marketing system is necessary to enable entrepie-
neurs to adjust to differences in supply and demand, and hence assist them to control the transpor!
and other facilities required for such adjustment {Onakomaiya, 1975} Adequate market wioome
tion is also essential in an environment dominated by small scale entrepreneurship { Anthoeio 1571
This becomes important when it is known that both the food preduction and marketing systems i
Nigeria are controlled largely by small scale operations.

The absence of grades and standards for food items throughout the country is perhaps an
important factor behind the inability to compile adequate market information. Personal contact 15
prevalent because of lack of consistent weights and measures and this results in loss of time and
TESOUTCes,

On account of low technological deuelcrmei:l, handling and packaging of food items are
unsatisfactory resulting in substantial losses and reduction in market supply. An associated prob-
lems is the lack of processing facilities which also result in loss of supply and deterioration in quality

The availability of credit facilities is essential in providing and maintaining market services and
facilities, especially where there is inadequate capital, Most studies on the food marketing system
in Nigeria have found that the credit facilities at the disposal of food traders are inadequate and
unreliable (Thodey, 1969 and Onakomaiya, 1975).

Agricultural marketing includes all activities that are involved in transforming, storing, and
transporting agricultural products to the domestic consumer or foreign buyer, Figure 5 illustrates a
typical structure of domestic food markets based on three networks, ownership and form, transport,

and storage (Elz, 1985)

24



EXTERNAL FACTORS

Technology

58

Inputs

—{Producer

Consumer

Culiure

[ncome

I_

MARKET FACTORS

Alternative
resource use

Price terms
and seasonality

Prices quality
and variety

Awareness

Farmgate

ASSEMBLY
STANDARDISATION

[nte%v\dmm

Muarke

\

Retail

Terminal
Market

|| Wholesale

Processing

OWNERSHIP AND FORM NETWORK

PACKAGING AND i
DISTRIBUTION

TRANSPORT NETWORK

STORAGE NETWORK

Figure 5. Typical structure of Domestic Food Markets

source;, Brown(]Y84) p2

25



CHAPTER THREE
30 RESEARCH METHODOLOGY

i1 PROJECT AREA

Akure and Ove Local Government Areas (LGAs) were selected for this study  These Local
Government Areas are located in the Central and Northern parts of Ondo and Ekiti States respec-
tively, Akure represents an area where the influence of the Onde State Capital is more felt with
institutional credit facilities like Commercial Banks, Agricultural Bank, People’s Bank, State Agri-
cultural Credit Insttutions, Back -to-Land programine, National Direcrorate of Employment and
‘Cnmmuntly Bank. Ovye on the other hand, has fewer Agricultural Credit lnstitutions.

These are very representative of the extremes of linking agricultural credit with food crops
marketing situation in the states

Akure LGA represents the forest vegetation u.:hilu Oye LGA represents the denved Savannah
weas of the States. Akure LGA is noted for the production of tree crops like cocoa while Oye Local
!Envcmmcm Area produces more of rice. However, other food crops like yams, cassava, maize.
vegetables ete, are common to both areas

The products marketed in those two Local Government Areas { Akure and Oye ) include Gari,
Yam, Rice, "Elubo”, Beans, Melon, Corn, Fish; Oranges and Vegetables, these are the major staple
foods in Ondo and Ekiti States. Below are the names of Markets and Towns identified during the
course of study,

NAME OF MARKETS/TOWNS

AKURE LGA 1 N.E P.A Market

(Ondo State) 2. lsikan Market
3. Oba (Erekesan) Market
4, Adedeji Market
3. Orita lgun Market
b, Sabo Market
7 Maojere Market
) Ararom Market
9 Oubese Market

i oro Marker

i



OYE LGA . Oba lye Market (lre-Ekiti)
(Ekiti State) 2. Oba lye Market (Oye-Ekiti)
3. Tupeju Market
4 Ayegbaju Market
5. Aba lbira Market
6 lgbimo Market L /
7. lfaki Market
8.  Ayede-Ekiti Market
Source Survey Data, 1994.
In this study also, the following Food Crops' Marketing Association were indentified in the
Local Government Areas sampled.
NAME OF FOOD CROPS MARKETING ASSOCIATIONS IN THESTUDY AREA
AKURE LGA 1.  Owolowo Food Sellers Association
{ONDO STATE) 2. Akure Yam Flour Association

[felodun Butchers Association

Akure Foodstuff Union

s

Live and Let Live Rice Association

6. United Food Sellers Association

1. Ejalonibu Sellers Association (Fish Sellers)
8. Orange Sellers Association

% Rice Line Association

0. Anisolewa Butchers Association

L Iyaloja Food Sellers Association

OYE LGA . Arjelsbooja Foodsellers Association
(EKITI STATE) 2. Ovye Beans Sellers Association
3.  Oredegbe Food Sellers Association
4.  Owolowo Food Sellers Association
* Oye Yam Seller Association

£} Bmukonu ¥am Sellery Associstion
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7 llupeju Fish Sellers Association

&  lre Gari Sellers Associabion

9. Helodun Butchers Association

10 lyaloja Food Sellers Associatiosn
11 Orange Sellers Association
Source Survey Data, 1994,

3.2 DATA COLLECTION
Primary and Secondary data were collected for the study from the Food Crops’ Marketers

and Financial Institutions and Onde State Agricultural Credit Corporation (ODSACC) headquar-
ters at Akure. For the primary data a total of 152 questionnaires were successfully admimstered,
And they were divided into two pans. The first part consisted of 130 questionnaires completed by
the Food Crops’ Marketers while the second part consisted of 22 questionnaires and furnished with
information by the Financial Institutions

The data collected provided information on the following!

1. Socio-economic characteristics of food crops’ marketers.

2. The most profitable source(s) of agricultural credit to food crops marketing,

3. Financial problems confronting food crops’ marketers,

4. Credit needs of the marketers and

5.  Effect of credit utilisation on food crops’ marketers income,

The structured questionnaires were pre-tested for the purpose of checking their validity

and rebiability and also to create room for modification of some ambiguous questions.

3.3 SAMPLING PROCEDURE

The study was carried oul in most of the towns and markets of the local government areas.
Food Crops’ Marketers were randomly selected in the project area. Random sampling technique
was used for the selection of the total sample size of 152 Out of the 152 questionnaires admmis-
tered, a total of 151 were finally recovered after completion. A breakdown by local government

areas is given in Table 4 below



Table 4: SAMPLING PROCEDURE

{a) LGAS
Completed
Akure
Ovye
Total
{b) LGAS
Completed
Akure
Oy
Total
SOURCE : Sarvey Data, 1994

Number of copies of Questionnaire for Food Crops' Murketers

- 63

- 65

- 130

Number of copies of Questionnaire for Financial Insttunons
Z 14

= 7

- 21

3.4 MEASUREMENT OF VARIABLES

Variables measured included both dependent and independent vanables The dependent van-

ables included the contribution of credit used to the Gross Income from market sales, while the

independent variables included those factors that affect the dependent variables such as family size,

amount of loan for marketing purpose (M), etc.

3.5 ANALYTICAL TECHNIQUE

Statistical analysis were carried out with data collected as stated under procedure in

line with the objectives of the study. These were as follows

1 Descriptive statistics like frequencies and percentages

2 The use of paired T-test to test whether there were signiticant difterences in agncul-

tural food crops marketing with and without credit

L
i

Multiple regression was done with market sales Gross Income as dependent vanable

(Y) and 4 other independent (regressors) variables X - x_ The technigue 1s designed

1o analyse the conlibution of independent vanables to the dependent v wiable

29



6 MODEL SPECIFICATION
Four production functions were used viz; Linear, Semi-log, Cobb-Douglas (double -
log) and Exponential functions. This was done in an attempt to pick the function that gave

the best fit using the ordinary least square estimation method.

y = fX X X X, ,E)
Where
¥y = Gross income from market sales (R)

X = Family size

X = Amount of loan for marketing purpose (N)
X, = Cost of purchased items (foods) (W)

X, =  Costofhandling goods before sales (¥)
E = Errortérm

The estimated functional forms were:
{a) Linear function:
A= b +bow b +bx +ha+E
(b) Semi-log function
Y= blogx, + b legx + b logx, + b logx, + b logx, + E
(¢} Cobb Douglas (Double -log) function
Log¥ = blogx +blogx +blogx, +blogx, + b logx, +E
{d) Exponential function
Log¥ = bylogx, * b logx, + blogx, = blogx, + b logx, + E

whereb, is a constant term, E is the error term and b, - b, are the parameters to be estimated

7 CRITERIA USED IN CHOOSING THE LEAD EQUATION

Following are the criteria used to determine the degree of fitness to ease the selection of the

ad equation,
i The goodness of fit called for the magnitude {I:f multiple determination R? with spe-
clal reference to adjusted R* (R+), singe R? attempts to correct the optimistic bas
of the sample R* and is uninfluenced by the number of the regres:.rs

ii. The appropriateness ot the sign of the regression coefficient
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With regard to the magnitude of standard error (SE) and the sum of squares of error {55E),
the equation with the low values for these are preferred.

The statistical significance of the regression coefticient as determined by the t-values

The F-test provides an overall test of significance ol the regression equation,

However, the model expects a prior regression coetficient to be positive for amount of loan

tor marketing purpose while the rest of the variables could be positive or negative
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CHAPTER FOUR
20 EMPIRICAL RESULTS AND DISCUSSION
21 SOCIO-ECONOMIC CHARACTERISTICS OF THE FOOD
CROPS' MARKETERS

4.1.1 Age Strycture of the Food Crops Marketers
Age of respondents ranged from 18 to 80 years and had & mean of 39 3 years (Table 5), Food

Crops' Marketers 10 to 30 years of age constituted 20,77% of the members interviewed.

Food Crops’ Marketers between ages of 31 and 40 'vears accounted for 36.92% of total, while
thoze between 41-50 years, 51-60 years and 61-70 years accounted for 24.62%, 1077 and 6.15%
respectively. Only one marketer was sbove 70 years of age

The finding below shows that marketers between the age of 31 and 40 years form the majority
among the food crops marketers interviewed. The gpged people were not actively involved in the

food crops marketing business.

TABLE 5: AGE STRUCTURE OF THE FOOD CROPS” MARKETERS (IN = 130}

Age (Years) Frequency Percentage Cummudative %o

Upto 30 27 20.77 20.77
31-40 4 36,92 57.69
41 - 30 32 24.62 8231
al-60 14 LTT 93.03
ol -70 5 615 99.23
Above 70 | 0.77 | (1, 00

Total 130 10000
Mean = 393 years

Range = 18 - 80 vears
SOURCE: Survey Data, 1994

4.1.2 Family Size of Food crops' Marketers

Data obtained from the marketers regarding their family sizes range from one to thirty-two
with the mean value of 6.85 indicated that 91.54% are within | and 10 in terms of family size.
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About seven percent of the marketers had family sizes ranging from 11 10 20,whiie I.54% fell within
20 and 32. It shows that these respondents have large numbers of dependants and this would lead to

increased demand for consumptive items such as feeding, school fees, clothing, medical expenses

ete.
TABLE 6: FOOD CROPs MARKETERS' FAMILY SIZE {N = 130)

No in the Family Frequency Percentage Cummulative %o
Below 5 47 J6.15 36.15

6-10 72 55.39 91,54

11-15 8 6.15 97.69

16 -20 | .77 98.46

Above 20 2 1.54 100.00

Total 130 100,00

Mean= 6. 85 years
Range = | - 32 years

SOURCE: Survey Data, 1994,

4.1.3 Sex of Respondents

Of the total, Food Crops Marketers interviewed in the two Local Government Areas (Akure
and Oye) of Ondo and Ekiti States, 31 54% were male while 68.46% were female. This shows that
female dominated Food Crops Murketing business in the areas of study as shown in Table 7 This
result was in ling with the finding of Adeyokunnu {1970) that Women predominate in foodstufis
marketing.

TABLE 7 SEX OF RESPONDENTS (N = |30)

Sex Frequency Percentage Cummulative %
vlale 41 31.54 31.54
Female By 68 46 10000
{fotal 130 100,00
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SOURCE: Field Survey, 1994

4.1.4 Religion of Marketers

Data obtained from the respondents regarding their religion imndicate that G8 40% al thei

were Christians, 23.08% were Muslims while 8 46% were Tradiionalists

The above result from Table B shows that only these 3 rehwions predominated among food

crops ‘marketers within the study areas

TABLE §: TS (N - 130
Religion Frequency Percentige Cummulative %o
Christianity 89 63 46 68.46
Islam -30 23.08 91.54
Traditional 11 246 100.00
Total 130 10000

SOURCE: Field Data, 1994.

4.1.5 Mantal Status Of Respondents

The findings show that 78 46% of total were marmied while 10 77%, 3 85% and 6 92% were

single, divorced and widowed respectively.

TABLE ¢ MARITAL STATUS OF RESPONDENTS (N = 130}

Manital Status Frequency Percentage Cummulative %o
Married 102 78.46 78 46

Bingle 14 10.77 8223

Divorce 5 3.85 93 08

Widowed 9 692 00 G

Total 130 100006

SOURCE Field Data, 1994,




4.1.6 Major Occupation of the Food Crops' Marketers

The major occupation of the respondents was marketing (food) 99.23% of people were
food crops’ marketers by their occupations (Table 10}, They were more engaged in food crops

marketing business than any other enterprises.

Farming accounted for 0.77% and none of the respondents operate as agricultural libour or

craftaman
This show that marketing was the mast important cceupation of the people in the study area

TABLE 10; MAJOR OCCUPATION OF THE FOOD CRUPS MARKETERS (N = 130

|
Marital Status Fregquency I Percentauy
Marketing (food) 129 : 99 23
Farming 1 0.77
Agricultural Labour 0 Q.00
Craftmanship 0 0.00
Total 130 1 063,00

SOURCE: Field Survey, 1994,

4.1.7 Sgcondary Occupation

OF all the 32 respondents having secondary cccupations, U U, % 38, 6234 and 84 18%
respectively were engaged i, hunting, produce buying, fishing and others as ther secondary ueeu-

pations.
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(zae Tabie 11).

TABLE 11: SECONDARY QCCUPATIONS OF THE MARXETEIRE (1= 1ow)
Secondary Cceupation Frequency Peroemtause
Hunting 0
Produce buying 3 938
Fishing 2 6.25
Others 27 84 38
Total ¥ (ARSI

SOURCE: Field Survey, 1994,
4.1.8 Marketing Experience

Years of marketing experience of the food crops” marketers ranged from | to 38 years with
the mean value of 9.4 years. Findings from the market survey indicated that the modal class fall
between 1 and 10 years with 71.54% of the total, Marketers between 11 and 40 years of marketing
experience were more experienced than thoss below 10 years (71.54%) and account for a total of

2B.48% (See Table 12).

TABLE 12 RS OF M- NG EXPERIENCE
Experience (Years) | Frequency Percentage Cummulative %u
Below 10 93 71.54 7154
11 - 20 25 19.23 E 1 RO
21 -30 I 769 UE 40
31 -40 2 [.54 RN
Total 130 | o O
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Mean = 9.4 Years

Range =  1-38 years
SOURCE. Field Data, 1994
4.1.9 Food Stuffs Marketed

Various foodstuffs as listed in Table 13 were marketed by all the marketers interviewed. The
next well marketed foodstuffs include Beans (50.77%%), Yam (20.77%) as well as other foodsiulls
(35.38%)

It becomes chvious that the most important foodstufts in the marketimg business of the peaple
are Beans, Rice, and Garn

TABLE 13:  FOOD STUFES MARKETED

FFnEHi Stuff’ Frequency ) Percentage
41 31.54
27 2077
36 4308
ubo 33 2538
ns 66 50.77
elon 9 6.92
orn-maize 10 7.69
inea corm | 0.77
12 g.23
i 4.62
Oranges 7 538
Others 1 037

SOURCE Field Survey, 1994

4.1.10 Educational Auainment of the Respondents

The educational level among the sampled marketers included in this study area 1s low. 26, 15%,

of the marketers had non-formal education. Those who attended secondary schools had the highest

percentage of 38 46% formal education.
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Those who attended primary schools constituted 26.92%. Those whu sttended University, Poly-
Schnic as well as others were 3.85%, 3.08% and | 54% respectively {Table 14)

The educational attainment of a food crop's marketer does not only raise his market sales but

50 increases his ability to understand and evaluate the marketing envircament and market infor-
stion.

The implications of majority of the respondents having low education is that the ability of

luc:rl communication is low

ABLE 14: EDUCATIONAL ATTAINMENT OF FOOD CROPS' MARKETERS IN THE
STUDY AREA (N =130)

Fducational Frequency Percentage Cummulative %
¥
Attainment
University 5 3185 385
| Polytechme 4 .08 (.93
I
econdary 50 38.46 45.39
I
Primary 3 26 G2 72 31
Mon-formal 34 76 15 i
Others 2 | 54 (LHERLH
Total 130 | 00 G0

WURCE: Field Data, 1994,
! SOURCES OF AGRICULTURAL CREDIT TO THE RESPONDENTS

4.1 Formal and Informal Sources of Marketing Activities

Data obtained from marketers regarding sources of credit as shown in Table |5 indicates that

“formal sources which comprise of Trade Association, "Esusu” credit Institution, Money lenders,

Im:sl Businessmen and Traders, Friends and Relations as well as athers have the largest percentage
'66.67%, while 33 .33% respondents obtained credit from formal sources such as Nigerian Agn-

Lural and Cooperative Bank (NACB), National Directorate of Employinent [NDE) Credil and
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Commerce Bank, Agricultural Produce Marketing Covperanve Sucity, & crmmerctal Baok. Ly
munity Bank and People Bank. Huwever, none of the respondents ubitaned credit i Lt LTI
Agricultural Credit Corporation

The data below show that loan was obtained mastly from informal Sources  This was prob-
ably due to increase in awareness of the advantages of informal sources for regular loan disburse-
ment findings give credit at a high interest rate with timely disbursement and lintle or no collitersl
security requirement.

Friends and Relations being suppliers of establishment capital credit confirm some aspects ol
the useful role of the African culture in trade as indicated by Olufokunbi (1981).

Despite the low magnitude of credit obtainable from the non-institutional sources, coupled
with the paid on such loans, the Nigerian food crops' marketers still depended largely on it because
in general, they cannot afford the collateral nﬁ::n. demanded by banks tor securing loans

The implication is that, though credit is obtained mostly from mforal sources, but then, s
of the respondents did not patronize the banks for credits because of high imerest rate, unattaineble
collateral conditions, bank unwillingness to lend and lack of access to bank.

Food Crops" Marketers in the study area considered Friends and Relations, "Esusu™ Credil
Institutions, Money lenders, local businessmen and traders, Cooperative Society and NACB as im-
portant sources of agricultural eredit because of the following reasons (as indicated by them.)

(1) Easy access to loan,

{11) Low interest rate involved (except Money lenders),
{(iii)  Loan processing is simple,

(iv) WMo collateral security needed,

(v) Loans given at the appropriate time; and

{vi)  Develop personal relationship
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TABLE 15; i "REDIT MARKETING ACTIVITIES (NS Lt

Sources of Credit Frequency Percentapge
Ondo State Agricultural Credit Corporation 0 Q.00
Nigerian Agricultural and Cooperative Bank (NACB) 10 e T L
National Directorate of Employment (NDE}) 4 2.3
Credit and Commerce Bank 0 ARV
Agricultural Produce Marketing Cooperative Soclety 19 10.92
Commercial Bank g 517
Community Bank 9 5.17
People's Bank 7 4 02
Trade Association ' 4 2%
Esusu 57 33 T
Money lenders, Local Businessmen and Traders 17 D37
Friends and Relations. 36 20 69
Others 2 1.15

Moultiple responses.

SOURCE: Field Survey, 1994,

4.2.2 Category of Marketers (Wholesalers)

27.19% ofthe total were Beans wholesalers while 26 32% and |7 34% were Rice and "Elubo’
wholesalers respectively, The remaining 28.95% formed Garn, Yam, Melan, Corn, Beel, Fish and
Oranges wholesalers.

The findings show that Beans wholesalers, Rice wholesalers and 'Elubo” whelesalers were

more predominant among the food crops' marketers interviewed in the study ares (Table 16a)
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TABLE 16(a): RY O 2TERS {WHOLESALERS) N = 130

Category Frequency Percentage

Garri 7 614 '

Yam 10 877

Rice 30 2632

Elubo 20 17,54

Beans % 2719

Melon 1 0,88

Caorn 2 4.3

Beef 4 3.51

Fish 3 3.63

Oranges 3 263
Total 114 100,00

SOURCE: Field Data, 1994

4.2.3 Category of Marketers (Retsilers)

From the data, 25 4%, 20.63% and 1%.05% of the respondents {food crops’ markel-
ers) were ‘Garn’, Beans, and Rice retalers respectively.  The rematning 34 92% represen
Yam retailers, “Elubo’ retailers, Melon retailers, Corn retailers, Beet retailers, Fish retailers
and Orange retailers. (See Table [6b)

The marketers interviewed prefer selling in retails because not all the customers can

afford to buy in bulk (wholesale)
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TABLE 16(b): CATEGORY OF MARKETERS (RETAILERS) N = 130

Category Frequency Percentage®s
Garri 32 25.4
Yam 11 573
Rice 24 19.05
Elubo 7 5.56
Beans 26 20.63
Melon 5 3.97
Corn 4 317
Besf 9 7.14
Fish 3 2,38
Oranges 5 3.97
Total 130 100.00

SOURCE: Field Survey, 1994, '

4.3.0 CIAL PRO MS ROPS' MARKETERS

4.3,1 Problems Encountered by Food Crops® Marketers in the Use and Repayment of Loan

Out of the total respondents (130), 78 (60%%) borrowers indicated that inad-
equacy of laon given took a substantial part of the constraint to loan availlability Next constraint
i5 delay in loan dishursement which accounted for 38 48%, 28.46%, 21 .54% and 20.77% of the
marketers interviewed claimed that price fluctuations, bad roads and high cost of transportation
respectively were the identified problems. Close to these were short term for loan repayment,
high interest rate charged and fack of supervision by credit officers which respectivly accounted
for 15.39%, 14.62% and 10.77%. The least problem indemified as shown in Tavle 17 was labour
scarcity representing 1.54%

From the findings, one may categorically say that the major problem facing food crops’
marketers was inadequacy of loan given inspite of the efforts made by the governments in launch-
ing the Agnicultural Credit Guarantee Scheme Fund in 1977 to provide guarantee in respect of up
ta 75% of loans granted by Commercial and Merchant Banks for Agncultural purposes with the

aim of increasing the level of the Bank Credit to the Agricultural Sector.
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TABLE 17: PROBLEMS OF FOOD CROPS' MARKETERS IN THE L'SE AND REPAYMENT
OF LOAN AS INDICATED BY RESPONDENTS

=130
Problems dentified Frequency Percentage

Inadequacy of loan given 18 6000
Delay in loan disbursement 50 840
Price fluctuations 37 28 46
Bad Roads 28 21 54
High cost of transportation 21 2077
Short term for loan repayment . 20 1539
High interest rate charged 29 14.62
Lack of supervision by credit officers 4 177

No easy market for foodstuffs 11 8.46
Cumbersome loan procedures 10 T 469
High Cost of labour F| 339
Problem of storage 5 383
Matural Hazard 4 3.08
Labour Scarcity 2 1 54

Total L0000

* MNote: Multiple responses by marketers

SOURCE: Field Survey, 1994
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4132 SUGGESTIONS FOR QVERCOMING PROB!. LIS IN OB TAINING AND
USING OF THE LOAN

Suggestions made by the Food Crops’ Marketers to overcome these problems niclude

adequate loan to be given (64.62%), imely disbursement of loan (40.77%), ensuring
stable prices (28.46%), reduced cost of transportation {23 08%4) and provision of good
roads (21.54%). Other suggestions given in Table 18 include reduction in the interest
rate charged (17 69%), long term loan repayment (16 15%). provision of easy market
for foodstuffs (10.77%) as well as provision of good storage facilities (7.69%), term of
repayment to be deferred (6.15%), Increase loanable lunds o marketers (4.62%) and
cheap labour to be employed (2.31%).

The most important suggestions to overcome the observed loan problems have
to do with loan availability, timeliness,in loan disbursement, prices, cost of transporta-
tion, roads and interest rate charged. Theretore, i toan avalability and favourable prices
are ensured, most of the fond crops marketers hnancal problems would have been suii-

ably addressed
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Table 18: SUGGESTED SOLUTIONS TO THE PROBLEMS IDENTIFIED BY RE-
SPONDENTS (N-130 |

Suggested solutions Froguency Perventie
Adequate loan to be given 34 64.62
Timely disbursement of loan =X 4097
Ensuring stable prices 17 2840
Reduced cost of Transportation 30 23,08
Provision of good roads 28 21.54
Reduction on the interest rate charged 23 17.69
Financial Institution to give long time loan repayment | 21 16.15
To get easy market for foodstuffs .‘ 14 10.77
Provision of good storage facilities 10 7.69
Term of repayment to be deferied 5 L.13
Government to increase loanable founds to marketers | & 4.62
through Agricultural Credit Agencies
Cheap labour to be employed 3 231

Total

MNote: Multiple responses

SOURCE: Field Survey, 19%4
4.3.3 CURRENT INTEREST RATE STRUCTURE
Table 19 shows the current interest rate of the seven finnncial instituticns (Banks) studied

The findings indicated that National Directorate of Employment (NDE), Cooperative Society,
NACB and Cooperative Bank charged the lowest interest rate of 9%, 15%, 16% and 19% in
ascending order respectively, which s ideal tor simall scale Towd crops marketers su as w sel
their products at an affordable prices. This is why they will attrect more applications than Com-

mercial Banks, Community Bank and People’s Bank that charge 20% and sbove presently
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Table 19: CURRENT INTEREST RATE NOVEMBER, 1994 (v 21}

_§/N| NA ME OF BANKS : INTEREST RATE %

1. | Nigerian Agricultural and Cooperative Bank (NACB) 16-21

2. | National Directorate of Employment (NDE) 9

3. Cnnp:rnt'l%r*ﬂ Society g 15

4. | Commercial Banks 21

5. | Community Bank 21

6. | People's Bank 20

7. | Cooperative Bank ‘ |9

Source; Field Data, 1994

43.5 SIZE OF LOAN BORROWED BY FOOD CROPS MARKETERS

The data obtained from the respondents regarding the size of loan borrowed, shows that

about 72 marketers obtained loans of between®200 00 and®10,000.00, 22 81% obtained be-
tweenkl 0,001,00 and20,000.00420,001,00 and30,000.00 has 7.02% and the other loan sizes
with lower percentages as shown in Table 21, OfF the total 130 respondents, |14 (87.69%)
marketers obtained loan while the remaining 16 (12.31%) did not obtain loan (See Table 20).
The response of food crops’ marketers on loan size indicated that marketers who obtained
betwesn 200.00 and 20,000.00 were in the majority (85.97%). This points to the fact that most
berrowers were small scale food crops marketers who were not given much money. .-"n{miher
[actgf might be that marketers supplemented the loan with family labour and incomes. This

funding is in line with findings of Ewuola (1980) and Williams { [978)

134 Table20; RESPONSE ONLOANBORROWEDBY RESPONDENTS (N = 130)

L Response ' Frequency Percentage Cummulative
Obtained loan 114 8769 7,69
Did not obtain loan| 16 12.31 100.00
Total 130 100.00 100.00
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Source: Field Survey, 1994

Table 21: SIZE OF LOAN BORROWED BY MARKETERS (N = 130}
LOAN SIZE (N) FREQUENCY PERCENTAGE

up to 10,000 72 63 16

10,001 - 20,000 26 22 81

20,001 - 30,000 8 7.02

30,001 - 40,000 2 | 75

40,001 - 50,000 3 263

50,001 - 60,000 0 0.00

60,001 - 70,000 0 ‘ 000

70,001 - 80,000 0 0.00

80,001 - 90,000 0 0.00

90,001 - 100,000 2 1.75

over 100,000 1 0.88

Total 114 [ (K. 00

Mean = 2361609
Range = 200.00- 150,000.00
Source Survey Data, 1994
4.3.6 PERCENTAGE OF MARKETERS WHO SPENT LOAN AS APPROVED

Data obtained as seenin TuEll: 22 showed that 24 56% (28 borrowers ) did not spend all
loan approved on market operations while 75 44% (86 borrewers) spent all their loan s ap-
proved.

This finding tends to confirm the fact that the loan gcquired by marketers was not spent fue
productive purposes on marke! business alone but pant of it was diveried for other wses, o
asserted by Ewuola and Ogunfiditimi (1980), that loans are sometimes diverted to other ve-
tures. The diversion of the pant of the lean reduces its magnitude of the effeer of the loan on
marketers business
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Table 22; NTAGE TERS W PENT L
APPROVED (N = 114}
Proportion of loan spent as approved Frequency | Percentage % | Cummulative %
Spent part on approved enterprise 28 24.56% 24 .56
Spent all on approved enterprise 8O 75 44% | 0000
Total 114 100.00
Source: Field Data, |94
4.3.7 OTHER USES TO WHICH CREDIT GRANTED WAS PL'
Table 23 shows the non-market business uses 10 which the balance of loans was put. The

payment of children's school fees (85 71%) and I'mu:'.ehuld consumption (75 00%) commanded
priority among other uses to which loans were diverted  Other uses to which Agnicultural loan
was diverted included personal use (50.00%.), Social life (25 00%, ) and wransportation{10.7 %)

The result shows that children’s education and household consumption commanded the

greatest priority. The finding however, agrees with the findings of Miller (1975) and Ewuola
(1980),

Table 23. QTHER USES TO WHICH CREDIT GRANTED TO FOOD CROPS
MARKETERS WAS PUT (N = 28]

USES FREQUENCY PERCENTAGE
Children’s school fees 24 8571
Household consumption 21 7500

Personal use I4 5000
[Social life 7 25.00
Transportation 3 10,71

Multiple responses by marketers

SOURCE: Field Survey, 1994
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4.4.0 CREDIT NEED OF THE FOOD CROPS *"MARKETERS
4.4.1 GROSS INCOME FROM MARKET SALES

The mean amounts of income generated without and with credit were#87.303 53 and

#48 690 42 respectively (Table 24). These gave & 't value of 1 = 6 24 which was sigruticant at

0.01 level. This shows that when credit was made available more income was realised and so

less realised with less credit.

4.4.2 COST OF PURCHASED ITEMS (FOODS) WITH AND WITHOUT LOAN

There is a significant difference in the amounts of money food crops marketers spent on

their purchased food crops for resale with and without credit as indicated by a high 't value of't
= 7.47. This was significant at 0.01 level. The mean amounts without and with credit were
#§ 882 38 and
$£11,258.55 respectively { Table 24). Thus, this shows that a significantly higher amount of
maoney was spent on purchased foods for resale when credit was made available

4.43 COST OF HANDLING GOODS BEFORE SALE

To know whether there is a significant ditference between cost of handling goods with and
without loan, a calculated “t" value of t =3 78 between the two means offi 624 32 ande@ 042 55
respectively was obtained (Table 24). The computed "t value obtained was significant at 00/
level. This showed that credit availability significantly increased the amount of money spent on
cost of handling goods before sale
4.4.4 AMOUNT EXPENDED ON MARKET BUSINESS AND INCOME ACCRUED

For food crops’ marketers W:L!hﬁl.ll eredit, the total amount of money spent on marketing
business and the income generated had the means o [,442.16 and®87,303.53 respectively. The
calculated *1™ value between these means was 1 = 457 which was significant at 0.01 level This
difference in the mean value (Table 24) showed that marketers make profit from their marke

operations even without credit
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4.4.5 AMOUNT EXPENDED ON MARKET BUSINESS AND GROSS INCOME

WITH LOAN

The mean amount of money spent on market business with credit and the income realised
wereM|3 183 18 andM 8 690.42 respectively with the mean difference o5, 507.24 (Table 24)
These gave a™t" value oft = 5,13 which is significant at 001 level  This showed that when credil
was made available more money was spent on market operations and more income realised

4.4.6 TOTAL MARKETING COST WITH AND WITHOUT LOAN

The mean amounts of money expended on food crops marketing without &nd with credit
wereM] | 442 16 and™3,183.18 respectively (Table 24). The calculated ‘" value wast = 1.74
which is significant at 0.05 level. This showed that food crops' marketers spent more money on
market business when credit was made available.

4.4.7 NET INCOME WITH AND WITHOUT CREDIT

The Net Income of the food crops ‘marketers without and with credit has the mean values
o26,774.06 and# 5,416.60 respectively. The calculated " value was t = 5.34 which is signifi-
cant at 001 level. This indicated that credit has a significant rale to play in raising marketers’
income. Hence, it provides an avenue for market expansion, Moreso, credit is very crucial and

highly needed by any would be successful marketers (Table 24)



TABLE 24 TEST OF SIGNIFICANCE ON MARKETTING COSTS AND REVENUE (M)

:.l.l
1
T8N [ VARIABLE MEANVALUE MEAN [ MEAN TIVAL
LIST FOR VALUE FOR | DIFFERENCE
MARKETERS MARKETERS |
WITHOUT WITH
CREDIT | CREDIT ,
1. Gross  income | 3730333 4860042 1138689 6,24 '
from market sales
2. Cost of purchased | 8,882.38 11258 55 287616 747
ilems (Tood) .
3. Cost of handling | 1,624.32 2042.55 41823 [ 3.78
5
4, Total marketing | 11,442.16 1318318 [741.03 1.74
cosl
[3 Net Income 26,774.06 3541660 864255 514
[ Gross income i
without 37,303.53
eredit .
Total  amount 25861.37 457
mpmi:ﬂ on
market business | 11,442.16 b
belore,
] 1 || e |
7. Gross  income | 48,690.42
with
! Total  amount 3530724 513
spent on marked | 13,183.18
businqs with
E:I'Eﬂil-_-..d'“....,....,
]

p Significant at 0.05 level
s Significant at 0.01 level

NS  Not Significant

Source: Computed from Survey Data (1994)
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4.5.0 EFFECT OF CREDIT UTILISATION ON THE INCOME OF FOOD CROPS'
MARKETERS
4.5.1 REGRESSION RESULTS AND ANALYSIS

Of all the four estimated functions that were tried for this study — Linear, Double-log,
Semi log and Exponential functions, Double -log function was chosen as the lead equation. This
was based upon the values of the co-efficient of multiple determination (R?) and Standard Error
(SE).

The lead equation was given as:

Y = 1.327 - 0047, + 0512x, + 0267x, + 0.036x,
(0.323)  (0D.095)  (0.336) (0.168) (0.195)

Multiple R = 0.85357

R square (RY) : - 072858

Adjusted R square (R-%) = 071824

Standard Error (SE) = 026251

F = 70.464 (Significant at 0.05 level)

At this juncture, the Double-log function has the least standard error 026251
From Table 25, it showed that the coefficient of multiple determination {R2) is 0 72858
This indicated that about 73% of all the variation in markel sales income with credit were
explained by the variables considered in the equanon wiile 27% were not explained
This implied that there are still a number of exogenous factors (vanables) such as weather,
management and others not specified in the regression model which may be responsible
for the unexplained variation. Further studies may need to be carried out to examine the
unexplained variation

The F-test provides an overall test of significance of the regression equation
This test showed that F was statistically significant a1 5% (0 05) level since the calculated
value F = 70 46 was greater than the tabulated value (F = 2. 45), thereby showing that the

combined effect of the independent vanables were sigmficant on the Market Sales Gross

Income.



However, the F value {70.46) which was significant a1 005 level showed that the

selected variables made significant contribution to the observed vanution m Total hMurta

Sales Income with loan

Table 25.
REGRESSION RESULTS

FUNCTION Xl X2 X3 x4 I R+
COMNSTANT
Linear GIGZ.TM =105 dHG LEAT] -BOT0 |.3x7? LG | LIX R

(08X | CETEON) (%331 { 12833} {BEaG0) 03z 714
Dauble-log 1.327 -7 ald 2u7 RYETH W2y BT

[33324) | (awdasy i 33556) 4 LaTTT MR

S-ﬂil't'll-\h:gI ~AETISI09] 27419789 530304 698 | -JHELHI.052 |-F100] 771 asl 13334

(58096) | (O3171) [.30335) ¢ B9dd) [ BE203)
Exponential 4 (i) Q6668 14y U] 4512497 1] -2 23510 S 01 ESIalu=] uuis 0320

ClgdEl) | CETARTRIU |y A58 s U ] TR s i) o ARk 2500

Figure in parenthesis are Sandard Error (SE) for each variable

Source: Computed from Field Data



CHAPTER FIVE
5.0 CONCLUSION AND RECOMMENDATIONS
5.1 CONCLUSION

In order for agriculture to perform its functions of providing food and raw materals 1or the
population and country's growing industry respectively and also release labour to the industry, there
must exist a strong capital base for its effective take off. This capital is supposed to function in the
transformation of agriculture from its present traditional form to more dynamic technology level

This study has revealed that the Food Crops’ Marketers in both Akure and Oye Local Gov-
ernment Areas of Ondo and Ekiti States obtained Credit through the informal sources with lughly
exorbitant interest rates.

It is also revealed that production Credits are inadequate, with consumption requirements
determining to a very large extent the pattern of agricultural credit utibzation. Hence, the need to
grant consumption as well as production Iu:uan:'. to avoid loan diversion.

The study has considered the effect of credit on Food Crops Marketing.  From the analysis,
food crops’ marketers in the study area considered friends and relations (30.77%), "Esusu’ Credit
Institutions {20.76%), money lenders, local businessmen and traders {10 G0% ), coopérative saciely
(9.23%) and NACB (3.46%) as important sources of credn

With respect to the financial problems encountered by marketers within the study areas on
loan utilization, 60.00% indicated that madequacy of loan wiven, constituted the major problem.
38.46% claimed it was delay in loan disbursement, while 28 46% indicated price Quctuations. An-
other 42.31% claimed that bad roads and high cost of transportation were the major problems.

The result of the paired t-test statistics which was used 1o test whether there were signiticant
differences in market sales, for marketers with and without credit, showed that credit is crucial and

highly needed for any would be food crops’ marketers,
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52 RECOMMENDATIONS
In the light of the findings from this study, the following suggestions are recommended:

1. Agricultural Credit has to be made available to the marketers at the right time with low mter-

est rate,
3 The Nigerian Agricultural Credit Institutions are advised not to delay loan disbursement 1o

Marketers so that the fund can be used for marketing business and not for consumptive
purposes. Banks should also be constantly involved in reviewing Agricultural Policies in
order to take into account adequacy of loans to marketers,

3. To prevent delay in loan disbursement and inadequacy of credit, rural savings could be mo-
bilized through Cooperatives and Community organizations
4, There is need to train marketers on the conditions and regulations governing the ssue

and use of loans.

L

5, Procedures for obtaining loans should be made simple and easy tor marketers te understand
In considering application for loan, priority should be given to marketers seeking such loans
for food market business.

6. Food Crops’ Marketers should recognise that agricultursl credit is meant for imcreased mar-
ket sales in food crops marketing and desist from the habit of diverting agricultural losn 1o
other non-agricultural ventures,

2. Experts in the field of agriculture should be provided by the Bank in their rural branches 1o
engage in supervision of agricultural credit so as to facilitate effective lending 10 agriculture
Multiple regression analysis results showed that 73% of the vanation in market sales income

with credit were explained by the variables considered in the equation. Further studies should be

carried out to examine the unexplained variation. With the calculated “F value of F=70.46, the

combined effect of the independent variables were significant on the Market Sales Gross Income.
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THE FEDERAL UNIVERSITY OF TECHN{O ! O OY, AKURE
DEPARTMENT OF AGRICULTURAL ECONOMICS AND EXTENSION
PNVLE. To4, ARKLRE
ONDO STATE
Depr Sir/ Madam,
PROJECT QUESTIONNAIRE FOR FOOD CROPS" MARKETERS

1 am a Post Graduate Student of the above mentioned Department | am at present working on
M. Tech Thesis tittle * Etfect of Credst on Food Marketing in Akure Local Government Area of
Ondo State and Oye Local Government Area of Ekiti State” which this guestionsaire has been

planned to investigate.

| shall be very grateful if you could kindly fill the questionnaire as directed
i
INSTRUCTION: Please tick (i) or fill in answer (s) as appropriate,

Thanks for your co-operation.

Yours Faithfully,
MR, ADEEGRE, JOHNSON QLUGBADE

ol



INTERVIEW SCHER!!! |

Please fill this questionnaire as appropriate

Date of Tnterview ..o

R T B R o L b M b e Y

Mame of TownMarket ... .. ...

SECTION ONE -DEMOGRAPHIC INFORMATION

RERR ) B 1 e b A A e 0 S U
{b) Sex: (Mark One)
Male.......ooeroeorrrmrra s Female. ..........cccoocvimiecrecerieciriennes
{c} Religion: (Mark One)
(i) Christianity ............ s (i} Tslam
(i} Traditional {iv) Others specfy
2. (a) Mantal Status (i) Married {1} Single
{iiiy Divorced (iv) Widow
(k) Number of Wives., .
(c) Numberof Children......
(d) DependaniRelations...........ccooii
i Major Occupation (Mark ane)
(a) Marketing(Food) ... ... . {b} Farming
(¢} Agncultural Labour ..,
(d) Craftmanship ... ...
4 Secondary Oceupation (Mark one)
A) | N s
() Producsbuyerasiaainas
{c) Fishing. .. . AR U Ty
{d) Othersspecify ...
3. State your years of marketing experience years

02



6. What foed crops do you market or sell 7

i

(b).

(a)
(e)
(e)
(=)
(i)
(k)
Please

(i)

(i)

(iii)

{iv)

(a)

()

Speak
Read
Write

Garri (b) Yam
Rice (d} Elubo
Beans {fi Melon
Carn (h) Beef
Fish (j3  Oranges
Others

indicate your level of highest education (mark ane)
Mon-format Education { Adult evening school)
Completed ........ . oo NOL cOmpleted
Primary Education

Completed ... ... .. . Notcompleted
Secondary Ecucation

Completed . Mot cimpléted
Post Secondary Education

Completed ... S Mot completed
Erbvrerminy o i (b)) Palytechne

Others (specify) .

If Non-formal Education, can vou

Yoruba English Others specify

8. What Association or Union are you a member 7.,

4.

What are the benetits that you enjoy from the association”

(2)
(b
(c)
(d)

03



SECTION TWO-AVAILABILITY AND SOURCES OF CREDIT

10. When did you stant your selling/marketing”

11. What is the source of your initial capital of the business

{a) Persanal Fund.. ... ceenee () Money lenders .
{e) Borrowed money from friends and relations

{d] Purchased on credit

{e) Loan from the Bank ( Association)

12. How much was your biggest lean-and what year”
13. From what source () have you obtained creds belore”
(1) Ondo State Agricultural Credit Corporation
(ii) Nigerian Agricultural and Cooperative Bank (NACH)
(i) Mutional Dhrectorate of Employiment (NDE)
(iv) Credit and Commerce Bank
() Agricultural Produce Marketing Cooperative Society
{vi) Commercial Bank .....ccociviiinn {vi) Community Bank ... ...
(Vi) People'sBank.....coooomiiiniicisissiine
(ix}  Trade Association .............coooooi:
{x) ‘Esusu’ Credit Institution
{xi) Money Lenders, Local businessmen and traders.
(xu)  Others specify
4. Give the sources, year, amount and interest rate of your borrowed fund in the last ten
{10year):
SOURCE YEAR AMOUNT INTEREST RATE

64



5.4 TP SR PO R
15. Colateral security offered:

G O i s oo {11y Guarantors only
(iii} Conveyance or Certificate of Occupany
(iv) Shares/Insurance Certificate ... ... .. ..
(V) MORBRRR it (vi) Others specify ...
16. Which one do yvou consider as the imporntant source of agricultural credit?
{check one)
(i) Ondo State Agricultural Credit Corporation.... ..

(ii) Migerian Agricultural and Cooperative Bank (NACB} ... ...

(iii) MNational Directorate of Empiuymen': (NDE) ... ...
(iv) Credit and Commerce Bank ... ...
{v) Agricultural Praduce Marketing Cooperative Society .,
{vi) Commercial Bank L . (wit) Community Bank
{viil) People's Bank (1%} Trade Association
(%) ‘Esusu’ Credit Institution ..
“(x1) Money lenders, Loca! businessmen-and traders
{xii) Friends and Refations
(xmi) Othersspecify ...

17 Give reasonss)

(M)
()
(1% IO

L s e S S R :
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SECTION THREE- PROBLEMS AND SUGGESTIONS

18 What are the major financial problems facing you in the utilization and repayment of

agricultural credit?

19.  What are your suggested solutions to the above problems?

W) caricom T T I bl

fvi) ...
iy | A
SECTION FOUR- MARKET OPERATIONS AND CREDIT NEEDS

20, What category of marketer are you?

{2} Garn; Whaolesaler Retailer

(b} Yam: Wholesaler Retasler
(c) Rice: Wholesaler Retailer
id) Elubo: Wholesaler .. Retailer.
(e} Beans: Wholesaler . ................. Retailer
(f) Beans Wholesaler ... .. . Retailer
(2) Comn: Wholesaler .. . Retailes
{h) Beef Wholesaler Retailer
(g) fish: Whaless! Retailer
(h}y Cranges: Wharlesaler Kermler

(%141



21.  From whom do you obtain supply?
fa) Farmer- Producer .
(b) Farmers Marketing Cooperative.
(¢) Farm gate middleman ... ...
(d) Commissioned agent .
(&) MNon-Commissioned agent
{f} Wholesaler (Major distributor) ... ...
(g) Others (specify) ...

22,  'What category of people do you sell to
(a) Final consumer ... ..o {b) Retailer ...
{c) Institutions (Schools, Hospital, Restaurants, etc)
{d) Others (specifiy} ... ...

23.  What measurement do you use?

(&) Polythenebag . i(b) Tin
{c) Rubber/Congo/Kobiowu . ... (d) Kilogram (kg) .
ek T L s e e e ; (F) Others specify ..

24. How do you determine the price which you sell your products?
(a) Price given by a trade association ... .. .,
{b) By asking neighbours. ... :
{c) From previous sales
{d) Cost of production plus margin

(&) Others (specily)
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25.  Food items bought and sold in order of importance -most important is

FOOD ITEMS

QUANTITY

UNIT

UNIT PRICE (N}

BOUGHT SOLD

KRG/BAGTONNE

1992 1993

Crarri

Yam
Rice
Elubo
Beans
Melon
Com
Beef
Fizh
Oranges

Others

26. How do vou inform buvers about the product (51

{a) Advertisement

(¢) Send messanger to them

{b) Cpen display

() Cnbery

27. At what period of the year do you have greatest sale tor vour products?

PERIOD

QUANTITY SOLD

UNIT PRICE (N}

TOTAL SALES (N)

(a) January - March
(b) April - June

{c) July -September
(d) October-December
{e) Others (specify)

ok




28

25,

30,

£

What are the major problems encountered in selling?

B o e e P e

Estimate the total amount spent on food marketing business before and afier scquisition of

agnicultural credit by completing the table below:

Amount spent Amounl spent
Operations Without gredit With gredit

(i) Purchase of items (food) ... ...
(i) Handling of goods before
i
sales/labour, storage andtranspontation ...

Indicate the purpose(s) for which the agricultural credit is needed:

Estimate of financial undertakings for 1993
[tems Amount for famuly expenditure 993
(a) Family
(1) Clothing
{ii) Feeding
{iii) School fees
{iv) Medical expenses
(v) Taxation .
(vi] Entertainment . ...

(vil) Others specify ™ .



33,

34

35

36.

37,

38

{b) Traditional Ceremonies Amount expended lust yeu

() Marriage oo

(i) Naming Ceremonies ..o

D Bl =00 e e

(V) Others gpecify e IS £ A

SECTION FIVE- EFFECT OF CREDIT ON FOOD MARKETING
(a) As a food crops marketer, do you prefer leanding from the financial mstitutions 1o
from non-institutional source? Yes M
(b) Why?..
Have you ever-applied for a bank lcan?
Yes.. ., . No |
If Mo, indicate reason(s) why nat ,
{i) Unattainable collateral condition .
{ii) High rate ofinterest
(iii) Banks are unwilling to lend
(iv) No access to the banks
{v) Othersspeaify ... ..
How many times in a year does your creditor visit the market place?
)0 {in) 24 times
(mi) Mome ...
Where do vou keep vour savings”
(i) In the Bank . (i1} At home
(i) With people outside ., . (iv) With daily collectors
Are you indebted to any lending agency or individual?
g - JETREETRRE i " No .
(a) Do you get you income mainly form marketing?
p (e e P S ST | M
(b) If yes, what proportion of your total (gross) income comes from food crops

marketing?

T



(i) Lessthan25% ... . (it} Lip 1o S0%
(i} Up-to 75%. ) !

(e} 1f Mo, what other joli{s) do you get income from?

230 On getting the Credit:
(a) How did you use the loan”
Lise Amount 50 used (N)
(1) Cost of purchase of ood items
(i) Cost of handling goods before sale
{iii) Cost of labour Rt
(1iv) Cost of storage
{v) Cost of Transportation
(b) Proportion of the loan used on the market business . %

(c) Use Amount so used ()



EFFECT OF CREDIT ON FOOD MARKETING IN AKURE LOCAL GOVERNMENT
AREA OF ONDO STATE AND OYE LOCAL GOVERNMENT AREA OF ERITI STATE:

Lt

PROJECT QUESTIONNAIRE FOR FINANCIAL INSTITUTION
Mame of Financial Institution ... ... ovvveeriiecriiins

Location of Financial Institution ... ...
Does vour institution assist in financing food marketing”

Yes . : Mo

Indicate the lending categories your bank is involved

{1} Shart term fnancing
(1) Mudhum term financing
(iii} Long term financing

i
State category of beneficial marketers

(a) Number of small scale marketers
(k) Number of medium scale marketers
(3] Number of large scale marketers
What is your current interest rate? ... ...,
What methods of loan disbursement is/are being used by yourr bank?
(1) Piece-meal disbursement ., .
(1) Bulk disbursement ...
{iii) In kind disbursement
(1v) In eash and kind
Dees your bank has monitoring or extension for agricultural lpans?

| R e ND

How many times do you visit your marketers in u year?

10 Indicate and state number of your agricultural expents

(a) Degree holders
ib) Diploma/certificate holders



11. Dioes your bank encounter repayment problems from the beneficiry
marketers?
7 S (ST oL e R
iy T T SO .

(€] SOME ...

12 If & or ¢ above, indicate one or more reasons why you think food crops’ marketers

find 1t difficult to repay”

BN, i T e e e

L]
Please state any additional relevant information not covered by this questionnaire



