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Abstract

In modern farming business in Nigeria, provision of agricultural credit is not enough but
efficient use of such credit has become an important factor to increase productivity.
Meanwhile, the absence of rural banks or their unwillingness to meet credit needs of rural
farmers largely account for the wide influence of informal lending institutions on
agricultural production in the rural areas. As a result, this research will examine the loan
acquisition and repayment performance among small scale farmers. This study was carried
out in Yewa-North Local Government Area of Ogun State to identify the various ways
available to the respondents to acquire the loan necessary, evaluate the impact of the loan
on the farmer’s productivity and determine the factors influencing their payment
performance of loan acquired. Therefore, combinations of primary and secondary data
were used for the study with the help of a multi-stage sampling technique, hence a total
sum of eighty (80) respondents were sampled for the study, whereas both descriptive and
inferential statistics were employed to analyze the data generated from the field survey. The
result revealed that small-scale farmers in the study area have access to different sources
of loan which include NACRDB, OSAMCA, Cooperatives, friends and Relatives, whereas a lot
of problems were identified to be responsible for inability of farmers to access these sources
with eventual high rate of loan default even when they actually have the opportunity.
However, there should be proper monitoring and supervision from the parties involved in
order to ensure proper use of loan collected and guide against loan default and government
should provide more avenues by which farmers can get the loan necessary with less
procedure and with little or no collateral security thereby causing the interest rate on the
existing sources to reduce.
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Credit plays a vital role in economic
transformation and rural development.
Agricultural or farm credit is a crucial
input required by the smallholder farmers
to establish and expand their farms with
the aim of increasing agricultural
production, enhancing food sufficiency,
promoting  household and national
income, and augmenting the individual
borrower’s ability to repay borrowed
funds. It enables the poor farmers to tap
the financial resources and take advantage
of the potentially profitable investment
opportunities in  their = immediate
environment (Zeller and Sharma 1998).
The need for credit facilities is
necessitated by the limitations of self-
financing, uncertainty pertaining to the
levels of output (Kohansal and Mansoori,
2009).

However, its accessibility is imperative
for improvement in the quality and
quantity of farm products, so as to increase
farmer’s income and reduce rural urban
drift (Kohansal and Mansoori, 2009). It is
believed that farm credit is an
indispensable tool for achieving socio-
economic transformation of the rural
communities. If well applied, it would
stimulate capital formation and diversified
agriculture, increase resource productivity
and size of farm operations, promote
innovations in farming, marketing
efficiency and value addition while
enhancing net farm incomes (Nwagbo et
al., 1989).

In Nigeria, the acclaimed importance
of credits in agribusiness promotion and
development, notwithstanding, their
acquisition, utilisation and repayment
have been burdened with numerous
challenges (Oboh and Ekpebu, 2011,
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holder farmers. (Awoke, 2004). In the case
of credit acquisition and utilisation, Rahji
(2000) observed that lack of adequate,
accessible and affordable credit is among
the major factors responsible for the
systematic decline in the contribution of
agriculture to the Nigerian economy. With
respect to repayment high of loan default
among borrowers remains a major
impediment.

Loan default problem has been a
tragedy as it leads to a system failure to
implement appropriate lending strategies
and credible credit policies. In addition, it
discourages the financial institutions from
refinancing the defaulting members,
which puts the defaulters once again into
vicious circle of low productivity. The
Yewa division is one amongst autonomous
zone of Ogun State. In this administrative
zone, the State Government through some
saving and credit share company, and
Non-Government Organisations have
extended credit facilities to farming
households to narrow the gap between the
required and the owned capital to use
improved agricultural technologies that

would  increase = production  and
productivity.
However, there is a serious loan

repayment problem in the area. Therefore,
this study is undertaken to analyse how
non-default and default rates were
associated with different loan
characteristics as well as personal and
socio-economic characteristics of farm
households. The absence of rural banks or
their unwillingness to meet credit need of
rural farmers largely account for the wide
influence of informal lending institutions
on agricultural production in the rural
areas. Abe (1982) reported that non-
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institutional creditors accounts for 70
percent of the total credits received by
Nigerian farming population. However,
with the present situation in Nigeria, these
sources could hardly meet the increasing
demand for credit by farmers.
Importance of Agriculture in Nation
Development

Agriculture as the main stay of
Nigeria’s economy before the advent of oil
boom and even after the outrageous
dominance of petroleum has several
important value additions to the entire
nation’s development and the provision of
food supplement is of utmost concern.

Obviously, agriculture is the only and
major source of food that man and animals
feed upon. Secondly, provision of raw
materials is also a major concern of
agriculture. Agriculture provides raw
materials such as cotton, leather, textile,
nylon, etc, that are used for cloth making
and other human wears such as shoes,
bags, belt etc. Meanwhile, provision of
employment opportunities is equally one
of the major concerns of agriculture. Over
the years, agriculture has proved to the
world that it has the capacity of employing
people, ranging from school certificate
holders to tertiary institution graduates
and including those lacking formal
education. This 1is because various
agricultural  practices  require  the
service(s) of people across almost every
works of life.
Objectives of the Study

The major objective of the study is to
examine the loan acquisition, utilisation
and repayment performance among small
scale farmers in Yewa Division, Ogun
State, Nigeria. The specific objectives are
to:
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1. describe the socio-economic
characteristics ~ of  small-holder
farmers in the study area.

ii. identify the various causes of Loan
Default among the respondents.

iii. evaluate the impact of the loan on
farmer’s productivity.

iv. determine the factors influencing the
repayment performance of the loan
acquired.

v. identify problem encountered in
acquiring loans by the farmers.

Methodology
Study Area

The study area is Yewa North Local
Government Area in Ogun State, Nigeria.
It is one of the twenty Local Governments
Area in Ogun State and of these; it has the
largest expanse of land with a size of
2,043.60 square hectares (YNLG, 2005).
The Local Government Area is bounded in
the west by Republic of Benin, in the
south by Yewa South local Government
Area and in the North by Oyo State. It has
an area of 2,087km? and a population of
181,826 at the 2006 census. It comprises
of four Local Government Areas, which
include Yewa south, Yewa North, Imeko-
Afon and Ipokia.

Ayetoro is the headquarters of this
Local Government Area and is located at
the latitude 7°15'N and longitude 3°3'E in
the deciduous derived savannah zone of
Ogun State. Other important settlements
in the local government include Joga
Orile, Saala Orile, Owode Ketu, Igbogila,
Igan Okoto, Abule Maria, Olodo, Ibooro,
Bamajo, Imashayi, Abule Taiwo e.t.c. The
inhabitants are mainly Yoruba speaking
people comprising of the Yewas and Ketu.
The postal code of the area is 111. Ayetoro,
established around 1813, is one of the
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Fig. 1: Map of Ogun State showing the study Area

Sources and Methods of Data Collection

Combinations of  primary and
secondary data were used for this study.
Therefore, primary data were collected
through structured questionnaire
supplemented with oral discussion from
eighty (80) respondents while secondary
data were collected using past records,
journal, magazines, internet and periodic
publications, as age, farm experience with
credit use, amount of loan obtained,
amount of loan repaid, income earned etc.
were properly elicited for the study.
Sampling Techniques

A Two-stage sampling technique was
adopted in selecting the respondents. The
first stage involved a random selection of
ten (10) communities in the study areas
mentioned above where there is
preponderance of small holder farmers
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loans for

obtained

that
purposes.

The second stage involved a simple
random selection of eight (8) farmers from
each of the ten (10) communities. Thus,
eighty (80) representative small-holder
farmers were used for the study.

Methods of Data Analysis

Both descriptive and inferential
statistics were used to analyse the data
collected for this study. Data collected
were analysed through the wuse of
descriptive statistical tools such as
frequency table, means and percentage.
Inferential ~ statistics  was  equally
employed using linear regressions
Ordinary Least Square (OLS) method.
Model Specifications
Evaluate the Impact of Loan on
Farmer’s Productivity

agricultural



Multiple regressions model was used
to achieve this objective. Hence, the
model is therefore stated as follow:

Y =1 (X1, X2, X3, X4, X5, ------m-mm---- U).

Where:

X1 = oan collected an
on agricultural production

X2 = Annual net farm income (3¥)
X3 = Interest rate charge (%).

X4 = Farm size cultivated (hectares)

Xs = Farming experience with credit use
(Years)

X6 = Level of education (Years spent in
formal education institution).

X7 = Family size (number of persons)
Xg = Non-farm income (}¥).

X9 = Non-farm expenses (N).

spen

U = Error term (which is assumed to have

zero mean and constant variance).

(i1) To determine the Factors
influencing the Repayment of loan.
This objective was analysed through the
use of Ordinary Least Square (OLS)
method. Therefore, the estimated model
for determinants of loan repayment is
implicitly stated below.

LogY=p
+B1LogXi+B2LogXo+B3LogX3+B4LogXy
+BsLogXs+BsLogXe+U ------------ (1)
Where:

Y = Amount obtained (¥)

X1 =Age in years.

X2 = Farm size in hectares

X3 = Educational level in years.

X4 = Sex (male = 1, 0= otherwise).

X5 = Labour man day (¥)

X6 = Cost of input ()

X7 =Season (dry =1, wet = 2).

Bi ------- 7 = Parameters to be estimated
U = Random error.

Results and Discussion

Socio-Economic Characteristics of the

Respondents
The age of farmers is an important
factor that affects their level of

productivity and overall coping ability in

Y= T%%é%ﬁ%%?%lg%gf 5 E(f}ﬁ/)ironrﬁental tS”tudies an‘t% %ﬁ%ﬁ%gjﬁl SI%% l§ S'éA‘ fl%i.oﬁls OB%lieved

ISR VTS ysical work and
the willingness to take risks. Table 1
revealed that 41.2% were between 21-40
years of age group, 43.5% were between
age group of 41-60 years, while 15% were
above 60 years of age. This implies that
farming activities is majorly centralized
into the hand of people having expected
strength and energy.

Education is an important factor in the
recognition and utilization of investment
opportunities. The study revealed that
most of the respondents interviewed are
found to have some form of formal
education. From findings, 31.2% of the
respondents have no formal education,
27.5% have primary education, while
23.8% have secondary education whereas
aboutl7.5% only possess tertiary
education. This implies that the majority
had no form of formal education, but more
people attained formal education to be
able to get exposure on cooperative credit
acquisition.

The distribution of respondents
according to marital status revealed that
majority of the respondents (58%) are
married, 25.0% are single, 15% are
divorced while the remaining 11.2% are
widowed. This implies that majority of the
respondents are married and have family
responsibility which will make them opt
for financial assistance to enhance the
level of food crop production.

The distribution of respondents
according to religion revealed the type of
religion practise by the respondents.
Majority of the respondents (61.2%)
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practise Christianity; 36.2% are practising and never take childbearing as advantage

Islamic; 1.2% practise traditional type of of undertaking farming activities.
religion and the remaining 1.2% do not The distribution of respondents
Loan Acquisition, Utilization and Repayment............AKerele et al.
among the respondents. is 87.5% of the respondents, 12.5% of the

The farming experience of a farmer can respondents have more than 5 hectares of
be a useful guide in the use of inputs and land used for farming purposes. This
in taking farm management decisions. implies that it is not about the floor space
From the result, majority of the but the efficient utilization of limited
respondents having farming experience space occupied.
falling less than 10 years is 36.2%, while The findings also revealed that 61.2%
83.8% have farming experience above 10 of the respondents are male while 38.8%
years. Thus, experience is expected to were female. This means that food crop
have a significant positive impact on the production in the study area was
managerial ability of the respondent. This dominated by male farmers. This means
implies that, the more experience they are, that there is gender discrimination among
the more efficient he would be in the farmers and only few women are
management because the acquired allowed to own farmland for food
experience over the years would be production.
brought to bear on their activities The distribution of respondents

The household comprises of the Head according to their secondary occupation
which is the Father, wives and their revealed that majority of respondents,
children. Distribution of respondents which is about 38% engage in farming and
revealed that majority of the respondents non-skilled labour as their secondary
(76.2%) have household size of below 5 occupation; while others (62%) are civil
members while 28.8% have between 6 to servants, artisans and students. This
15 people as their family size. This implies implies more people are engaged in other
that the farmers adopted family planning forms of occupation even though they

were fully into farming.
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Table 1: Socio-Economic Characteristics of the Respondents

Variables Frequency Percentage
Age (years)

21 -40 33 41.2
41 - 60 35 43.8
61 - 80 12 15.0
Educational Level 25
No Formal Education 25 31.2
Primary Education’ 22 27.5
Secondary Education’ 19 23.8
Tertiary Education 14 17.5
Marital Status

Single 20 25.0
Married 47 58.8
Divorced 4 15.0
Widowed 9 11.2
Religion

Christianity 49 61.2
Islamic 21 36.2
Traditional 1 1.2
None 1 1.2
Farming Experience (years)

<10 29 36.2
11-20 27 33.8
21-30 14 17.5
31-40 7 8.8
Above 40 3 3.8
Farm Size (hectare)

<5 61 76.2
6-10 16 20.0
11-15 3 3.8
Sex

Male 49 61.2
Female 31 38.8
Farming Experience (years)

Less than 5 hectares 70 87.5
Greater than 5 hecttares 10 12.5
Occupation

Farming 28 38
Civil Servant 7 8.8
Artisans 10 12.5
Student 1 1.2
Transporter 11 13.8
Non-skilled labour 23 28.8
Total 80 100

Non-Demographic Variables of the
Respondents

The distribution of respondents
according to the period of given to them to
repay loan acquired shows that 20% of the
respondents have no grace period because

60

they never acquired loan, 48.8% where
given up to 1 year to repay loan, 27.5%
have up to 2 years to repay the loan, 2.5%
have 3 years while 1.2 have over 3years to
repay loans acquired. From Table 2, about
40% of the respondents confirmed that
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cooperative officers did not visit them at
all before the completion of the loan
repayment while about 17.5% of
respondents confirmed that they were
visited fortnightly, whereas about 6.3% of
respondents said they were visited
monthly before completion of the loan
repayment. Finally, about 36.3% of
respondents said they were visited yearly,
i.e once in a year before completion of the
loan repayment period. This implies that
majority of respondents were not visited
by cooperative officers at all before they
completed the repayment of the loan
collected.

The finding also revealed that about
57.5% of the respondents acquired loan
between 10,000 — 50,000, 28.8% collected
loan worth of N50,001 - N100,000, 8.8%
received loan of N100,001 — N150,000,
3.8% also collected loan of N150,001 —
N200,000 and 1.2% acquired loan worth
of over N200,000. This implies that
majority do not easily have access to loans
and even when they are given, only little
fund is released.

The result showed that 56.2% of the
respondents could repay between 10,000-
50,000, 33.8% confirmed that N50,001 —
N100,000 was repaid, 6.2% could return
N100,001 — N150,000, 1.2% could repay
N150,001 — N200,000 while only about
2.5% could repay over N200,000 of the
loan acquired. This implies that loan
repayment is very vital so that more loans
can be given and others that really need
the loan would not be deprived of it.

The net income of respondents
revealed that 82.5% earns between
N1,000 — N20,000, while 12.5% earns
between N20,001 — N40,000 and 1.2%
earns N40,001 to N60,000, the highest
earning respondents earning over N60,000
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is only about 3.8%. This implies that the
majority of the respondents earn very
minimal, which barely covers their
personal expenses.

The finding revealed that 1.2% of the
respondents that they have no access to
loan from any source, while 16.2% of the
respondents confirmed that they have
access to Bank loan facilities alone, 57.2%
have access to cooperative loans, 2.5%
have access to loans from other agencies
such as Nigerian Agricultural and
Cooperative Rural Development Bank
(NACRDB), Ogun State Agricultural
Micro- Credit Agency (OSAMCA),
finally 22.5% have access to loan facilities
from friends and family/ relatives. This
implies that a lot of small-scale farmers
have access to loans, mostly from
cooperatives they belong and also from
friends and relatives other than banks and
very few from government agencies.

Data in Table 2 revealed that about
8.8% did not encounter any problem in
acquiring loan while 13.8% encountered
the problem of collateral security, also
13.8% suftered problem of lack of fund,
and 23.8% of respondents problems was
delay in process, 12.5% suffered from the
problem of bureaucracy (i.e excessively
complicated administrative procedure),
about 6.2% of the respondents recorded
high interest rate on loan as an obstacle in
acquiring loan, 8.8% of the respondents
also meet other loan applicant which could
not make them access loan. Finally, 12.8%
of respondents encountered the problem
of lack of trust. It implies that majority of
respondents suffered a lot from problems
of delayed process due to document
preparation, assessment on credibility etc.
collateral problems and high interest rate
in the process of acquiring loan facilities.
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Table 2: Distribution of Non-Demographic Variables of Respondents

Variables Frequency Percentage
Grace of Moratorium (years)

0 16 20

1 39 48.8
2 22 27.5
3 2 2.5
>3 1 1.2
Visit of Coop. Officer

No Response 32 40
Forthnightly 14 17.5
Monthly 5 6.3
Yearly 29 36.3
Amount Borrowed (Naira)

10,000 — 50,000 46 57.5
50,001 - 100,000 23 28.8
100,001 - 150,000 7 8.8
150,001 — 200,000 3 3.8
> 200,000 1 1.2
Amount Repaid (Naira)

10,000 — 50,000 45 56.2
50,001 - 100,000 27 33.8
100,001 — 150,000 5 6.2
150,001 — 200,000 1 1.2
> 200,000 2 2.5
Net Income (Naira)

1,000 - 20, 000 66 82.5
20,001 — 40,000 10 12.5
40,001 — 60,000 1 1.2
Source of Loan

None 1 1.2
Banks 13 16.2
Cooperatives 46 57.2
Friends & relatives 18 22.5
Other agencies 2 2.5
Problem Encountered

None 7 8.8
Collateral problem 11 13.8
Lack of fund 11 13.8
Delay process 19 23.8
Bureaucracy/protocol 10 12.5
High interest rate 5 6.2
Numerous loan applicants 7 8.8
Lack of trust 10 12.8
TOTAL 80 100

Evaluation of Impact of Loan on
Farmer’s Productivity

The estimated parameters and the
relevant statistical test results obtained
from the analysis are presented in Table 3.
The double-log result was interpreted
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being the leading equation. It had an
adjusted R? value of 0.909. This implies
that about 90.9% of the variation in output
(Y) is accounted for by the variables (Xi-
Xo9) included in the model, while the
remaining 9.1% 1is as a result of non-
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inclusion of other explanatory variables in
the model. The F- value is positive and
statistically ~ significant at the 0.01,
indicating that the variables included in
the model adequately explain the net
income in the survey area.

Out of the 9 variables modelled, only
farm size, farming experience,
educational level and family size are
statistically significant at 1% and 5%
respectively in determining the level of
productivity of the farmers in the survey
area.

Table 3: Regression Analysis Result of Determinants of Total Output

Linear Double-log Semi-log Exponential
Coefficient t Coefficient t Coefficient T Coefficient t
(Constant) 1.483 -0.241 6.697 -2.405
Loan -0.021 -0.729 -0.012 -0.324  -0.061 -0.952  0.091 1.417
Net farm -0.025 -1.096 -0.010 -0.347  -0.069 -1.336  0.027 0.534
income
Interest rate ~ 0.002 0.080 0.002 0.047  0.063 1.081  -0.047 -0.773
Farm size -0.037 -1.282 0.124* 1.947  -0.085 -1.300 -0.030 -0.282
Farming 0.005 0.173 0.111* 1.868  0.033 0.554  0.020 0.197
experience
Education 0.069%** 2.700 0.071* 1.796  0.038 0.661  0.077 1.159
Family size  0.706 1.372 0.779%%* 6.719  3.151%** 2.707  0.268 1.373
Non farm 0.264 0.512 0.164 1.404  -2.274% -1.951 0.482%* 2.456
income
Non farm -0.010 -0.368 0.001 0.037  -0.070 -1.098  0.162%** 2.571
expenses
F-Value 180.835 97.823 27.504 28.354
R Square 0.949 0.909 0.737 0.743
Adjusted R 0.943 0.899 0.710 0.717
Square

10% Sig. level = *** 5% Sig. level= ** and 1% Sig. level = *

The coefficient of farm size, farming
experience, educational level and family
size were positive and were found to be
statistically significant. This implies that
there is a positive relationship between
farm size, farming experience,
educational level and family size and the
productivity of the farmers. This implies
that increase in farm size, farming
experience, educational level and family
size will lead to increase in the
productivity of the farmers in the study
area.

Regression Estimates of the
Determinants of Loan Repayment
among the Respondents
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The estimated parameters and the
relevant statistical test results obtained
from the analysis are presented in Table 4.
It had an adjusted R? value of 0.742. This
implies that about 74.2% of the variation
in output (Y) is accounted for by the
variables (Xi-X7) included in the model,
while the remaining 25.8% is as a result of
non-inclusion of other explanatory
variables in the model. The F- value is
positive and statistically significant at the
0.01, indicating that the variables included
in the model adequately explained the net
income in the survey area. Out of the 7
variables modelled, only age, educational
qualification, gender and amount of labour
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are statistically significant in determining
the level of loan repayment of the farmers
in the survey area.

The Co-efficient of educational
qualification, gender and amount of labour
are significant and positive in determining
the loan repayment pattern of the farmers
this implies that has these variables
increase; there will also be a

correspondence increase in the loan
repayment pattern by the respondents in
the study area. The Co-efficient of age is
significant but negative in determining
loan repayment patterns by the farmers.
This implies that as these variables
increase, there will also be a decrease in
the loan repayment pattern by the
respondents in the study area.

Table 4: Determinants of Loan Repayment among the Respondents

Coefficients T-Value

(Constant) 5.852
Age -0.273%#%* -2.550
Farm size 0.032 0.316
Educational Qualification 0.186* 1.716
Sex 0.1171%%* 2.824
Labour man day 0.073%%%* 3.720
Cost of input -0.015 -0.143
Season -0.156 -1.454
F-Value 1.438

R? 0.839

Adjusted R? 0.742

5% =Sig at 1%, ** =Sig at 1.5%, * = Sig at 10%.

Conclusion

Farm size, farming experience,
educational level and family size are
statistically significant in determining the
level of productivity of the farmers in the
survey area. Age, educational
qualification, gender and amount of labour
are statistically significant in determining
the level of loan repayment of the farmers
in the survey area. Therefore, from the
findings of this study, it is obvious that
small-scale farmers in the study area have
access to different sources of loan but
mostly informal sources. A reasonable
proportion of the loan was also diverted to
non-farming activities. Pattern of loan
allocation showed that beneficiaries with
high loan size tended to allocate more of
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their loans to the farm than beneficiaries
with low loan size.

As a result, it is believed that if the
farmers actually utilise the sources and the
funds made available to them judiciously
on time and in good volume, the farmers
will become more productive and hence
have a better standard of living and then
become an enemy of poverty. Moreover, it
is imperative to say at this juncture that all
these sources available are being
jeopardized by series of problems namely;
low credit supply, high interest rate on
loan, lack of adequate collateral security,
tribalism and nepotism, lack of adequate
farm records, bureaucracy and low
network connection. All these are the
obstacles towards the use of -credit
facilities.
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Recommendations
Against this background therefore, this
study recommends as follows:

i.

ii.

iii.

1v.

Support should also be given for the
establishment of farm service centres
reasonably close to the farmers,
through which they may be able to
gain access to modern inputs like
improved seed, fertilizer and tractor
services. This could be achieved
through governments and private
sector partnership; for example, by
providing medium — long term credits
to interested youths to set up and run
such service centres. The role of
government agencies could be limited
to facilitating and guaranteeing such
loans, as well as the supervision and
monitoring of the projects.

Enabling policy environment and
institutional support should be put in
place to facilitate provision of
medium-long term credits to rural
farm households. Such funds should
be specifically targeted at
encouraging farm households to raise
share of tree crops on their farm
holding, raise more livestock, and
invest in income yielding assets.
Land use policy in Nigeria should
also be reviewed to permit easy
transfer of land from landowners to
people who are interested in
leasing/purchasing such lands for
agricultural use.

There is also a need to put in place
appropriate land  consolidation
programmes, given that operation of
fragmented landholding is
significantly lower farm household
production efficiency.

Governments should intensify efforts
toward provision of basic social
amenities, most especially portable

water, health services, and access to
post-primary education in the rural
area.
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