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Abstract

Sustainable agricultural output is a major concern for government at all levels due to the tremendous benefits it
creates for both individuals and the aconongy at large. In a bid to develop the agriculnmral sector, particularly
within the rural space, several programmes had beon initiated by past govermments, notable among is the
microfinance banks (MFBs). This study examined the impact of loans and advances granted by microfinance
banks on agricultural production improvement. Three-stage sampling technique was used ro select 240 small—
scale farmers that were administered with g i ire for the purpose of having a cross-sectional outlook.
The data were analyzed by descriptive and logistic regression model. The regression result reveals that loan
from MFBs and farming experience were positively significant at p<0.0! and p<0.1 respectively. Only
repayment period and interest rata were negatively significant at p<0.01 and p<0.05. The study concluded that
MFBs’ loans and advances. farming experience, repayment period and interest rate have significant impact on
the likelihood of agricultural output improvement. The study rec ded that tary authorities should
implement policies that would encourage MFBs to increase the proportion of loan allocated to the agricultural
sector with single digit interest rare repayment. This would spectfically help to increase output and thus
generally contribute to the living standard of small-scale farmers. ’

Keywords: Microfinance, loans, agricultural output, logistic regression, small-scale farmers

1.0 Introduction

A major source of income and sustenance for both individuals and nations § i i
contributes to the growth of the economy, provides employment cppostunities &;s&y:mim Ag“"":::::
eradicates poverty and serves as a source of foreign eamnings. All basic needs of human are gotten from
:lg:rfculturc: food for human sustenance nnd_cloth.mg for the body and shelter. After in

: on the agricultural sector. Thereafter. ctor
became stagnant and unattractive, and this accounted largely for the declining share of its mumbf.:;o:s ::-ll‘l)t
GDP shows a substantial variation and long-term
hs'ms a':ld 22.2% in the 1980s (National Bureau of
: : : istenc pmeqy grammes overnmen
inappropriateness ofp;_g.: economuc policies in terms of foreign trade ar;,:lo exchange ;feg i g}iﬁt :san m
responsible for the decline in its contributions to the economy, —— '
In recent times, the agricultural sector has enjoyed considerabl vernment through

continual intervention of the Central Bank of Nigeria (CBN) by dlmcun:gbc?:ni:gl;hc o =y =

1 banks to give at least 10%
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of theis loanable funds to the agricultural sector

wmched several micro-credit = (CBN. ;004). In addihon. the Bank of Industry overt as
b;‘pct ssing. Apart from w&n;g:::l?h;ﬂ SChem?s aimed at boosting local agriculrural p'vtoduu:c':r E\‘nd
P ntee to local agriculturally-intensiv rect aﬂ_d indirect credit to farmers, the CBN also provides credit
Bese industries would be repaid. .n‘i:“e industries by guaranteeing to commercial banks that loans granted to
comable interest thereby designi encourages lending to the sector and allows the commercial banks charge
1::1_ ltoral Toan bOﬁO\\'ers)(Mtﬂ;‘gnl‘ng convement repayment mechanism with long moratorium for the
P loan facilities granted 1o £ e:;“’““‘;md Policy Research Institute, 2008). It is noteworthy to articulate
e i i indiilival oc organizatioaal can be administered either directly or indirectly. When credit facilities are
g agricultural instimtiongmms est:ﬂ:‘ h_‘”“ fg’fﬂtrs, it is a direct financing approach while indirect finance is lending
o organizational farmers. shed by government or cooperative societies who in tumn lend to the individual

for the m’fnhe de;goé’x:;n °f:11: ;‘fnlm}mfﬂl sector significantly impacts on the poverty level of a nation; hence,
tmbe sy opment goal of eradicating exireme poverty and hunger to be achieved. the agricultural
sector mus ‘Sl 1 topmost consideration. According to CBN (2006), shortage of agricultural credit is one of
the MAYOT CaVSES of dechnf.ng agricultural production in Nigeria. Several factors accounting for the shortage
include: commescn! banks’ unwillingness to provide credit to the real sector, urban concentration of operation
of the banks and high credit risk associated with agricultural loans due to the inability of the farmers to provide
collateral. In a bid to improving the contributions of agriculture to the gross domestic product. the Nigenan
government initiated different agricultural developmental programmes. These programmes basically were mumed
at providing funds in form of loan and equity to mdigenous farmers and agricultural cooperauve seciehcs
Notable among such programmes was the rural/community banking programune. In order to strengthen the

opemnons of the programme, in 2005, the Nigerian government transformed the then existing comumumty banks
into microfinance banks with varying minimum capital base.

In Nigeria, microfinance banks play key roles in the development of the agricultural sector, most
particularly in the rural areas. Microfinance banks are saddled with the responsibility of providing financial
services such as provision of small loans with near absence of assets-based collateral, micro-leasing, money
transfer, and payment services to the rural poor and by extension, urban low income eamers. They however
have not successfully achieved the purpose for which they were originally conceived. The inabiliry of deposit
money banks and microfinance banks to meet the credit needs of rural and semi-urban farmers has been
occasioned by challenges faced by the lending institutions and the borrowers. Most of the lending mstitutions
are yet to accept agricultural lending as a profitable business. They face enormous challenges such as
infrastructural inadequacies, social misconception, poor legal and regulatory framework, unbridled competition
from conventional financial institutions, abandonment of core microfinance function and the lack of qualified
workers (Onamah, 2013). These operational and socio-economuc Snags have hampered the ability of the
niicrofinance banks to provide finance to the rural poor and the agricultural sector.

1 inance banks i ’ i or, various studies (Eyo and Asuquo. 2011: Madugu and Bazugu.
;::';i:\bul: ;:;d neu’;“ond:‘leolgginogl;;‘:d:e;d Olagunju, 2013 and Ekwere and Edem. 2014) m th:e past had been
Caﬁic‘d out to establish a linkage on the influence credit access has on the agriculmural sector. However. to ow
knowledge, studies that provide empirical attention 1o qgnculnqnl ouTpUT Improvement due to credit acquured by
Smnll-scalc‘ farmers are generally lacking. The uniqueness of this research lies in the fact that thus study seeks to
shed light on the distribution of the loanable funds of the MFBs that actually gets to the farmers ml)d ;:cm;;n
whether these funds have added any meaningful improvement on the output of farmers. Asd:n ﬁr::su t, : ; study
tends to proffer solution to the research questions that: what are the socio-econonuc, farm and £ »mn:n_n eatures
of the respondents? and what are the determinants of output improvement due to loan acquisition?. 1 he main
objective of this research work is 10 assess the impact of MFBs’ credit on agx‘lculm;:al outp:tfunprq:;;:e:; ::
Kwara state, Nigeria. Other specific objectives are to: determine the S°c‘°’c‘?f‘.°.““c'b arm :ui.l ni‘ximce_.u m.-;s e
of the small.scale farmers and assess the impact of MFBs loan acquisition by small-scale farm;

agricultural output improvement.

Due to the importance of the agricultural sector as well as the significant roles played by the
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2.0 Literature Review .
feulture
2.1 Conceptual Issues on Alicro-financing and Agt
. Cigeria
g and Agriculture in Niger i - which funds ar¢ made available 0 muerg.
; ; jcrofinance as a channel throngd ¥ onicnce and on a sustamable basis,
- d““‘be-s ’m‘cr:e indi:ridmls at a cheap rate, w:fh 3]0;1; iho are financially excluded o
entreprencurs. the poor and Lo eeggests that its purpose 15 (0 S8 Lo h on account of their inability to
:Icl:ied 1cce:::s ‘:o I:i‘:::ncizl services by the cpg;_vc-nﬁo“e‘! c:, its x::me micro-finance simply connotes smal]
provide tangible assets collatesal for credit facilities. G@Iiiuy&onalizcd by the govemment fo create enabling
finds and by its mature, it if 3 SIMCUTE conoeiver e whom on the basis of their social. economic and
access of funds to the less privileged members of the f?ﬂf'yd]e commerci banks. Hence. the categories of
cultural status have been termed “not credit worthy” by o and small entreprencurs, low income eamers.
individual or firm who fall into this bmeket. include the n;: (200 e can be seen as an art of
ﬁ’m’!".s" PI"‘Y traders, “"a:;“s d::rc ﬁﬁn‘;‘:’ﬁ“:f,ffcﬁ :;n:f:e poor and the practice of delivering those services
oans, V! o . .

ﬁﬁ z:ngusuinab?:‘:ﬁccessiblc to the poor households so that they can build sustainable microenterprise.

e institutions have become the main sustainable source of funding
like Nigeria, Kenya

and Pakistan. More so, the ingenuity
behind the creation of microfinance institutions is not only to cxtgid micro-credits to the bencﬁc_mne_s but to
promiote sustainable entrepreneurship, especially in the areas of agriculture and manufacturing as this will boost
and integrate rural financial markets into the global financial markets by creating a relationship between those
with financial resources and those who need them. Furthermore. the

simpliciry in the operation of these
institutions is characterized by the ease at which loans are granted to customers im the absence of asser based
collateral.

The importance of agriculture in the economy of anuy nation ¢
plays a prominent role in virnually all social and economic activities of countries; hitherto, agriculture was the
main source of survival and livelihood in Nigeria but with the discovery of oil, it became unarnractive and
receded. Agricultural sector of any country provides fodder for domestic animals, nurtures cows which in tum
provide people with milk and provides livestock which also meets people’s food require 5. Furthermore,
plants and animal which are products of agriculture serve as a good source of raw materials for industral
production. Rubber serves as essential raw materials for the production of plastics; cottons raw materials for the
manufacturing of textiles; cocoa for the production of beverages and also animal skins which are used for the

production of leather bags and shoes.

2.1.1 Micro-financin

9). microfinanc

CBN (2004) asserts that microfinance in
enterprises and agriculture in developing countries

annot be over-emphasized. Agrculne

_CBN (2006) highlights thart agricultural sector serves as a main source of i 1
devlpiog sams ot nire, ol podoc Ko savor e e e g [0 25y
main ﬁfe.ms of exports for countries like India, Thailand and Ivory Coast. A smooth developmental process in the
area o agncultut: can substantially improve a country’s Gross Domestic Product and Per C; :" Tocome. It
addition, CBN (2006) observes that the main source of livelihood of many people i thapl a Income. o
::en;;xlmc. Approxinutely 70% of the people directly rely on agriculture as a mcan‘;p of ;:: . emmm-l :n::nsfar

!gh.pcl'cfenmge of people in agriculture is as a result of the little available white coll fresilarrbrigprans d
some level of dexterity and qualifications from the numerous fast growing job seeke r: collar jobs which deman

2.1.2  Financing Sources Available to Rural Farmers in Nigeria

According to Adubi (2010), sources of rural agricultural fin,

economy. These are the informal rural financial instiruti ance come from fwo 5 of the
PR 2 mstitutions ; major segments of 1
rural financial institutions include: ns and formal rural financial mstmutons. The Informal

L Money lenders: These are individual vho
farmers who are in need of mone s lm_u.- ough savings and are illin -
Uininoomeoroaid kyote asas wl'ﬂ:: :lﬁ:ge 1m ;:mu.- form of fanming ac:vilici I{,fng;: rtl;:xrs“sl:;:::::
per month, that is, 300% per annuen (Kepy 2](;0;!)1_ 15 15 usually not less than 25% of the principal sum
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i  Traditional Savings and Credit Associations: At 1 ;
together to form a Thrift and Cre d.:“;;m"?s-_ At times. agricultural farmers in the rural areas come
ranting soft loans 1o the s it Association with the aim of mobilizing funds from members and
B tating and non-rotating. The members. The traditional savings and credit association could be
regular fixed cash cmm’ibmiousm J:;m o gs eroup consists of members who have agreed to make
or part (cash or kind) of the contrib & conmon fund, with each member agreeing to receive the whole
ution in turn, On the other hand, the non-rotating saviags involve a

ituation wher indivi ahe
:Im'ngs u;:d 1: ﬁx‘in'g:l &’fﬁ:lei“'?’ﬁ,“‘“ agrees to save regularly on contractual terms with such
(Aredo. 1993). of ather members of the association in form of loans or trade finance

jii.  Daily Savings/Itinerant Banking: This is . .
collector and hi da T ps n type of self-designed banking involving the thnft
i o Tt it Toafec Wiy \he contribution size is fixed and a savings-

only itinerant banki s 4o :
ma?i'c dunn; Mmuﬁ“ deposits daily and charges the saver one contribution of the 30 deposits

The formal rural finance institutions wclude the followi;xg:

i  Nigerian Agricultural Cooperative and Rural Development Bank (NACRDB): This is an initianve of
the federal government aimed at providing convenient agricultural finance 10 the rugal dwellers. It 1s
jointly owned by the Federal Government of Nigeria (FGN) and the Central Bank of Nigeria (CBN).
Given its statutory operation, s mandate is to serve within the rural landscape. however. m core
practice. 1t extends its deposit mobilization and credit services to the agricultural farmers u! the urban
settings. NACRDB is required to lend 70% of its loan portfolio at single digit nterest rates through
loans of N250,000 or less. Adubi (2010) observes that the very low repayment rates of the farmers and
the interest rates cap sct by the CBN have both undermined the viability of the institution as well as
sestricting its ability to satisfy the demand for loans from its target client population.

i,  The National Poverty Eradication Program (NAPEP): This is another government initiative specifically
targeted at eliminating poverty in the country. The program has several micro-credit initiatives for both
the rural dwellers and the semi-urban residents. In a bid to rendering its services. 1oans from NAPEP

are channelled through ity based cc cial financial intermediaries who in turn grant them
to the deserving individuals at low prenuum.

i,  Microfinance banks: Microfinance banks emerged in 2006 and 2007 from the then community banks as
a result of another policy change introduced by the Central Bank of Nigena (CBN). Through its
microfinance policy, the Central Bank of Nigesia (CBN) introduced a new regulatory and supervisory

framework in 2005, which made it compulsory for. the community banks to obtain a new license and
liave a minimum share capital of N20m.

iv. Non-Govemmental Organizations (NGO): According 1o Adubi  (2010), non-governmental
organisations are important financial providers for the rural poor and in Nigeria. NGOs have an
estimated average of about 42,000 borrowers, although their overall impact semmins snuall Mote 30,

NGOs are prolubited from mobilizing deposits from the public but are sull able to request mandatery
savings as loan collateral.

22 Theoretical Framework and Empirical ‘Review
.2.1 Finance aud Economic Growth Theory

i - taken di iti f the relationship that
Economists and finance € eris have taken different positions as to the nature of the p
exists ben\-ec: dn: E::lmm sector ?;velopmem and economi¢ growii. In literature, four identified perspectives

jous scholars (Obademi, 2013). First is the supply leading perspective. the scholars

- : 1s growth in the econoniy because 1t
with the view of the supply leading theory opine that finance Prope w cause

engenders efficient ﬂlma!‘;o:l of scarce fesOUrces amansﬂcot&'@ﬂﬂ;ffpﬂﬂd‘fcr‘t SCC{OfS-a; l_mlll}' dev e}l!cpmg
economies, financial instinutions serve as the engine growtl oug fmnc-a deepening nc ll‘uvon. ence,
proponents of this perspective such as Shaw (1973) and Levioe and Sara (1996) assert that attractive financial

1 i i  Gecond is the demand following
instruments play a significant role i the growth of all sectars of the economy. he :
Pﬁ‘Ptﬂi\'e:l:ht- pmp?:ems of this view such as Robinson (1952) and Kuznets (1955) believe that the financial

sector responds to posifive changes in the productive sector. In other words, economic actviies stinmulate

Comespondence Author's: $2347039295417; +234317602-16~l1.
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ountaun
. rices. This position is feasible
financial services. 2 S1ble as |oy)
. F - fmselﬁ1 over a long period of time. The _lhnd View i 8 a5
development in : tainably WCrEASEE - " blishes the fact that the direction of ;
erformance in the productive % vih. This vIEW i . ive so Mpacy
o e  and economic growit the relationship. The perspectr ggests thae
S ——y of_ﬁr‘l-'!;i:‘“-m being used to measire dlecouomi
the econonuc 111 A A an e s T
depends on the e the relationship - The opinion of the proponents of this view jg that pg
ﬁ':rmd I.°£ measurem e of neutral of 1o jmpact perspectiv :l Though absurd, the proponents argue that finane,
and last view is thal . owth. 3 d T .

. .o = A econonic Er such as policy direction ; .
s e tm‘,}.‘-dmj bcr:“npmﬁ' lzegrnm:lvth in any economy: other f;fsoffr growth (g‘uadenn« 2013). mI 1:-. Study
not a key ingre Sl df‘thc overnment are the major unpe 3 impact of credit facilities grag tudy
- palhm;\'ets pldm?“dee:s;cctivgc to ascertain the :elauonsl_nPKaﬂ u::g:c anted by

ea P i i n Kwara -
:fi?::ﬁnm‘he ::P‘fmy on Ihf development tural sector 1

. ating demant
financial sector by cred
v sector is SUS

c growth is of mutual impact, The ;-2:“1’

iy

of the agricull

2. 2.2 Lewis’ Structural Change Model
. W developed econonues transform their domestjc
is mod mechanism by which underde .

_This el t";;z:::e: ;1:;&; coepiasia o0 ‘traditional sub.:s:stencc agriculture to a mzrdeludwd-enx More
econmogznc more indusmially diverse manufacturing and service economy. The Lewis model developed by
rﬂb\‘is (’:1‘19;“5);i 3 winner :?l;lcyz\’abel Memorial Prize in Economics in 1979 donunated de_\'?lnopmeur theory
berween 1960s and 1970s. Lewis (1955) observed that an underdeveloped economy consists of NYe sectors Firy

: e g istence sector with surplus labour and the second 15 a hugy
sector is a traditional, overpopulated rural subsistenc i Rt teomodslies o thomonne &

ive modern ich this surplns labour is transferred. .
mﬁebom mnssef:rm ;;c;:‘iua%ﬁomm:gcmr which leads to the growth of output and cmploymcat' in the
modern sector. The model is relevant to the study in the sense that A_mn:toﬁ?umce bnn!ga can be the met:hamsm P
agricultural transformation in the economy. Most farmers engage m subsistence agriculture because there is no
capital but microfinance banks can provide capital to expand farming towards commercial level.

However, due to the relevance of microfinance banks in developing the agricultural sector in Nigeria,
several studies had been carried out in the past to examine the effects and contributions on the agricultural
sector. An attempt is made here to review such studies. Eyo and Asuque (2011) examined farmer's credn
reserve and the success of microfinance institutions. The study found out thar farmers preferred informal sources
of finance to satisfy their credit needs as this would be granted without much bureaucratic procedures. Madugu
and Bazugu (2012) also examined the role of financing agricultural activity through commercial banks. The
study found that farmers were roped with short repayment period and as a result there’s poor patronage to access
credit and recommended that financing institutions like microfinance banks are encouraged to lengthen the
repayment period and lessen the interest rate of loan to support agriculture. Abula and Ilemona (2013) in their
study evaluated that microfinance bank’s staff perception and the major constraints of microfinance banks credit
facilities to agriculture. The study concluded that banks’ staff had difficulties monitoring the loans of the
farmers because the farmers diverted part of the loans granted to meet consumption needs. thus |;1.1kjnz the
loans delinquent. The study suggested that group credit delivery approach and intens : -duce
loan delinquency to the barest minunum. Ololade and Olni;m", (2013 e nAlomlonng e &
determinants of access to credit among rural farmers and concljucied_ o their own case assessed e
looking into the conditions of obtaining credit by farmers, so that ﬁxtnl:ml[ ﬁllﬂu_cx_:ll mstitutions should help
discouraged in demanding for loan due to high interest rate. 'sunmnto and ess privilege among them \\'1114 be
and Edem (2014) examined the evaluation of agricultural q odit £ :11 _collat_eml secunty. F m_:diy. Ekwere
development. It was found that farmers decried the stringent applicaie. . Z.cuitural production and rural
before loans are considered and approved, The stringent g Pl!_’ cation conditions being levied by the MFBS
discouraged more farmers and people who may be pickjnPP_lcnhon .conqum and bureancratic processes
enpirical studies, we are unaware of any similar previous smgc,l 'm terest in frming. Based on these reviewsd
micro-finance credit facilities on agricultural prod ¥ conducted in the past to examine the effect of

study was therefore conceived 10 fil

2 > cl uction improy: e
in the gap using small-scale beneficiaries® fa S caseim;;mnm this

3.0 Methodology
3.1 Study Area

This study examines the impact of micro,

agricultural production i . O Ducrofinance banyy e
P on 1n Kwara state, Nigeria. Kwara state is l:cnnl:id credit facilities on the improvement of

1t has four main ethmc groups namely: Yoruba 1 H © north central ECOﬂaPh‘ca[ 2 E. -
y: A, Nupe, Fu]:m 1R p5km
Cuﬂ!spmdﬁ?-_‘e Authar's: +334703929541 7, +23481760, ’45‘:1 aruba Ir has ala about 33 7
2. 5 land area of abo 2
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and it ﬁrulrt:cm:::rl:vm [:\hluge 8% 57 _ 10° 4" N and longitude 4° 55".6° 5 E (NPC, 2006). The av.
:‘“fon";__ e :'ma dl')'“:l\';:nu::‘rsnd 350 C with a2 mean annual rainfall of 1,000-1.500mm. Tt has fwo ‘::fx:.
th; North. The lan dsr::ape compx{sc;&%‘e;l&‘]wn cover consists of rainforest in the south and guinea Savannah to
esnvereey the state whilo the o of hulls, valleys and plains. The state has river Niger as a major river that
other fivers include: Asa, Osin, and Owu fall which serves as Tourists afraction.

.2 Sampling Technique and Data Collection Method

s ortian ?;m::nimél‘l::;:‘gy 15 mamly :stmll-'scnl:_ﬁlmmrs- thar have benefinted from MFB credit fiom
([T{WADP) (1996), K Sate ims }atc, Nl_geﬂﬂ. According to Kw_;lm Agricultural Development Project
Kaiama), B (Edu and P:la‘;wj) C (A OEI agricultural development project (ADP) zones vis- A (Baruteen and

aih M B et G $a, Tlorm East, Tlorin South, Ilorin West and Moro) and D (Eliti, Ifelodun,
Trep =10, Isin, Oyun and Offa). Three-stage random sampling technique was employed for this study.
The ﬁ{st stage 1s random selection of one local 'government area from each ADP zone and these are Baruteen,
Edu. Moro and Irepodun LGAs. The second stage is the random selection of two rural communities from each
selected LGA. This was through the use of sampling frame by collecting the list of contact of small-scale
farmers that have benefited from MFB’s loan in that last five years. The frame was collected from ADP officials
saddlt':d w:.th‘the responsibility. The third stage involves the random selection of 30 farmers that have enyoyed
MFB’s [‘33}1 in the past five years from each selected rural communities. Thus. a total of 240 small-scale farmers
were considered and sampled for this study. The criteria set by the study for any individual to be part of the
sample were that the farmers must: belong to a farming gronp; possess functional farm land: and must have
enjoyed loan facility from a microfinance bank in the past five years. The method of data collection adopted in
this study is primary data. The primary data collection was actualized with the use of questionnaire; other
materials used for the study were sourced from CBN Annual Statistical Bulletin (2014) and online research
joumals. A total of two hundred and forty (240) copies of questionnaire were distributed to the sampled farmers
and upon completion, only one hundred and ninety two (192) was found useful.

3.3 Analytical Technique

Both descriptive and inferential analyses were used to analyze data obrained. The descrnipuve analyss
involved the use of frequency and percentages for the demographic analysis of the respondents and bmary
logistic regression was used to estimate the relationship between microfinance banks’ credit facilities and
agricultural output improvement. The choice of binary logistic regression is due to the fact that the dependent
variable (agricultural output improvement) is in dummy. Field (2009) asserts that when the outcome of a
dependent variable is categorical and not continuous, using a linear regression model would be inappropriate:
hence, a logistic regression approach would be best altemative. The empirical model adopred is given as:

1)

P(Yy)= 1+e1_m‘“x“‘ B S
Where P = probability of loan improying output (if it' improves outpur= 1, otherwise = Q)
;?—;!)basc of natural logarithm of independent variables
o =intercept
Xy =Loan from MFB @9
Xa= Repayment period (month)
Interest rate (%)
X4= Farm size (ha)
Nature of farming (erop=1, animal=2, fish=3, poultry=1)
X6i = Farming experience (y15.)
by =coefficients

€1 = error term i .
The made; was esti d using maxi likelihood method in E-view software.
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4.0 Results and Discussion

The analysed data proffer the following results:

Table 1: Socio-ecomomic features of the respondents ___——— :@D
Properties (n=192) | Frequency _——

Gender e 25

Male 108 - —%g—;?’——'—
Female 84 .

Age Distribution (year) i, 625

Less than 20 12 ]
20-50 162 3438 |
Above 50 18 938
Marital Status B

Single 20 46.88

Marsied 102 5312

Educational Level

No Formal 9 4.69

Formal 183 95.31

Family Size

1103 55 28.65

4to11 135 70.31

Above 11 2 1.04

Source: Field Survey, (2015)

Table 1 shows the socio-economic properties result where male farmers were most prevalent which
constitute 56.25% of the respondents. About 84.38% of the sampled farmers’ ages fall berween the ranges of 20
— 50 years. These farmers were found to be middle-aged and are engaged in farming activities as a way of life to
carry family responsibility. Likewise, 6.25% of the farmers™ ages fall below 20 vears which unfolds the
indication of low interest of youth in agriculture. Also, 53.12% of the farmers are marmed: marmed farmers have
more responsibilities which can only be compromised majorly with increase in farm mncome wunlike single
farmers. The result (Tablel) shows that formal education (95.31%) was common ameng the respondents and
about 4.69% of the loan beneficiaries® respondents were left as no-formal education. Based on the rate of loan
acquisition knowledge of the farmers, it is expected that educated farmers are likely 10 understand the benefits
of credit to carry out modem agriculture and comprehend extension information on sources and utilization of
credit. This is in consonance with the findings of Ozowa (1995) who reported that literacy level promotes the
understanding of extension activities among farmers in the rural areas. Over 70.31% of the respondents have
households size within the range of 4 — 11; this result suggests thar majority of MFBs’ loan beneficiaries have
some dependants who also, indircctly beaefit from the income of the farmers., . EhCEare:
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pable 2: Farm and Credit Characteristics of the Respondents

properties (n=192) Frequency - -

) Size ercentage (%)

Less han 2 135 70.31

106 40 20.83

Above 6 17 855
_ﬁrgl_gg_gperhnce(yrs.) g
|Lessthan ] 16 8.33

1t 10 2 21.88
| Above 8 134 69.9
Mming Occupation

Asimal production 22 11.46
_(:LogProducticn 111 57.81

Fishing 36 18.75

Poultry rearing 23 11.98

Loan Distribution

Less than 100,000 25, 13.09

100,000-300,000 149 77.59

Above 500.000 18 19.38

Repavment Period

Short (lyearuxdbelow) i 108 56.25

Medium (1-10years) 64 3333

Long (10years&above) 20 10.42

Loan Status on Farm outpuf

Topove ptipol 28 14.58

Never improve output 164 8542

Source: Field Survey, (2015)

In Table 2, in terms of farm size, 70.31% of respondents operate on small farm land size of less than 2
hectares. This implies that the farmers sampled were the small-scale farmers that would need loan to boost their
living standard through farm production. Farming experience is an important factor determining both the
productivity and the production level in farming. The table shows that most of the respondents have above 6
years of farming experience (69.79%) since most farming households are raised from the onset of their life to
become farmers. Furthermore, about 57.81% of the respondents engage 1n ¢rop production followed by fishing
and poultry rearing with 18.75% and 11.98% of the respondents respectively. Only animal production was least
with 11.46% of the respondents and this is because majority of farmers under this category are itinerant fanners.
Among the loan distribution, 77.59% of the respondents enjoyed loan range benween 100.000-::00.000 naira o
support and sustain their farming activities. Only less respondents (1 9.38%) demand for above 500.000 naura of
the loan and the reason can be attributed to the unbearable interest fate and short repayment penod charged by
MFBs. 56.25% of the respondents prefer the repayment perm.d 1o be short term. This is because medium :.md
long term in terms of repayment period would be associated with interest rate. As maay of the respondents ;\ el:e
granted loans with unbearable repayment arrangement, the study found 'xhqt the prob::}e :m;;acor, o f :1, "
loanfcredit acquired was of no positive ceflection on their farm output. This 15 l.af‘cause ly 14.58% of the
Tespondents perceived the loan as being a factor for improvement i their farm activities.
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Table 3: Marginal effect of MFB lmﬂmwﬂ—-— {.-s:mml“"- Yaly,
[ Variable =0T o012 2920 0009
C | ] 3.11
0.055 1 311 | oogg
0.721 | M. | 5
| Mo —— -22.21
Loan fom MED S{(;)h) 0.311°" ,Qﬂi——-—————"—'_'_—"—lz_ig ?&\@—:::
Repayment perio 20 2
-0.674 0.376 000
Interest rate (X3) 0406 1.39 0235
Farm size (X4) 0.565 =y 1.58 (o3
Nature of farmung (Xs) 0.049 '254 162 P
Farming experience (Xg) 0427 | 0.254 1 0078 7]
Prob>f= 0.038 — |8
Pseudo R*= 0.532 —
log likelihood = 17.345 \J
Number of observation = 192 _

Source: Field Survey, (2015) I o
Note: ***significance level at 1%, **significant level at 5%, * significance level at 10%

Table 3 shows the regression output of the model; the Pseudo R of the model shows that 53% of the
variation in the dependenr variable is explained by the independent variables and this was found to be significan
at 5% alpha level. The result of logistic regression model fitted to the cross section data show [h.“ll’ the regression
coefficient of loan from MFBs’ is significantly positive. The estimate expresses that the rate of change of lom
from MFBs® per unit change of farm output improvement is less than uniry. Out of coefficient estimate. it can be
inferred that as loan from microfinance bank is increased by 1%, the probability of MFBs’ loan improving
output is increased by 72%. This implies that there is positive relationship between loan acquired by farmers and
the possibility of the loan to improve farm output. So, the marginal effect in loan from microfinance bank will
lead to increase in the probability of improvement in agricultural output,

. This position is in line with the study of Ekwere and Edem (2014) whose findings revealed that
agricultural credit improves productivity, production and standard of living. The regression result also shows the
coeﬁ}cxen; of repayment period 1s significantly negative which suggests a negative impact of repayment period
on the agricultural output of farmers. This was found to be significant at 1%. This explains that one unit increase
in the repayment period will lead to 0.311 declmg in the probable increase in output. This position is in line with
the responses of the sampled farmers who decried the short term repayment period of less than a year being
required by the MFBs. Abula and Ilemona (2013) in their study also found this same situation among thet
respondents in Kogi state. Hence, it cau be inferred that the shorter the repayment period of loans to MFBs, the
poorer the output of the farmers. The result in table 3 also indicates the coefficient of i.n;erest rate in the
regression function to be negatively mgn_tﬁcam_ This implies that one unit in crease in ink " 1 ads to 0.674
decline in the probable improvement agricultural oufput, i eRt e

The result was also i i 1 i
detenminants of access to déztm%“:h 'l}:e :i-m dings of Olilade and Olagunju (2013) who studied ¢
farming were 0.565 and 0.049 respectivel l:': T,clmm"‘ the coefficients of both farm size and nanue ©
f sy sl o e iY, liu the 1Wo variables were found not sigmficant despie e
mm: ;;mchy dectine omplmpu: :fu thccma:‘ai-lzble &3 I:;dt!:;‘:l :?:er:‘;‘oe;';riahles might be paramount but \\;ulq‘mt.

efficiently. Farmi i i - Arling activi ok

0.427 with ay m:f:;:;? :,;fl:ci:e;mh;\:rs mdu;;ﬁ fitted variable to this crOssssez:;::‘::Zla;.et;veud' xll;:mgeci:fﬁciml of
improvement in agricultural output ’rl;:,_g o retse in Sxperience will b‘:n e = likels e
farmers with o ; "~ 18 Position is in consonance ‘with o E soost 2 ; und 3!

, much experience tend . Eyo and Asuquo (2011) who 0
occupation that requires not so much skills but experi L improvement iy

= s g 530
e Yhus pProductivity overtime. qugb"
improving Ql'ltput.' TS garner their experience on the JO
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5,0 Conclusion and Recommendations

This study c_onc.hu_ie.s that there is low interest for agriculture among youths. The majonty of the
r's‘,‘?,,,;lﬂ:ms are mmd with formal education so as to ensure close proxianuty to informarion from MFBs'
officials and _:udoptwn of new agricultural technology. The inability to secure land for culuvation exposes
frmers 10 enjoy loan ranging between 100.000-500,000 naira to support and sustain their farming activities.

oweVer. _due to the financial constraints attached to loan acquisition from MFBs' like short repayment period
and high interest rate, most of the respondents perceived loan acquired not improving their farm output. The

regression {35“1' found ﬂlﬂl_lpan ﬁ?m MFBs, repayment period, interest rate and farming experience have
significant imipact on possibility of improving agricultural output. It can therefore be inferred that loans from
MFBs have significant impact on improving agricultural output while repayment period and interest rate of
Joans were the hindering factors that brought about the decline m agricultural output. The study therefore

ds that ble loan acquisition process must be put in place by the MEBs in order to improve the

Tec
output of fanmers. In addition, the following measures are also germane for palicy umplementanon

a single dagat

i Urgent need for the CBN as a matier of policy to review the monetary policy rate to

apd sLﬂ:.se_q‘:wmly direct microfinance banks to increase lending to the agricultural sector on a
B single digit interest rate.
i Financial institutional reform must be carried out to ensure 2 meditim or long term spread of

principal payment, s0 as to pave fime for farmers to harvest and dispose crops for money in order
to ease loan repayment. ;

. Sensitization through seminars and capacity building by stakeholders like MFBs are necessary (o

educate farmers on the efficient allocation of the loan towards meeting their farm business target.
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