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ABSTRACT
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Tood import ball that has continoed vnabated. The smallholder agriculure fs==

Mugeri’s [omd problem has worsened over nme judging fro

considered strategic in order 1o alleviate this intractable problem of food insecurity.
Fhiz would however, teguire measures such as supphies of credit 1o amelioratle thew
marginal economic conditions and thereby increasing their productivity.

Henee vartations ol creditl programme have been used as policy action directed
twwards nnproving the prodouctivity of the small-scale larmers. In spite of this. there
exials o considerable lnck of consensus regarding their effectiveness. This may be
prodably due 1o the magniude of credil requirements.

This study therefore investigated the effect of credit on the level of food
production of small-scale farmers in Ondo State. Specilically it assessed the ellect of
credit size on farm output, examined the socio economic characteristics of farmers
using credil, measured frmers perception to credit use and highlighted the constraints
Loy credil wse,

Primary data were collected Troim 200 small scale [armers through the use of
standardized imerview schedules. The respondents were selected using multi-stage
random sampling method.  In the first stage, Nive Local Government Arcas (LGAS)
were selected from existing Eighteen LGA's of Ondo State by random sampling.
T'wo communities were further selecied lrom each of the selected LGAs from the list
obtamed ml the various Local Government offices, Out of the list of larmers obtained.
twenty Farmers utilizing credit were selected from each of the selected communities
making o total of two bundred respondents,

Phe data obtained was sebjected o deseriptive analytical techmigues such os

freguency and means on the socio- econsmic characteristics of the Ffarmers,  The



relationship of eredil size (o Tirmers” socio — economie charactenistic was tested with
Pearson Product Moment Correliation. While Multiple Regression Analysis was the
predictive ool employved Lo estimate the elTect of variables that inloenced credil size
used by formers and the determinants of farm output. A 22 vanable item on 5 point
Likert Seale wis jo |1m:-lum larmers perception ol eredit.

Findings reveal that Tarmers were mostly middle aged (% = 49.46 vears): had
large households (== 11.36); possessed fairly low-levels ol formal education and had
sl Tarm sizes (= = 0L86 ha), The credit profile showed that the mean credit size of
B3 29550 received by the respondents was lower than their mean expenditure of
BT 50 meaning that the loan was only 75.1% sufficient. In addition, the farmers

m-m , %
recorded o Tax nondpul of MGT, 340,50,

Correlation analysis revealed that Tarmers age (r= 0.27), education
ir = 038 and total family size (r= 0.32) were found  significant and positively related
to credit size, while credit experience was not,

Regression analysis pave an F value of 68638 with an R’ of 0.715, :-t'T}'r#"\
imdicated that selected independent variables accounted for 71.5% of observed
changes i credin size. Varables that made signilicant contributions to changes in
credit size incloded farm experience. Extension agents™ visil, adoption of innovations,
farm size amnd Tarm output. With Tarm outpul as dependemt variable. regression
analysis gave an T yvalue of 30,061 with an R? of 0.437. This indicated that selected
vartables accounted lor 43, 7% of the observed varations in larm outpul, Independent
variables that made significant contributions o these include farm labour, operating
expenses. credit size and Extention Agents” Visit,

Perception of credil by the Farmers had a mean score of 865 varving from

470 o 1000, This was against the expected minimum perception score of 22 with a



masimun ol 1H. Correlation between perception and credit was r = (1,394 which
wis significant at .01 level.

Based on the findings. it was inferred that the credit provided appeared
msullicient to cover Tarmers capital needs. Provision of credit however. enhanced
larmers level ol production

Farmiers  sociv-economic  characteristics such  as ape.  education,  farm
experience. Fnm size and ol Gimily size positively influenced small-scale frmers
abality to manage credit oblained by them. Also, farm charncteristics such as adoption
of imnovations and Extension Agents’ Visit improved the productive use of credit by
the Tarmers.

Frmally. the positive comelation of farmers” perception with credil use suppests

that credit fulfills important functions in farmers resources use,
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CHAT'TER ONE

INTRODUCTION

The Food Production situation in Nigerinn Economy
Agriculture remining one of the most imporant economic sectors of the Nigerian

ny e Beries ol is contributions to the gross domestic produet (GDP) and employment
Agricultire contributed 59.8% to GBI in 19660 — 65 (See Table 1), During the oil
mera (1970 - B0Y, this declined steadily 10 22.4%. By 1981-85, its share rose slightly o
S mnd finther 10 37.9% hetween 1986 - 90 and slightly down to 36.4% and 33.2% in the

:__ nﬂ-huwn era of 199195 and 19992000 respectively, The earmings from agriculture to

! | expons within this period also declined steadily from 8.3% in 1971-75 10 1.0% in 1996 -
M) (See Table 2). The rise in 1986 - 90 might have been due 1o the gains obtained from the

ic policies within the period with the ntroduction of Stroctural Adjustment

Furthermore, in response 1o the SAFP policies, aggregate agriculiural production
Frem — 0.6% anmual growih rate in 1970 - 1985 1o B.8% in 1986 - 1993, However,
his declined 1o 3.6% in 1994 — 1999 (Ukeje 2000). One of the reason attributed to this eratic
pdrome s the initial govermment over-focus on the petroleam sub-sector which actually
hindered agriculural {Baker, 1989 and Olalokun et al, 1984},

A cursory look at the food sub-sector shows this dismal performance. The growth rate
_ lood demand is estimated at 3.2% per annum while that of annual Tood production is about
1.5% (FAQ, 1986 as indicated |y Dittoh (19917, This implies that there is lood deficit. In a
: grried ot by CBN/NISER (1991), composite figures indicate that the rate of

ic food production declined by an average of 0.42% apnually between 1960 and 1985,



Table I: Agricultural Contribution To Gross Domestie Product : 1960 —2000

Year Percenta e share in Total (%)
1960 - 65 - ' 508 -

1966 - 70 52,2

1971 =75 MEG

[976 - B0 224

1981 — 85 25 \
1986 - 90 379 3
1991 - 95 A4

1994 — 2001 33.2

i

Sowrce: (1) Central Bank HII:Wgr:r.i..E:mmmir and Financial Review

Vol 31 No. 2 1993
{2y Computed from Central Bank of Nigeda: Annval Report and

Statement of acoount various issues, |S7-200H)

Table 2: Valae OF Nigeria's Agricultural Export (N Million): 1971-2000

Year Average Value of  Average Value of Total  Agricultural Exports as
Agricultural Exports  Exports %o of Total Export

1971-75 2608 31453 83

1976 - 80 4087 N931.7 4.5

I9R1 -85 2766 93351 3.0

986 -4 1636.1 47666.3 3.5

| 991 — 95 | 28561 T1283.6 1.8
19962000 16001.1 I58615%9.3 1.0

Sources: (1) Central Bank of Nigeria Feomomic and Financial Review

Vol 31 No. 2 1993
£4) Computed from Nigerian Trade Summary Federal office of
Statistics, Fagos 1995

{3) Review of Migenan Economy Federal Office ol Statistics 2000,



However there were shight increases in some staple [ood commodities in the
1996075 as shown in Fig. 1. Table 3 also show that maize production increased from
2205 metrie tonnes in 1990 10 3289 in 1995 amd 6419 metric tonnes in 2000, While
cassava production mereased from 3675 metre tonnes in 1990 to 20299 metric lonnes
i 1995 and 36750 in 2000, Yam production from 7813 metrie tonnes in 1990 1o 7406
in 1991 but has been on steady incrense up Gl 2000 as 26421 metric tonnes of yam
was produced that vear

I his there s pmple evidence pointimg Lo the Bl that current Tood sitution
would require efforts o sustain the gains made and greater Improvement towards
farming. For mstance the efTect of the mcreases i Tood supply 15 bemg negated due to
merensing population growth rate above production level. Hence signihicant lood
deficits have been Torecasted in developing countries generally (FAO, 1987). This
posture have imphcations for Tood security, For instance Nigeria which was almost
sell-sulhicient i food production i early 196075 becmne major food importer in the
980 s ((Havemi, 1989), The eéxtemal dependence on food sopply as reported .hg.'
lderwn € 1994 ) showed that Migeria’s food import bill increased Trom 46,08 million in
1965 1w an all-time high of N3.746 billion i 199, The figore stood al N103.4%
billion in 1999 (FOS, 20000 and N113.63 billion in 2000 (CBN, 20000 which 15 ten
folls of agricullural exports. This indicated a negative terms of trade for the
agricultural sector. Ukeje (2000) showed that fosd import account for 15.8% of total
imports in 1999 with an average annual growth rate of 12.9% in 1994 — 1999 perod
despite the Structural Adjustment Programme. This meant that food importation 15

signilicant in the 1otal impons of the country.
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" Tremd in Selected Nigeria's Food Crop Production Output: 1970 — 2000
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Consequently, the change in scenario of Nigerin®s agricultore coupled with the
declining revenue from the petrolenm industry had its toll on the quality of life of the
populace. For instance i 1980, per capita income of Nigeria was estimated at $1000
(LLS. Dallars) but by 19923, the country has plunged long into misery and poverty with
bess than $200 (U5 Dollars) per capita income (LINDIY, 1994), While rural poverty has
persisted and even worsened in the 1980°s and bevond, development indicators now

purint to stagnation or rather decline in levels of food sell-sulTiciency and nutrition.

L2 Problem Statement

Central 1o the development of the agricultural sector in Migeria is the notable
leature of small-scale farmers who apparenily produee over TS of the country’s total
agriculiural output. The productivity levels of these fanmers is however low,
considering the decline in average per hectare Tarm vield in various crops
(CBNMNISER 1991 and Olayide, 1982), In addition, simall holder agriculture is
comsidered strategic to achieve the objective of Tood sell-sulliciency and security in
Migeria ([dachaba el al 1980).

In order to increase the output of the small-scale farmers, their myriad of
problems such as wnlavourable product prices, inadequate supply of capital resources,
weak mfmstructure support and so on must be tackled. One of the key measures that |
15 critical 1o increased agriculiural productivity is supplies of credit 1o small scale
larmers {lyere, 1981, Ewoola, 1985; Mwana, 1995 and Toluyemi, 1996).

In the agricultural seclor, credit requirement is very high because the overall
priluction of the country depends on o large number of individual farmers™ t(he
majority of whom are in marginal economic conditions. This probably explains the

long history of involvement ol the Nigerian govermiments in the provision of
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agricultural credit as a policy action directed towards improving the production and
productivity of small-scale farmers, This is exemplified in its various credit schemes
and programmes such as Nigeria Agriculiural Cooperative and Rural Development
Bank (INACRDB) and Agricultural Credit and Guarantee Scheme Fund (ACGS), as
well as monelary credit policies in favour of agriculture. The inadequacies in credit
supplies from the government sources has also lead to patronage of Thrift and Credit
cooperative socictics. This source is more favoured because of easier accessibility and
bess collateral requirement.

A serious constraint of the small-scale farmers is that the magnitudes of loans
granted are inadequate for their needs. A situation that can neither be remedied by the
mare patronized informal credit sources, Hence the problem of increased diversion of
foan to non-larm uses by lammers has been recorded. Argument has theretore arisen as
1o whether both consumption and preduction credit should be provided Tor Tarmers for
their personal and production needs.

In view of this, there is the need to study credit effects on the small farm
sector. Thus, the research problem is cast in such question as:

(i} Does adequacy of credit size influence level of output or net.
(i}  What 1s the farmers” perception of credit?
(iil)  What are the implications of these on small-scale farmers loan policy in the

country?

1.3 Ohbjectives of the Study
I'he broad ohjective of this study was W investipate the effect of credit on the
level of food production of small-scale farmers in Ondo State.

The specific objectives were 1o;



{1}y Examine the socioeconomic characteristics of small-seale Farmers credit users.
“fl Assess the effect of credit size on the farmers output

tiil)  Measure the farmers” perceplion of credit use

i) Make policy recommendations with a view to improving loan administration

for smoall-scale Tarmers,

14 Hypotheses of the Study
The hypotheses of the study were as follows:

{iy Size of available farm credit has no relationship with selected farmers’
socioeconomic characteristics,

() Farm credit has no efTect on small-scale farmers” oufput,

L5 Limitation of the Study

The study is limited 1o food erop farmers in Ondo State dire 1o Ginancial and
time constrains,

The respondents also had the problem of recall abilities which stem largely
fromn their inability 1o keep Tarm records. Hence approximations was made in some
instances.

Also i some cases. the enumerators experienced some rebull and intimidation
lrom the respondents duc to their prevailing attitude that they do not see how
provision of the data would benefit them, and from lack of inadequate appreciation of
their role as stakeholders in the elfort to develop the Nigerian economy, This
respondents. apathy was however reduced by explaining the benefits of scientific

researches ko the overall wellare of the entire populace.



insight into credit delivery to one of the less-priviledge group of people
imers) a3 & way of enbancing their farm produetion,

> The research results obtained would also be valuable for researchers. palicy

makers and credit administrators. It would afso provide current data in empirical

fﬁﬂ]‘h‘ in credit administration,



CHAPTER TWO

LITERATURE REVIEW

21 Concept of Agricultural Credit

The word credit is derived from the Latin word “credo™ which means |
believe, Credit has been interpreted by Famorivo and lghen (1978) 1o mean the belief
of the lemler in the ability and willingness of the borrower 1o fulfill his financial
ohligations. Various authors have defined credit “as the acquisition of, and control
over funds at o cost, lor a specified time period™. An explicit definition of agricultural
credit has been given by Ewuola (1985) as the present and temporary transfer of
purchasing power {(wealth, assets in form of goods, services and money) from a
person or body wha owns it 1o one who wants it allowing him the skill to command
ahother person’s capital for agriculral purpose but with confidence in his

willingness and ability to repay at a specified later date as stated in an agreement,

2.1 Sowrces of Credit

In Nigeria, agriculiural credit is made available 1o farmers through a number
of institutions in the organized credit market in addition to individuals operating in
mnformal market.

According o Okorie (1988) and Toluyemi (199) the two sources of credit
available 10 Fanmers are broadly categorized into Tormal and informal sources, The
informal sources otherwise called non-institutional sources include friends, relatives,
private money lenders, rolating credit sources and merchanl traders. Miller {1975)
stated that the informal sector accounted for 26.9% by number of those using it. The,

sty aleo revealed that 14, 3% of the farmers used fommal credit,



Ihe formal sources or mstitational credit on the other hand consist of public
el privale credil institutions such as commercial banks, povernmment-owned
agricultural credit corpomations, co-operiative societies, merchant banks and similar
institiiois.

In apprawsing these sowrces. the intormal sources constitute an fmpoerant
source of credit 1o small holder Grmer because ol easy accessibility and minimal
lormalities in obtaining loans. However, loans given out lrom this source have
prohibitive interest which range from 20 ~ 200% (Toluvemi 1996). The formal
sources have not pertormed well either. (eorie (198R) stmed that the overall
perlormance of commercial banks in agriculiur] sector finance Tell below the
mitimum target set by the Central Bank of Nigeria with an annual average of 7.1% in
1984 even with Agricultural Credit Guarantee Scheme.

Despite this, Famorive and Imoudu (1988) contend that even though an
avernpe Nigerian (armers still comtinues o rely on non-formnl credit and are not
enthusiastic about formal sources of loanable, Tormal institutional credit provides the
most appropriate source of loanable  fund  inspite o cumbersome and  delay
procedures. This is becanse of the magnitude of credit required and the intricacies
mvolved in credit administration and Tavourable inlerest rates,

23 Studies on Small holder agricultural lemling in Nigerin and other

developing countries of the workd

Ihe wse of agnicultural credit programmes. in many developing countries has
been seen as one of the major means of promoling agriculural development. It is
conceived that small-scale Tarmers do nol have sufficient fund (o undertake the level
ol investiment needed for rapid agriculural development. Henee a sound, efficiemt

financial system is imporant o economic growlh as a growing hody of lilerature



(dempnstrates (Mckinon, 1973, World Bank, 1989, Bencivenga and Smith, 1991),
Ot and Adeyemo (1984) were of the opinion that provision of farm credit is a
ke element in the modernization of agriculiure,

Considering the fact that innovations requires extra capital, Bindlish and
Evenson (1993) identificd unavailability and inadequate credit as a major factor
contstraming adoption of production recommendation of the resource-poor small scale
farmers in Kenya,

According 1o Alieno (1995), the lack of credit for small-scale farmers has been
udentified us denying farmers opportunity (o expand production beyvond their current
kevel. This is because farming is capital intensive and farmers in Nigeria and
elsewhere require enormous financial resources to hire labor bevond family source,
purchase agro-chemical which are exorbitant and purchase non-conventional and
high-vielding farm inputs such as improved varieties of seeds and breeds of livestock
i order to increase their level of production. Hence, Orafidiva and Osuntogun { 1987)
posited that the major role of credit in peasant Tarming is the opening of greater
opportunities Tor acguisition of much needed inputs.

Ogunfowora ¢t al (1972} sugpested the reasons why the small holders
ngriculture in particular require credil as follows.

(i Many innovations is larming inevitably increase the capital requirement of
farmers

(it} Ihe hulk of the farmers produce ol subsistence level and there 5 therelore
little marketable sumlus oul of which savings for fnture investment can be
made:

i) The seasonal nature of Fam produetion and income generation creale a need

for short term and mediom-term loans from linancing production achivities,

ST

)
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e} The supply ol loans may strengthen the farmers position in the disposal ol
their farm produce instead of having the timing determined by orgent needs
liw cash,

[echnological innovations in agriculture are accompanied by stochastic surges
m capital needs and savings (Desai and Mellor, 1993 Bathrick 1981 and Hay 1985)
In order to shifi production functions upward, farmers must be able to purchase
modem farm inputs such as high-vieldimg varieties of seeds, fertilizers and irrigation
equipients. This should help alleviate food shorage.

As World Bank’s presidemt Robert M Mamara stated in a conference....
“without rapid progress i small holder agriculiure throughout the developing World,
there is litle hope either of achieving long term stable economic growth or of
significantly reducing the levels of absolule poverty™ (World Bank 1987).
Agricultural credit was to play an important role in accomplishing these production
objective of making il possible for once marginal farms to become viable and credit
worthy enterprises,

Feller (1999} observed that access (o credit will increase the risk bearing
capaciy of larm households, thos allowing the vse of improved technologies, In the
samie vein, Nwana (1995 stated that insufficient capital and Iack ol access 1o credit
have been explicitly recognized as some of the critical factors mfloencing and imiting
the growth of the small hokler sub-sectors i LDCs parlicularly in adopling baskc
agricultural technologies, lepce in the concepts of modemization ol agriculture,
supply of production resources, profitability of production, marketing and  eredit
become vital interacting variables and components for ils actualization,

The supply of ellective means of production could constilute a classic
hottleneck in the level of productivity in small scale agriculleral, In the statement of
lghen (1988) “available data indicate that low level of production and productivity

1
cspecially in crops appears to be the direct and immediate cause of food amd industrial



ry asterial crisis in Nigeria™. In order to ameliorate this situation, Aderinola (1989)
and Atieno (1995) affirmed that credit is an efTective means of bringing labor, land
il management o productive ose and imtensifyving the productivity resulting from
eredit use that act as the underbying motivation of many government programimes

seoking to provide credit

L4 Problems of Agricultural Credit Lending

The use of credit [or agricultural production has been rightly recognized by
both government and donors alike as important and has been promoted through
wrious programmes and project. The success however has been spotty and one can
sy in peneral that agriculiwral credit projects have not performed as planned
(Alexander 1996), Hence a major issue pow i5 wether improvement in Tormal
Tinancial structures and credit policies will contribute toward investments and growth,

Okorie (1988) explicithy categorized problems of smallholders agriculiral
eredil as farm oriented, bank oriented and government oriented. Accordingly, the Tarm
oriemed problem include lock ol suitable security for loans, illiteracy among Grmers,
risk averse, poor management ol Tunds, small fragmented halding and risks and
uneertainties surroumding agricullure: While the bank oriented problems include high
administrative costs. inadequate rural branch network, inadequate stall to administer,
moniter and supervise the loans, The government relmted problems include Tregquent
meensistent government policies such as import and export regulations on farm
coinoddities that is banning and unbanning [ood and farm mpul, changes on imterest
rate, inadeguate  infrastructore facilities, such as marketing, tansporation and
inadequate research support and extension services. The Tarmers inability to il bank
forms, keep larm accounts and poor management of Tund was inextricably linked 10

illiteracy and hence farmers divert loans to unintended vse (Okorie 1988).
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Famoriyo (1977) stated that the delerrent 1o the Row of commercial bank loans
e smallholder Gawmers entails high administrative costs, difliculties of supervision
and recovery of lonns, lack of collateral security and high default rates.

According to Ewuola {19800 and Okwuosa (1976), peasant credit schemes via
government and government agencies have not been too successful tarpely because of
poor o repayvment by beneliciaries, The loan recovery rates have been low gven
with supervision and careful selection of beneliciaries. This 18 also linked with land
title problem in developing countries,

Schrieder and Heidhues (1995) and Alexander (1996) also noted that formal
loams have high bommower transaction costs in (orm of tamsporation, food gifs,
accommadation and bribery. The resulling elfect is that the small farmers were
discouraged from seeking formal loans.

All of these are sugpestive that formal foans are fraught with discerning
prohlems that requires attention. In fact the multitarions need of farmers have lead o
the proposition that both production and consumption credit should be made available
o improve food production. Production: credit enhanees farmers: productive and
icoime capacity. On the other hand, consumpiive credit is particularly elfective in

bridging temporary food shortages and other non-Tarm credil needs of the farmers.
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CHAI'TER THREE

RESEARCH METHODOLOGY

A1 Area of Study

The study was conducted in Ondo State, Nigeria. This arca falls within the
rndorest bell of the country with vast agricultural potentials. There is subsiantial
production of free crops, produce such as cocoa and ofl palm. Cash crop and non-cash
crops are also produced. The prominent [oed crops grown in this area included yams,
cassava, and maize. While sweel potato, rice. plantain, beans and cocoyam are grown
i some locatives in commercial quantities. Onde State economy is primary agro
based with agriculivre accounting for the largest revenue base and provision of
empliyment

Climatically, the area exhibits two types of vegetation — namely forest and
derived Savanpah. This study was based on Tour main food crops grown in the area
namely vams, cassava, rice and maize. The choice of the crop is based on their
importance in the food basket and i the production pattem of small-scale farmers.

which are essentially mixed cropping,

3.1 Method of Data Collection

Buoth primary and secondary sources of data were emploved for the collection
of data for the study. The instrument used fuor the primary data collection was
standardized interview schedule. The information elicited from the respondents
mchule houschold demographics, farm characleristics agriculivral production, land
tenure, labour pattern, eredit profile, use of improved farm practices and perceplion Lo
credit. programme. The guestionnaire was administered to the households who are

imvolved in eredit utilization.
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The interview schedule was sell administered with the assistance of trained
enumerators who were diplomates of agricultural discipline. In each round,
respomilents were asked question such as the amount they borrowed for farming
activities within the season and how il was expended. A trinngulation survey was also
conducted 1o cross - check facts by obtaining information from key informants such
as prominenl Farmers, traditional leaders and oflicials of farmers societies.

In addition, data obtained from Federal OfTice of Statistics, Central Bank of
Nigeria, previous research reporls as well as other relevant publications constituted

the sources of secondary data [or the study,

X3 Sampling Procedore

A mulii-stage random sampling procedure was employved 1o select the sample.
By sunple randomization lechmigues, five local govermment areas were selected [rom
the eighteen local government areas in Onde State from which data was collected (see
Figure 2). These are Akoko Morth East, Irele, Akure North, Odigho and Ose Local
Government Area respectively. Two communitics were further selected from each
local povernment area by the use of random sampling,

The sample frame consists of enlisted farmers in various farmers association
and groups within the communities to allow for ease of questionnaire administration,
The Fist of the farmers associations was collected through laison with the Agricultural ,

|
Fxtension Agent and community heads in the study area. Numbers were assigned 1o
each Tarmer. By proportionate sampling, forty respondents were selected from each

lscal government area with the use of table of random numbers, Tn all, information

was sought from a wial of two hundred respondents who were credit users.
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34 Data Analytieal Technigue

Presenptive, inlerential and predictive statistical treatments were employed in
he analysis of data collected from the respendents,

The descriptive stalistical treatment Includes frequency distribulion, means
and line graph.  This was applied o demographic variables such as age. educational
status, lirm experience ad so on and non-demographic variables such as fanm output
and credit size. A Turther analysis of this was carried out with correlation,

While the inferential sustistical treatment such as (-tests and Flest were used 10
eviluale the level of significance ol the data in the hypotheses tesied, Regression

analysis constitute the predictive statistical 1ol for the data collected.

A5 Measorement of Variables
| he variables were measured as follows:

i} Apge - in years

(i Output — the gross value of total production for yam, maize, cassava and rice
during the 1997 cropping season in kilogramme and their value in Maira. (for
vam and cassavi, an average value per heap multiplicd by the wtal number of
heaps while an average value per bag unshelled maize cob and imdehusked I
rice were used respectively.

i) Land — the total farm size under cultivation in hectares and Heaps were
comverled (o hectares wsing. Ewuola (1985) standard of 3(MK) Heaps = | acre
andd 7400 heaps = 1 hectare,

(iv)  Labour — the number of mandays employed on the enterprises. Adult male
equivalent was used for women and children labour {(Women [labour and

children labour aceount for two-third and one third mandays respectively,
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iv]  COperating expenses - the value in Naira (M) of fertilizer, seed. pesticides. farm
tools and tractor hire services.

(vi)  Extension visit — the number of times farmers were visiled.

ivii)  Credit size — the amount of lean received by the farmer in Naira (3)

iviii) Perception — a five point likert type scale was used to measure perception of

farmers 1o credit as developed by Ewuola {(1985), The question were rited

thus;

Strongly agreed . }
Apreed - 4
[Indecided - 3
Dizapreed - d
Strongly disagreed - I

In each round, respondents opinion was sought to find out their attitude 1o
credit use.  In order 10 achieve this, respondents were asked 1o rate their level of
agreement or disagreement with twenly two attitude questions asked on credil use.
This include wether  credil Is meant For ownership of non-larm assets, financing
social activities, purchase ol farm assets and so on.  The scoring on negalive
statements were reversed, thus strongly agreed became | point and agreed became 2
points in that manner. While positive statements retamed the normal scoring allotied.
Ihe points were cumulated 1o obtain individual respondents perceplion score on the
twenty-two varinhle-items.

Product moment correlation ( r ) was employed in analysing the data obtained. It was
cartied out o investigate the possibility of the existence ol a linear relationship

between credit size and larmers perception of credit use.



L6 Model Specification

The output and eredit size model were specified for the study model | - output
model. The production function approach was used 1o estimate the production
behaviour of the farmers to credil use,

The general Torm of the function is specified as follows

L = Ao B e i
Where () = total outpat

A = constant term of the regression

13; - coellicient of X; input

LI = EFFOE lerim

Ini the explicil from eqgii) becomes

Q0 = ba+bX)+HhaXa+baX;+ by Xyt hsXs PR IOTH |
where () = Ciross value of Tarm outpul
Ki ; Total farm size
X = Total Farm Labour
X3 = Farm operating expenses
My - L.oan value {credit size) received during the period
Xs = Extension Agent visit
“u ; o Lay Yy
by, b2 ..o b are coefTicients o be estimated A
1 _5." ; ® i
-
(A .
Muodel 2 - Credit size model . .}, —
i

I he credit size model was specilied as follows:

C, = aptap Xy Fmp XoptmpXptar Xyt ag Xy + as X+ a5 X + 95X



Where
= Credit size
by = Age of Hespondents
Ny 0= Famn experience
A = Extension agents visit
X 0= Adoption ol innovations ﬁ‘-x-\;hﬂ
PR Ll
Xy = Farm size k. f L '.
< =
Xp = Household sire nEN
e
X7 = Farm output i~ -
B a7 v e s dig ane coelicients W be estimaled.

The mealels were tried in linear, semi-log and double-log forms 1o find oul the
functioms that gives most plausible resull to the analysis of the data,

The a priori expectation of all the regressors with the exception of age are
positive signs, becavse all the independent variables are expected 1o positively
mfuences each of their respective dependent variables.

The reliability and adequacy ol the regression resulis was tested at various
levels. The first stage relates to the theoretical postulates about the signs of the
paramelers, The second stage involve the use of B square and F value {Koulsoyannis,

19771 s asses the reliability of the result,
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CHAPTER FOUR
FINIINGS AND INSCUSSION

This chapter presents the analysis, interpretation and discussion of findings of
the Neld data collected in line with the stated objectives. The chopter is divided into
three sections as follows:

Sechion 4.1 contains the socio economic characteristics and credit prolile of
the respondents. The socio economic characteristic include Ape, Marital status,
Household size, Social status, Fducation, farming experience, Farm size, Method of
farm acquisition, Available fann land area, foad crops grown, eredit experfence and
sorces of labour. While the credit profile and Tarm input-output data of the
respondents include Credit size. farm expenditure, fanm output, constraints to credit
use and perceplion to credil use, These are presented using frequency percentages in
Tables 4 o 20,

In section 4.2, selected secio economic charncteristics of the farmers were
correlated with credit size in order to find out the existence of lincar relationship
between cach of the variables. The variables include Age, Marital status, Education,
Todaal lamily size and credit experience. This is presented in Table 21,

Section 4.3 contains the results of the Regression analysis carried out on the
fimetional models specilied for the study. The analysis was carried oul Lo examine the
influence of selected independent variables on credit size and farm output as different
dependent variables, The results of the analysis are presented in Tables 22 and 23.

4.1  Soecio-economic characteristics of Respondents
In Migeria, socioeconomic characleristics are important in securing and using

loan. These characteristics are discussed as follows:



i Age of Respondents

Fromm the survey, the age of the respondents has a mean of 49.46 vears with a
rnge of 25 10 75 vears (Table 4). As shown m Table 4, a total of 32.0% of the
respondents were within the modnl age range of 41 10 50 years, 43.5% of the farmers
were 51 vears of age and above and can be categorized as the older farmers. The
vounger farmers of 40 vears and below constitute 24.5%.

The implication of these is that the majority of the farmers were within
their prime ages ol labor productivity and might likely wtilize the credit obtained
productively, Also they are expecied o be very active and desirous for productivity-
oriented apportunities. On the other hand, the involvement of the youth in farming
was foumd o be precariously low. When this is compared with the aging fanming
population. it calls for the need for emergence ol a new crop of dynamic and more
achive Tarmers who are equipped with proven methods of farming. In this manner, the

problem of food sherages will be averted.



Tuble 4: Agpe of Respondents

_:\_gr: {Years) Frequency Percentage Cumulative p*:rrnli L'vl#,e
=gy = & 5% 30
3 =35 2 L 8.0
3t - 40 ]| 15:5 24.5
41 — 45 X2 it i 5
- 5 L Tl 565
= 35 A [1.00 [

0 - 6l 3 5.5 LER
61 — 65 12 |10 Q.1
by — T 9 4.5 G9R.5
Above T 3 1.5 LCIRL
ol 200 HH1LO

sonrces: Field Survey,

i) Marital Statns

['he distribution of respondents according to marital status shows (hat 98.5%
of the farmers were married (Table 5). Those who are single and divorced accounted
For 1.0% and 0.3% respectively, This shows that majority of the respondents were
settled Tamily people and have family responsibility, It also suggests that they would
be desirous of opportunities that  could be applied towards increasing their income

earning capacity and improving their standard of living:



Fabie 5: Marital Status of Respondents

Marital Status Frequeney Percentage
Single 1 Lo N
Maaried 197 0g.5
Eriveorced | 0.5
ol 200 100.0

Source: Field survey.

(i) Honsehold Size

Ihe total howsehold sives of the respondents comprises of the respondents,
their wife/wives childien and their dependants. This is agreement with the view of
CHuwasanmi (1966) who stated that a householl consist of a category of people who
feedl from the =same pot. As shown in Table 6, the findings revealed that the total
househald sizes ranged from | o0 25 sith a mean of 1136 members, This meant that
the respondents maintained large member. 34.5% of the respondents had household
size of 6 o 10 people which can be categorized as the mediom- sized houscholds. The
nrger sized households of 11 persons and above were in the majority and accounted
for 37.5% of the distribution, While the small-sized households of § persons ond less
pecoited for 2B0%

The preponderance of large household size respondents can be attribuied 1o
the culivre of marmving two or more wives and inadequate use of fumily planning
method among rural people. In Alrican setting this might also imply provision of |
abundant labour Tor farm work given their willingness to apply their energies to farm
work, Children and women labor constitute signilicant source ol labor for small scale

farmung in Migeria,



Talsle 6: Houschold size of Respondents

Household size Fregquency Percentage Cumulative percentage
-5 s w0 o B
6- 10 G 4.3 623
k=15 fri 13.0 95.5
16 - 20 f 3.0 8.3
Above 20 3 1.50 1M1}

Total 200 I

Source: Fickl Survey.
vy Sociul Status

The distribution of the respondents according to social status shows that
430M% of the larmers interviewed were ordinary citizen (Table 7). 3207 werne
howsehold heads. 13.0% held chicliginey titles. 11.0% were govemment workers
while community heads were LU This implics that majority ol the respondents
(37.0%) had some form ol social responsibilities and may influence their quest for
credil 1o maintain their status guo.

The lndings also indicate thal various social classes of people in the society
benelited from varous eredit programmes lor agricullural production. 1t can thus be
deduced that farming is capital demanding which most Tarmers Lick o homes
investment opportunitics,

Tahle 7: Social Status of Respondents

Boctal Staius Fregueney Percentapge
Owrdlinary citizen R 430
Household head 2] 120
Traditional/Religion Chiel 26 13.0
Civil/Public Servant 22 [ 1.6
Oba/Community Head 2 [.0

Total 2(H} | (.0

Sonrce: Field Survey,



(v) Education

Education is an imporant [actor in the recognition and  ulilization of
imvestiment opportunities. Findings on Table 8 show that 22.5% of the respondenis
had no formal education, 9% atended adult literacy classes, 31.0% and 21.5% of the
respondents had primary and  seeondary school education (both completed and
uncompleted) respectively. While those respondents who attended tertiary institulions
which include Colleges of Eduvcation, College of Agriculure, Polviechnics and
Universities totalled 14.0%. A similar trend was reported by Oni (1999) in his survey
of small holder Firmers using credit,

The high preponderonce of respondents with formal eduecation might be
associated with the realization of the advantages ol enhanced production through
provision ol credit by more educated persons. Majority of (he farmers most probably
see farming as a means of livelibood rather than o way of life, The educated {armers
are the type of farmers that see the gains in adoption ol innovations in order 1o

improve their productivity,

Table 8: Distribution of Respondents Aceording to their highest level of
Education
FEdueational level Frequency Percentage  Cumulative pnmn*ng\eﬁ
Mo formal education 45 225 22.5 .
Adlult literaey IR 9.0 115
Incomplete Primary School 21 10.5 42.0
Complete Primary school 41 20.5 62.5
Incommplete Secondary School 26 13.0 13,5
Complete Secomdary School 21 10.5 R0
Tertary School 28 4.0 LGIRL
Taual 204} [ {3300

Source: Field survey.




(vit  Farming Expericnce

The lTarming experience ol a farmer can be a uselul guide in the use of inputs
and in taking farm management decisions. Table 9 shows the distribution of
respondents according o years of farming experience. Data obtained from the survey
shivws that the average farm experience of the fanmers was 20014 years with & range of
3 1o 50 vears, Farmers who had less than 11 years of experience were 24.5%. The
majority of the respondents {a total of 60.5%) had between |1 and 30 years of
experience, While 15.0% of the respondents had between 31 and 50 vears of |
experience. This means that the farmers were well experienced in farming business

This linding imply that the farmers might be able 1o make right decisions on
the use ol productive inputs adequately. Alse the Frmers resort 1o credit use might be
attributed 1o long-time recognition of it as » means of farm expansion W mect (amily

abligations.

Table 9: Farm Experience of Respondents

) E.*q:—erienr;.-f}'eﬁm Frequency Percentnge  Cumulative perﬂn_tnge_

=3 I3 15 T3
6 — 10 L8 1 7.0 24.5
11 =15 43 Z1.5 4.0
16 =20 28 [4.00 (.0
21 =25 26 13,0 (ER!
26 =30 24 2.0 5.0
31 -35 13 6.5 91.5
36— 40 11 535 97.4
4] - 45 4 i3 wg.5
46 — 50) 3 1.5 100.0
Total 201 KL

Sowrce: Field survey.



(vil)  Farm Size

Another important general characteristics in Grm socio-economic sludies s
farm siee.

Table 10 shows that the respendents’ farm size varied from 0.00ha to 25ha.
Most of the farmers {317.5%) had 0.5 ha or less of farmland. Farm sizes of 0.51 - 1.0
and 1.0 — | 5ha accounted Tor 31.0% and 23.5% respectively. A total of B.5% of the
larmers had between .51 and 2.5ha of farmland, The mean farm size of the
respondents was 0.86ha with a standard deviation of 0648, The distribution shows
that there were low [arm size cullivated by the farmers in tenms of actual areas
cropped. This might be attributed to the constraint posed by limited available capital
within the reach of Tarmers that can be used for Tarm production purpose.

The findings from the study is also in agreement with Okorji (1999) whe

found that Guwmers coltivaied small Gorm size with-a mean of (.88ha.

Tabde 1k Farm Sire of Respondents

Farm size (hectare)  Frequeney  Perceniage Cumulative pereentage
=05 74 370 iT0

(.51 - L.oo 2 L 8.0

Lol - 150 47 231.5 9135

151 =200 9 4.5 6.0

200 =250 ] .10 [ e, 0

Total i 0.0 o

= —— —_—

Sowrce : Field survey,
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(viit)  Method of Acquisition of Farmlbamd

The prevalent method of farmland acguisition in the study area was by
inheritance (61.0%). See Table 11. This was followed by Gift and Leasehold (o
farmers which agoounted for 15.0% cach, The respondents who acguired their
Farmdand through purchase were only 4.5%. There were also larmers who oblained
their rmbands rom a combination of two sources. These were also few.,

Fhe implication ol owpership of Tand by inheritance is that land obtined may
nol economically sulTicient o meet the family needs of the farmers. In addition since
such lamd belongs 1o the Tamily or community, there may be litthe or no 'ItIIpElus for
high level imvestment on such lands.

However tarmers who operates on such lands are less risk-prone to commumal

feuds and clashes which could have otherwise mar production targets.

Tahle 11: Acquisilion of Farmland by Respondents

Method of Acquisition Frequency Percentage
Inheritance o ela

Purchase 9 i.5

Ciifl k1] 15.0
Leasehokd 3 15.0
Communal 3 1.5

Inbieritance & Leasehold i 1.5

Inheritance & Purchase p. 1.0
Porchase & | easchold I 0.3

o T 100,10 '

Source: Field Survey,



{ix)  Available Land Area

Size of available farmland is a determining factor for expansion with eredit
wvailability, The survey shows that size of available farm land ranged from 0.4 10
15ha with a mean size of 2.0%a. (Table 12). Farmers with available land area of
Liha or less were in the majority (75.0%). Respondents with 1.1 — 5.0ha were
120.0%), while Tarmers having larger Jand sizes ol 5.1ha and above were only 5.0%.
When compared with the aetual area cropped the implication of this is that farmers
have spare land Tor expansion purpese on which erops coubd be rolated 1o maintain
the soal fertility status of the land. |

Phis suggest that farmiband supply is vel nol 2 major constraint (o increased
production in the study area, Thus it agrees with the view of Okoerji { 1999) that
farmiers land holding may be large but the proportion culiivated in a particular season
may be relatively small. This situation is olien aggravated by the fact that the small
holder farmers do not obtain the required credit Tacilities Tor increased agricultural

production, (Osuntogun and Olodimu (1982)

Table 12: Available Land Area of Respondents

“Available land {hectare) Freguency Percentage Cumulative ptrmllnp,n_
= 1.0 150 T5.0 750

L1 =50 40 20.0 5.0

S1=1040 f 3.0 98.0

.01 - 150 4 2.0 LIRS
Totl 200 100.1)

Suvwrce ; Field survey,



(x1)  Food Crops grown by Respondents

The linding reveads that Farmers in the study area cultivates a variety of food
erops. As would be expecied the resulis in Table 13 shows that the most  widely
prown foddd crops included Yam (100.0%%), cassava (95.0%) and Maize (70.0%). In
lerms of ranking, this was followed by vegetables, plantain/banana and cocoyam.
While the least cultivited food crops include rice (8%6), sweel potatoes (4.0%) and
beans (3.006).

Oral interview with the farmers also reveals that the decision 1o cultivate the
crops 15 inlTuence by admixiure of purposes such as houschold food consumption,
income and traditional ceremonies, Yams lor mstance is an age long traditional crop
used for social ceremonies,

The findings suggest that faemers are also desirous of credit 1o produce food
toe their persomal family consumption. The cultivation of o variety of Tood crops could

also in itsell be an insurance against farm risks and uncerlsintics.

Table 1.3: Ranking of fod crops grown by the Respondents

Fouil crops Frequency Percentape Rank

Muize 140 70.0 3

Cassava | 4 930 yud

Yam 20 001} & _I"Luw "
Rice ¢ 8.0 ol

Cocoyam 76 380 & 4=

Beans f 3.0 g 4 '
PlaintainBanana o) 15.0 5th

Vegetables 03 47.0 4™

Sweel potaloes b 40 gl

source: Field Survey.,



(xiy  Credin Size

The magnitude of credit granted to farmers enhance their Onancial position 1o
apply their physical and mental abilities o production.

Fable 14 shows that farmers utilized varicd amounts of loan during the
199972000 planting  season. Findings  revenled thot majority of the respondents
{39.0%%) received loans of between RSO0 ond B0 000 cnch. The Tarmer whio
received higher loan size of MIS000.00 and above totaled 23.5% while those who
received the least loan (3,000 or less) were 9.5%. The duta obtained shows that
tarmers had limited access (o substantial loan size.

From the oral imerview with farmers, it was gathered that fear of risk involved
in production affects the borrowing decisions of the farmers 1o request for huge
puarantor more than personal amounts of loan. Besides they cloimed not 1o have the
collaterals required for hoge loan, The loans are mostly unsecured with tangible
properties, Generally these Kind of small loans are more favoured by former sources

because of the fear of how losn recovery rates among simall scale farmers,

Tuble 14: Siee of eredit of Respondents

Amount (N) .i".l'vl..':l'.l_l.lulla © Percentage  Cumulative percentage
<so00 w85 95
SHI — HHHH) T8 340 48,5

T — 130D 52 260 4.5

I3~ 2UHHH Rl 9.5 LR RL

ZUHMOT — Z30hM 3 23 W5

25001 — 30000 5 2.5 90,0

JOO01 — 35000 2 1.4 | b i

Total 200 104100

Source: Field Survey,



(xity  Credit Experience

Fhe experience of wsing credil may affect borrowers ability i the produoctive
use of credit facility and hence repayment ability, The data revealed thot credin
experience of the farmers range from | 1o 22 vears with o mean of 6.86 yedrs Table 13
shows that 43.3% of the respondents had between 5.0 and 999 years of credit
expericnee 31%% of them had less than 5.0 years ol experience, while the more
experienced credit uses whi had 10 years and above constitued 235 5%,

Generally the formers can be said 10 be of fairly reasonable length of
expericnce in credit wilization. The implication of the findings is that the {armers
have been benefiting from loans for long and are likely 10 use the credit obtained

Judiciously,

Tabhle 15: Credit Experience of Respondents

Experience (in vea rsi- . ]:"rﬂ|1.lﬂlit'j' PPercentage Cumulative percentage
Less than 5.0 62 10 30

50— 0,69 57 134 1.8

1.0 — 14,99 3 | 8.0 925

154 = 19949 I 5.3 QR

200 and sbove 4 2.0 L

Total 200 1030

Source: Field Survey.

(xiiiy  Sowrces of Labour

Availability of Labour is a very important factor as a determinant of the output
ol small-scale farmers. Table 16 shows thut formers used various (vpes of labor singly
and in combinations wo, Family labor and Hired Labor constitute the major sourees

ol labor used by 46.5% of the respondents. This constitute the modal class amaong
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[orm credit wsers in the stody aren. This was followed by Sell’ and Hired Labor
(29.5%). Farmers who vsed sell-labour only were least (| .0%). The use of rotational
labwsr was not important i the stady area. farmers who used hired labor stated that
they are mostly engaged during peak sepsonal demand periods of activities such as
bush cleaning and weeding.

The findings of the study imply that the fanners rely on combinations of
various sources of labor. This should act as a puarantee agminst fotal failore where o

parrticulbar source is insuflicient.

Table 16: Source of Farm Labor by Respondents

Sources Frequency Comulative percentage
“Sell labor 2 e =

Family labor 4 2.0

Hired labor |7 8.5

Rotational labor i 0

Yearly fabor il 2.0

Sell & lamily 21 1.5

Sell & Hired labor R 29.5

Family and Hired labsor 93 46.5
ol (M) 100.0 N

Souree: Field Survey,

(xiv)  Farm Cutpat
The farmers level of output considerably shows the results of application of
Fumels te the enterprise. As shown in Table 17, the G oulput ranged from S8, 400,00

Lo NT7E L0 with & mean ol N6T. 340,50, 39% of the respondents had farm output of
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NAO, (ML or less. The richer farmers whose farm eamings were above 350, 000,00
were i the majority and constituted 6 | %,

The mean Farm oulput of M67.340.50 is comparatively higher than the mean
eapenditure of W17 704,50 (5ee Table 18). This indicate that farmers have used their

finances judiciously . Also the income derived might improve their level of living,

Table 17: Farm Output

Ran pe (™) [-‘r-:||n:n::.1. l'ur{:cnlu_g: Cumulative percentage
< 1000 2 10 1 o

LMNIE — 20000 u 4.5 5.5

2(MHH — FOMMM} 13 0.5 | 2.4}

UMMM — Ui & 3.5 250

UMM — SO000 27 13,5 kLAY

MO0 — GO0 kL | .1 380

aon0 1 — 70000 28 EXY 240

Above 70000 S 280 10414

Source: Field Survey,

(xv)  Total Expenditure

The data contained in Table I8 shows that the total expenditure of the farmers
ranged from M200000.00 o M43, 00000 with a mean of M1 7. 7480, The majority of
the respondents (42.0%) incurred expenses of between M 10001 and M2000 Those of
them who meurred higher expenses of N20001 and above were 36.5%. Wihile 31.5%

ol the respondents spent B 1O and less.



When compared with Table 14, the expenditure patlern of the farmers imply
that they spent more than the credit oblained, This suggest that owned sources of

linance might hove been utilized in addition (o borrowed sources.

Table 18: Total Expenditure

Range (M) Fregquency Percentape Cumulative ﬁrﬁenmgr
=1 G000 43 s B ET

THMIL — 24HHH) LR 42.4) 635

2000~ 3N 57 28.5 9.0

MM — SHHH) 15 LS 99.5

Above 40000 1 (.5 00,0
Total 200 R

Source : Ifin.'lu-j-ﬁh-r'{-:y.

(xv)  Constraints to Credit Use

As shown in Table 19 the loemers have various consteaingg in o credit
acyuisition and wiilization. The majority of the respondents (78.0%) complained ol
inadequate loan to [nance their farm enterprise. This was followed by untimely
dishbursement (47.5%). While bureaucratic processing of loan and high inlcrest rate
accounted for 34.53% aind 27.5% respectively, The inability of the farmers to provide
collaleral accounted for the feast (22 5%,

This finding imply thal small-scale Farmers have Bmited access o eredit due 1o
the dilliculties expericnced by them in procuring loan. This siluation may  pose

limitmtions 1o them in increasing their productivity and efliciency.



Table 19 Constraints to Creedit Use

Constraints Absulute rrEmu:n:y J Relafive ir_uqucntj'
Higli mierest rae 88 275
Bureaucracy H9 345
Collmteral mability 5 2.5
linaleipiate fon 156 TH0
Untimely dishursement 95 47,5

Source: Field Survey.

(avii) Perception to Credit Use

The study measured the perception status ol the food crop lonmers with a view
o finding its relationship with credit wtilization, Data contnined in Table 20 shows
that isajority ol the respondents (63.0%) had a high perceplion score of B6.0 1w 111,
35.5% ol them had average perception score of 66 to 85, while only 1.5% had a low
perception score of 47 to 65, 1t was found out that respondents minimum score was
470 and maximum score was 1A with 11O as the total score altainable,

Adso, the mean respondents score of 86,5 was higher than the expected mean
of 664, This indicates that the respondents had a good perception Lo credit, Hence
they are likely to wilize loans granied them judiciously,

For curiosity sake, pearson correlation was used o find out the relatienship

between eredit size and Farmer perceplion score of credit. The r value of 0,394,



A

Talsbe 21 Respondent Distribution of their perception score of ervedit
_C;I-l.rnTry o Score Ii'rr:|nrnr!.' N Percentage -
lew  47-65 3 1.5 -
Avernge 0 — 85 71 155
High BG - 110 26 630
Total 204) 1.0

was obtained which is positive snd signilicant at 0,01 level { 1%). This means that the

higher the farmers perception the better their disposition credit size utilized.

4.2 Association of Credit size with Trmers” socio-cconomic characteristics,
Table 21 shows the correlation matrix of credit size with selected [anmers

socio-ceonomic chamktenstics,



Tab'~2]: Corvelation Matrix of credit size with selected farmers’ socio-

eeononnes claracteristics

e — e

Yi Vi Vi Vs Va Vi Vi
v, 100 o
Vi 0,19 .00
V) (.3 (.04 11K} i
Wy .17 (1. 10% T 1.4}
Va (.50%+ 0.12 (110 .21 | .00
vy 027% 004 .04 038 032 100
vy o 0.55% 0.08 000 04T 04T 006 1D

= signilicant at 0,001 fevel

* = significant at 0.01 level

where

Vi = Age

Vi = Marital Status

Va = Social Status

Vg = Education

Wy - Total family size
Yig = Credit expericnce

Vy = Size ol credil



Age:  Farmer™s age in corvelation with size ol available credit gives a value of ¢ =
.27 which is positive and significant af the 0,00 level (0.1%). This means that
there 15 a positive correlation between age and credit size. It means 1t the
higher the age, the more the available credit size. The older Trmers are likely
o utifiee credit opportunities  judiciously as they would not want to be
embarrassed by their creditors,

Marital Statns: Fhe masiial status of the farmers in correlation with size of
available credit size pives a value of v = 0,04 which s not significant, 11 means
that marital stados does not influence credit size.

Social Statns: The social siatus of the farmers in correlation with size of available
eredit gives a value of r= 0.04 which is not significant. [t means that creda
sive is not influenced by the farmers social status.

Education: Educational attinment of respondents in corelation with size of
available credit glves a value of r = 038 which is positive and signilicant at
LA level (O.01%). This means that there is a strong positive correlation
between education and credit size. It means that the more educated firmers
had more eredil size

Total family size: Farmers total famly size in correlation with size ol available credii
stze gives o ovalue o ¢~ 032 which is positive and significant at 001 level
(%), This means that there is & strong positive correlation between tolal
fomily size and size of available credit. U means that the higher the fwmily
size, the more the available credit size. The respondents with o higher family
size are likely o acquire more credit lor expangion of the Tarm o feed the
family members.

Credit experience: Credit experience in comelation with size ol available credil gives
a vilue of r = .16 which is not signilicant. It means thal the years ol
experience in the use of credit does nol have influence on the available credit

slee,



4.3 Regression Analysis

[ he result of the regression analyvsis for the postulated credit size function s
presented in Table 22, Based on the correet signing of the explanatory variables,
significance of regression co-elicients the value of B and Least Standard Error, the
Cobb Douglas Tunchional form was selecied as the best it for the model, From Table
22, 1 could be deduced that the explanatory power of  71% ol the variations in the
eredil siee used by the Tood crop farmers is explained by the regression. Thus the
regression has a good it implying that the most explanatory variables are included n
the model, Also, the T value of 68638 was significant at 95% level of conlidence.
Thus it indicate o strong influence of the selected seven variables on the credit size
utilized.

In order 1o determine the significance ol the independent variables on the
credit size obtained 1 value were computed from the corresponding  regression
coefficient and standard error. The findings from this are discussed separately For

vich variable.



Palale 224

ned

Estimated egression coefficients for credit size funclion

YVirinlle

Mulliphe R

k]

|t

R

SE

Parmmeter estimale

Comstont

Farm size

Variable mame (Regression Standard error T value
cocilicient ) (] D
7.311 i -
Ape ol Respondents =004 0130 0.723
Farm experience 0178 (041 4341
Extension Agenl Visit 0.379 0087 4.356*
Adoption of inmovation 0,192 0076 250"
hin2 00246 6.231*
Household size 0,044 R |.567
0. 16k RITE R 3907

IFarm RITTTALT]S
0845
= 0.715
= 0,704

= 034

= OR.63g*

- Signilicant ot 5% level

Age (X(): The coelticient of age is not statistically signilicam implying that age s not

an important explanatory variable that influence variations in credit size. Also il was

means that as the age ol larmers increase. the less the credit size. The implies that



farmers reliance on credit diminishes with age increases. This is not unespected as the

fear of risk aking sbounds with the older people.

Farm experience (Xz): The coclficient of farm experience is statistically signilicam
and positively related o credit size thus consistent and positively related with the
i privet expectation. This implies that as the Fanmers acquire more years ol experience
the larger the credit size wiilized. This is because there is a tendency T him 10 be
more elficient in the use of Tarm management technigues aml thus generating more

Icoime.

Aduoption of innovation (X4 )2 The positive sign of X, mdicate that as the larmer
adopls more innovations, the size ol credit wtilized mcreases. An increase i the
number ol modern farm mputs used increases total farm cost. Hence more loans had
o b sought to meet production needs. The same analogy goes for Extension Agents
Visit (X3) The regular the contact with the exiension agency, the more the credit sire
ulilized. This is because lTarmers who are in contacl with extension agency are likely
o be more informed on where and how to oban credit. Also. their managerial ability

ol their larms ore likely o be better than if not exposed 1o such.

Farm sire (Xe): The coefficient of farm size is also significant and positively relted
wocredit size. This implies that farm size s an important variable explaining
variations in the credil size oblained. lis direct relationship with the amount of credit
utilized implies that the guaniity of loans used is inlluenced by any change in farm

size. The implication is that as the farmer increased their Tarm size and thus spending

fnoee o e eredil used mcreased in Siee,

Household size (X b The positive sizgn ol househald size suggests that as il increases,

the larger the credit size. Although i is not signilicant with credit it means that with a



=LF

large number of dependants, all this being equal the marginal propensity 1o consuime

inereases as more unproductive mouths would have to be fed.

Farm oulpai (X7): The Tarm outpul coelTicient of the available credit size was a
significant variable, Its direct relationship with the volume of eredit utilized implied
that Tarmers wtilization ol loan increase as their fanm output increases, This is because
the Farmers do ot lave enough owned income Tor farm operations thus necessitading
Forrowed fund to cover operating expenses.,

Ihe second regression model fitted is an owtput function designed 1o examine
the variable which influence the variation in total farm outpat of the respondents, The
resulis of the hypothesized model is presented in Table 23, Out of all the functional
form tried, the Cobb-Douglas form was chosen as the lead eguation for Turther
analysis and interpretation, From Table 23, ot could be deduced that 44% ol the
arishility i farm output could be explained by the explanatory varishles included in

the marlel. The explanation of each ol the variable is as follows:

Farm size (Xg): The farm size coelTicient of the outpul function was a negalive
variable and insignificant, The negative value shows an inverse relationship with
outpul, Although, all things being egual, the larger the farm size, the more the farm
output, The imploation of the findings is that an increase in farm oulpul does not
necessarily result from increased larm size. Hence, it is not unlikely that increased
outpul is ohnined Trom leased land holdings and shared tenancy. Also with exposure

and use ol innovations, which necessitate increased expenses, lesser tarm size might

=

be cropped, _
= -
) Y
: |
= > ;
_—

1!.



Farm Labor (X3h: The coeflicient of farm labor is o significant positive vanable and
hence consistent with a.prion expectations, 10 implies that as more (und is expended
on laberir 5o does it increase the farm outpal. This is usually case with lobor mtensive

prajects which 15 a charncteristic of small-scale farms.,

Operating expenses {X;): Operating expenses has a positive coellicient with the
vulput function, Also it is a significant variable which means that it contributes
signilicantly o the variation in farm outpul. Thus, as the operaling expenses

increased, the more the outpul.

Credit size (Xa): The coelTicient of credit size was a significant variable. lts positive
value indicates that the more the credit size the more the farm output. This means that
credit gives room [or inereased wse of inputs and modern innevations thus resuliing in
increased Tarm output. This is in agreement with the fndings of Ewuola (1996) who

o owet that Tarmers met income inencased with credil wse.

Extension Visit (Xz): The positive sign of extension visil coeffickent indicates tha
contact with the extension agency increases farm output. This might be expected
because their chances of wtilizing better management practices on their farms

increases with more contact with the extension agents,



Table 23

Estimated Regression coefficients for farm output funclion

Parameter
Variable codde  Variable nome {Regression Standand T value
coetficient) error {5K)
A Constant 181666 ——
X1 Farm size =249 701 24374 =] 0
Xa Farm labour 0.772 0.23 3404
X3 Operating expenses  (L831 1% &4, 187
Xy Credil size [.0h33 022 4.806*
o Extension visil GI121.887 323628 0.770
Multiple R = 13,601
R 0.437
R® = 0422
Standord error = 154R8.22
F = RIEREE
' Significant a1 5% level



CHAPTER FIVE
CONCLUSION, RECOMMENDATIONS AND SUMMARY
8.1 Conclusion

This research found out that an understanding of Tarmers” socioeconomie
characteristics that nfluences credit utilization and how it interacts and serves farm
households can belp in better management of credit programmes targeted at the poor

In particular, it was Tound out that some larivers' socioeconomic variasbles
poasitively inlluence Tarm credit utilization. OF the selected independent variables;
Age, Edueation, Farm experience, Farm size and Household size were found 1o be
significant. Thus they have strong infuence on farmers™ ability to atilize higher
amouns of eredit.

I addition o this, other Tarm characteristics such as adoption of innovations
and Extension Agents visit positively influence Girmers quest for loan. This is becanse
farmers oflen require extra capital to harness opporiunities provided by Exlension
Agents in pcguisition of improved methods of Barnsing . Also, farmers™ managerial
abilities 1w utilize credit productively ratker than for consumption purposes 1s
cihanced when they are properly educated on how such Fund facility are better
matiaged.

I'he loan users were mostly matured people from different social classes and
had e s b0 forms of Tormal education. This probably made them o realize the
advantages of using eredit. This include amoeng other things econenic empowerment
for adoption of innovations, scquisition of needed Tarm equipment and cultivation of
larger tracts of land. The Tarmers adopted more mnovations as a result of the foan they

ilsliined.



he mvolvement of vouth in farming was precariously low and thus
replacement of the aging {arm population by the younger ones to avert food shortages
imight be a problem,

Finally, the amount of loan provided was found to be small amoonts that are
unsecured. The loan was secured by pn.:'rsnnal puarantees. This amount of credil
provided was insuflicient to meet Barmers prodoction needs, The farmers restricled
themselves o small loans because of their inability to provide collaterals for huge
loans. This shows that formers who reqoest for small loans are likely fevoured by

G credins benders,

5.2 Recommendations

Rased on the findings of this study. it is recommended that:

(1) Loan administrators should consider the provision ol adeguate amount of
loan 1o Farmers o facilitate technological improvement among them.

i) Fimely disbursement ol credit by loan agencies will enhance profitable use
ol loans, This is against the notable feature of loan misuse and diversion
dise 1o untimely disbursement of loan o lanmers.

iy Fanmers should be provided with education on loan utilization in order o
improve accessibility and profitability of credit use. Education will also
play important roles in loan recovery performance of farmers.  This will
discourage loan misuse by them,

(iv)  Farmers need be encouraged to join saving and credit sell help groups to
facililate casier access to credit. A constraint of lund has been the problem
posed by some formal sources as a deterrent 1o Now ol funds to
pgricullursl sector,

iv) Maore research should be conducted in the area of micro-credit schemes us

a paverty alleviation measure Lo farmers,



5.3

Summuary

The main ohjective of this sty s 10 investigate the elTect of credit size on

farmers” production. The ocult obtained from the study could be summarized as

Fl by s

1)

(i}

(i

fiv)

(v}

(v1)

(vl

The mean credit sive received by respondents was N13295.50. While their
wvernge farm expenditure was N7, 70450, This mdicate that the amount of
credit ulilized by the farmers is insdeguite 1o meet their needs. This size ol
credit ol respondents ranged from the smallest amount of MN2,50ML00 1o
MEIO00.0,  This was cormoborated by the [act that T8.0% of the respondents
complained of inadeguate loan as a constraint in their farm operations.

The loan wsers are from all social classes of the sociely and have fairly
rescasonable length of experience (= = 6,86 years) m credil utilization.

Phe mean farm output of NG67. 34050 of the farmers was comparatively
higher than the mean expenditure of N17, 70450, A wial of 94.5% of the
{armers had farm eamings of above N20000.040. Thus indicating tha farmers
Judiciously utifized their finances.

A tolal of 56.5% ol the respondents were below 51 vears ol age. which
indicates that they were in their active ages.

The respondents were mostly (51,5%) large sized households although with
Fairly low-level of Fmmal education, While the mean farm size was (.86
heclare.

The perception status of the food crop farmers to credit wlilization shows that
magority (63.0%) had a high perception score which was significant (' = 0.01)
and positively related with credit size {r = 0,394},

(Chit ol the selected socioeconomic characteristics: (armers” age, eduention,

and total family size were significant and positively related o credit size.



gt g o

(vili} Regression analysis revealed that farm expericnce, exlension agents visil,

[ix)

adoption of innovations farm size and Tarm oulpul were found to be important
factors that infuenced variations in credit size utilized, Also credit size. farm
labor and operating expenses significantly influenced fam outpul.

The major consteaints of farmers o credit acquisition amd utilization were
untimely loan dishursement, inadequate loan, inability 1o provide collateral,

high interest rate and bureaucratic processing of losan,
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APPENDIX

FEDERAL UNIVERSITY OF TECHNOLOGY, AKURE

DEPARTMENT OF AGRICULTURAL ECONOMICS AND EXTENSION

RESEARCH TOPIC: EFFECT OF CREIMT ON FOOD CROP PRODUCTION

AMONG SMALL SCALE FARMERS IN ONIM) STATE

INTERVIEW SCHEDULE

Mis research guestionnaire is for academic purpose, Your response would be treated

confidentinlly.

(A)

{5

(1

DEMOGRAPHY CHARACTERISTICS:

Local Government Area;-- Town'Village:---—eememm e
Age ol Respondents:--- - ¥ ikl o=
Ciender: i Male ( ) (1) Female ()

Marital Status: (i) Single ¢ ) () Married [ )

iy Divorced () (iv)  Window () (W) Separated ()

What position do vou occupy in the community?

{i} Ordinary citizen () (i) Houschold head ()

(i) Tradiional Relhigions chiel () div) Civil servant/Tublic
servant 1 (vl Utba/Community Hemwd ()

What is yvour highest level of educational attiunnent’

Unrdinary citizen {0 i Adul literacy education{ )

(i) Incomplete primary school ¢ ) (v} Complete primary schiool ()

(v) Incomplete secondary school () (vi) Complete secondary

school { ) (vin)  Ohhers specifyieessemee— =




{6}

(7Th

(8

L

(10

(1)

What is the size of vour Gmily?

Mo ol wives:-

Mo ol children: Other dependants: —rresvermee
Total Family sizeieeesee- i

Ciive your occupation !

I'rimary occupation:

Secondary ocoupation(s) “ee-

(i) Whit is the estimated size of your farm i 1999 —emserememe——-hi.
(b} Total land area yYou have access 1oi=ss-e-ce--- ha.

How many years have you been inlo Farmingi-essssmmm s ssarereee YEALS

Which of the following food crops do vou grow”!

Mor food Crops Minor Food Crops

Waire | J Cocoyam il ]

Cissava i I Beans i |

Y oam i ) Plantoin/Banana i }

Rice i [ Yepetables and Fruits ( )
Sweetl Potaloes { !

Rank the lollowing crops in descending order ol importance o vour aceording

to thie basis stated thus: No | being the most importanl.

Crop Consumption  Cash [ncome Social Ease f

Ceremony Cultivation

Maize

Cassava

Yoam

Rice

LooCoyam

Beans

Plantain Tanana

Vegpetables and Fruits

Sweet

Postato




112y How did you acguire your farmbind?
i Inbheritamee (¥ (i)  Purchase () (i Gin { )
tiv)  Leasehold { ) (v Commuamal () (vi) V&G ()
ivii) | & v () (viliy §ix& v

(13} How do you normally obtain labor for farm work?
] Self-labor I 11 Family labor f

(i) Hired labor (3 {iv)  Rotatory labor A

(il CMler :.ipl:c][':,';.-...“"...... e

(B)  CREMT UTTLIZATION:

(14 What proportion of your farm linance sources is from the following sources;

rs

Sources Proportion (%

Tﬁmmm'ldﬁm-ings

(i) Gl form friends and relations

(iiy  Loan from individuals and money lenders
(ev)  Loan from Commercial Banks

{v}  Loan from Nigeria Agric, And Co-op Bank
{viy  Loan from Co-operative Socictles

tvit) Other Sources (Specily)

(15 How much value of loan did vou request for and how much did you receive in
|

the previous two years?

Year -"-"L.I11{H1Iﬁ"l|llﬁlu] Amwstint .‘.i|3||'ﬂr{-:'|.'l|:-l.|: M) Amount Received

B (M)

1999

20




{ iG]

(7]

(18)

()

[ 15y

[ 211

i

il Which month of the year dic you request for the last lonn e eees
i) Which month of the vear were vour grmmted e e
How long have vou been using credif?: Y enrs

Which out of the following emergencies did vou use the balance of your loan

o)

(e Purchases of Vehicle { ]

(i) Payving children’s school fees [ ]

{iti)  Om my house building i I

{iv)  Liguidating previous debis i ¥

(v} Marrying muore wives i )

(vi)  Bocind Ceremomes i )

Ivit)  Chieftancy ceremony { }

ivitl)  (hers (Specilyi-—-- e

EFFECT OF CREDIT ON PRODUCTION LEVELS:
How much did vou spend on the following in 199 season (in M)

il Hiring labor e e e e

il Buying seed or planting materials: “eee

ity Acquiring additional wols and equipment: e -

tivl  Buving fertilizers---- i R R S R
{v)  Buying other agro-chemical (insecticide, herbicides)i-me-memeaeeeee

(vidy  Hiring tructors: -

I vou were 1o hire one pere of land in vour locality, how much would it cost

Vol T “eee



i21)  Foreach of the following enterprizes, how much did vou spend?

(4 Maize Production a
(i Cassava Production "
(i) Yam Production E
vy Rice Production P
ivi  Cocovam Production G|
(v1]  Beans Production P
vii}  Plantain/Banana M
iviil)  Vegetables and Fruits N
(22) () Has your farm increased in size Yes | ) No( }

(b} IT ves, what has contributed to increase in size of your farmland over

the vears
i Ease of availability of land i [
(i) Availability of loandcredit i !
i) Ease of oblaining labor i §
tiv)  Increase in Gunily fiving expenses | )
(v) Meed 10 increase ncome i j
ivi)  Availability of farm inputs | [

{23} Which of the following practices do you use
i Improved seed and other planting materials
(i} Farmers' recommended-spacing/optimum plant population
i1y Application of fertilizers
(v Seed dressing chemicals
(v} Herbicide'weed Killers
(vl Use ol ractors lor land preparation

ivii)  Stored produce chemicals.



(247 What was vour farin ot i the 1999 season  Quantity  Unil Price Revenue

(i) Maize on cob (hags)
(i) Yam tuhers (Mo and size)

it Cassava (hags of garrifubers)

fivi Rice Padidy (hags) Total

(£} FARMERS PERCEPFTION OF CREDIT PROGRAMNME:

(251 This stndy aims at finding your opmion 1o credil use as a food crop farmer.

Fo what extent do vou awree with the following. Kindly indicate vour level of
agreement/disagreement with each of the reasans stated below by circling

letter comespoending 1o your level of agrecment SA = Strongly Agreed; A =

agreed; U = Undecided: ) = Disagreed. S = Strongly Disagreed.

1

|
k. §

Reasouns

Fow give peepde the appoitusine of geting loon toostan oF expand their trade o5 exceute

Ui Bmsiness plans:
Taa mieet farmers” credil peeds and ree them o U Biarden ol iloomal coeditors:——
Py ekl frmers spend pard of governmenst momey (their share of the mationp] eoke-—--
Fin g Josim do Gaiinters b el shemy oy osese S bsels and ecpupmend e wse o

Hecrr Gorins:

Fis el fwrmeers baskd or complete or repair their hooses:

Tin amsial Farmer |'_||_1:.- ITHCHA AT 1'|.'i1i|:.'||_'5:'|,:}'|,:i|_":' .....

o bl Gerroers ATy e T

Fos Bl Germer cultivaee Digger frms:

P cninbfe firmers gel lomm o operde their lamms, obiain betier vields and improve

T T T e CLEE EEEE LR .

A g o provide emplesiment ot peoplesese

i Belp Tarmaers et money 1o pas thelr childien” 2'Ward school fees——————

Fap bl Farmmers focivass (hed TRm asf il e css s s -

mb Anodnemie ieogive meney b oguiemoenl sipgorlers. penty agents or anfleential

|1|_'||||||_'

=4

=

T

Level of pgrecnem

.F_

s



L

Fis Wl furmirs mereuse theirnet ingonse frevenied Trom e Forn thiough ksan ases--- a0 A I B ED
Tav help firmers pel pnaney b spesd disrng veiblve Febbals and cereimonbess -
Ton mankiee obheia e costly omd in-agvessahle e immits secossible 0 mmers; e

o enalde rmaers loed themieboes and thedr Smiliess

Fov help formers adepl improyed G teelusslogs (Practices )
P nssist larmices lake cane of ther sick fumily mensbers or relpiioes or Inembsses e

Fus ke miore food available Toe all gy ent

For enabile fariners pay their previous delas:

b givee pespile Dinasial pssimimee as lnmg oz they enn repo:

(F]  PRODUCTION MOTIVES AND CONSTRAINTS:
(260 Why do you grow the varions crops mentioned

il Por Family consumption

(i} To generate income

(i) Government encouragement

il Lack of employment

(27 What are your constraints to credit use?

il Interest rate 15 very high { |
(i Too much bureaucracy in obtaining loan { [
iy Cost of obtaining loan is two much | ]
tiv]  lnability to provide collateral or guarantor ( ]
(v Loan is inadequate i i

ivil)  Lack of timely disbursement of loans

(vii}  Other specily eemesseeeas . N—

(281 What suggestions do you have Tor improvement of credit delivery o Farmers?



