International Journal of Environment, Agriculture and Biotechnology (IJEAB)

http://dx.doi.org/10.22161/ijeab/1.4.55

Vol-1, Issue-4, Nov-Dec- 2016
ISSN: 2456-1878

|ncome Analysis of Farmerswith and without
Accessto Credit in Southern Agricultural Zone,

Nasarawa State, Nigeria
*Girei A. A.',Ohen S. B, Jimmy O.B!

'Department of Agricultural Economics and Extensidasarawa State University, Keffi, Nigeria.
’Department of Agricultural Economics, University@&labar, Calabar, Cross River State, Nigeria.

Abstract— The study analyzed the differences in income
farmers with and without access to credit in Southern
Agricultural Zone, Nasarawa State. Nigeria. The specific
objectives were to; Identify and describe the various
sources of information regarding access to credit,
determine the income levels of farmers with access and
without access to credit,compare farmers with access and
those without access to credit in the study area and identify
constraints to access to credit by farmers. Multi-stage
sampling technique was used to select a sample of one
hundred and eight (108) respondents. Data were collected
through the use of structured questionnaires and analyzed
using frequency, percentages and t-test. The study revealed
that there was a significant difference between income of
farmers without credit and those without credit. Majority of
the farmers with access to credit were within the income
levels of N200,000 and above representing 61.1%, while
majority of those without access to credit are within income
levels of less than N200,000 and accounted for 83.4%.
Some of the constraints identified include; Risk associated
to agriculture due to crop/livestock failure (23.66%),
Uncertainties associated to price fluctuation of agricultural
products (18.32%), Inadequacy of the amount to be given
(15.78%), Fear of harassments (11.45%) and
Formalities/bureaucracy associated to acquiring credit
(11.2%). However, despite these problems, some small-
scale farmers still to produce food for own consumption
and some surplus for the market. This study therefore
recommends that government at all levels as well as other
credit delivery institutions should take more pragmatic
steps in providing regular and sustained financial support
for small-scale farmers in order to improve their s
economic activities. This will ensure increased production
and a boost in agriculture over a long period of time.
Government policies also need to be re-directed on
government sponsored and guaranteed agricultural
financing schemes that could favour the smallholder
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farmers who are the prime producers of food crops in
Nigeria both for consumption and export.

Keywords—Assessment, Income Difference, Farmers,
Access to Credit, Agricultural Zone.

l. INTRODUCTION
A sound financial sector is critical for sustairebtonomic
growth and therefore poverty reduction and foodusgc
Credit has become increasingly accepted as a powtedi
to lift the rural poor out of abject poverty (Doreand
Philip, 2014). It plays crucial role in providinglief of
distress for farmer for the purchasing of inputghsas;
seeds, fertilizer, cattle and farm implements (Psrland
Yusuf, 2005). It also enables small scale farmersuy
inputs they need to increase their agriculturaldpotivity
(Nosiru, 2010). Moreover, credit improves the wedfaf
the rural poor through financing consumption andueng
the opportunity cost of highly valued assets andptdg
labor saving technologies (Zeller al., 1998). Also, credit
helps to insure the rural poor against the vulnénalof
shocks (flood, drought and others) by reducingdbst of
the farmers to cope up with these shock, though ¢hin
also be looked at as risky and source of defaultthzy
financial institutions. Credit along other inputsck as
fertilizer, improved seeds, and agro-chemicalsemsential

towards the attainment of rapid and sustainable

development (Doreen and Philip, 2014). These ingpatt
the credit on the poor explained the crucial rolean play
in the reduction of poverty and improving the likelod of

rural households.

Access to credit generally refers to the possibilitf

individuals or an enterprise to access financialises from

the formal sources or carrying capacity of loansnir
financial institutions accessibility is determindgy the

demand of clients with existing supply of crediorfr

different banks. (Elia®t al., 2015).According to Diagne
(2007), rural poor suffer from lack of access tonfal
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credit. Formal institutions such as commercial Isaakd/or
development banks, however, still cannot reach pber
small scale farmers in Nasarawa state and alsoridige
large. Some crucial factors contributing to thebility to

get banking services on the part of the rural pedude the
poor incentives created for smallholders in prawdioans,
unaffordable cost of delivering services or higimaction
costs associated with small loans to target houdshand
inability to enforce contracts and avoiding asymmyeif
information (Nguyen, 2007). Also, institutions’ setion
criteria such as income, gender, credibility in commity,
age (active age group), permanent residence, dkarac
assessment, willingness to join credit group of-sellected
members to co-guarantee the loan of fellow groumbress,
prior experience of saving and loan repayment, supp
letter from their respective peasant associatiom duit to be
the key challenges that small holder farmers féogting
their access to and demand for credit (Kereta, RdB7en
when they (formal banks) provide, they direct thedd to
the specific production activities, ignoring parf the
demand side. To deal with these problems, the govent

of Nigeria and other Non-governmental organizations
(NGOs) established microfinance institutions(MFI&)
reach out to a large number of rural poor. Howevee,
MFIs have no clear criteria for targeting the pcoref the
poor, which shows that MFIs are drifting away froheir
original mission of reaching the poor (Ejigu, 2009)
Enhancing Financial Innovation and Access (EFINBQ&)
reported that 23 percent of the adult populatioiNigeria
has access to formal financial institutions, 24cpat to
informal financial services, while 53 percent arefcially
excluded. It is obvious that if the problem of padyes to

be tackled among the rural households in Nasaraate S
Nigeria, there has to be fundamental transformaidn
small-scale production system to a more modernized
agriculture, which would make use of improved fanputs
and modern technology. Provision of credit serviceshe
poor has been considered as one of the strategiesd:to
reduce poverty and promote rural entrepreneurship.
Increasing access to financial services hold tlenjge to
help reduce poverty and improve development outsdoye
enabling the poor to smooth consumption (in casks o
adverse shocks such as poor rain, plant diseasagase
food price), start or expand businesses, cope mgthand
increase/diversify household income. Having actessnd
acquiring financial services by the rural poor farmis one
way of improving productivity in the agriculturakeator
(Irzet al., 2002).Credit has been increasingly accepted as a
powerful instrument to lift the rural poor out objact
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poverty. It plays a crucial role in increasing agtiural
productivity via building up production assets (Aanh
2000). It is also enables smallholder farmers test in
land improvements and thereby adopt new agricdltura
technologies such as high yielding seeds andlifers that
increase their efficiency and income (Zeller andcargie,
1998).

In developing countries, lack of credit constitugesritical
constraint to adoption and use of improved inputsl a
modern technologies of farming (Mpuga, 2008). Mamsbr
families in developing countries have limited ascde
formal financial services, including credit, savngnd
insurance (Bauchetal., 2011). They, therefore, rely on a
variety of informal credits such as local moneyiersd
relatives, friends, or merchants. These optionsteveever,
not ideal as they tend to be expensive and untelidlhis is
largely because banks and other formal financialice
providers, such as insurance companies, traditiphalve
not considered the poor as a viable market andtrzgios
rates for formal financial services in developirmuitries
are extremely low. The inability to acquire formaledit
support has constrained poor farmers’ capabilitgxpand
their production and improve their living condition
technology adoption, nutrition and health (Bauehet.,
2011).

Credit is an important instrument for improving tielfare
of the poor directly through consumption smoothgrtimat
reduces their vulnerability to short-term incomedégbite
and Adeleye, 2011). It also enhances productivaaapof
the poor through financing investment in their hanzand
physical capital. Credit provision to agricultuseane of the
pre-requisites for farmers to increase their adptical
output in the process of agricultural developmeftao
country (Vinod and Prajapati, 2013).

Along with other inputs, credit is essential fotaddishing
sustainable and profitable farming systems (Adeghitd
Adeleye, 2011). Most farmers in Nigeria and paftdy in
NasarawaState are smallholder producers engaged in
diverse agricultural activities. Experience hasvandahat
easy access to financial services at affordablet cos
positively affects the productivity, asset formatioand
income and food security of the rural poor (Etonit al.,
2013). Many Micro Finance Institution provides |gaior
various agricultural production, value additionpgessing,
storage, marketing and transport, resulting inremease in
the use of agricultural inputs and increased outpit
agricultural product thereby creating more job apyaties
to the various player, (Veerpaul and Amritpal, 20There
is evidence which shows that a large number oflrura
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farmers are marginalized, and thereby do not hagess to
micro credit (due to high transaction cost assediatith
small size of the loan and different requirementpdsed
by the lenders).

Studies have been carried out on determinants a#sacto
credit. For instance, Etonihu, et al, (2013) carrmut a
study on  Determinants of access to agriculturaldic
among crop farmers in a farming community of Nasara
State, Nigeria.Other studies are; determinantsralisscale
enterprise credit demand in Oyo state, Nigeria bt al .,
2012) and Factors Influencing the Demand for Credit
Among Small- scale investor in Meru, Kenya (Omboi
(2011). However, none of these studies dealt wittomne
differences between farmers with and without acdess
credit. Yet information on this is necessary forlipo
decisions that can impact positively on farmer's
productivity and income. This will in turn help in
stimulating growth in the country’'s GDP and devehgmt

of the economy, alongside employment generationrand
material availability. This study is therefore dgsd to fill
this gap.

The study will answer the following research quosti

i What are the sources of information regarding
access to credit in the study area?

ii. What are the income levels of farmers with
access and without access to credit in the
study area?

iii. Are there differences in income between
farmers with access to credit and those
without access?

iv. What are the major constraints faced by
famers when seeking access to credit
facilities?

Objectives of study

The general objective of this paper is to assessnie
difference between farmers without and without asct®
credit in Southern agricultural zone, Nasarawa eStat
Nigeria. The specific objectives were to;

i Identify and describe the various sources of
information regarding small scale farmers’
access to credit in the study area.

ii. Determine the income levels of farmers with
access and without access to credit in the
study area.

iii. Compare farmers with and without access to
credit with a view to determine difference in
their income.
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iv. Identify the constraints affecting small scale
farmers in the study area with regards to
access to credit.

Hypotheses

The hypothesis of this study is as follqws

HO,: There is no differencein income between farmeith w
access to credit and those without access to credit

. METHODOLOGY
Study area
NasarawaState is located between latitude®8208 and
8°18N and longitudes G65E and 0%0 E in the central
geographical zone of Nigeria. The state was created
alongside other five in 1996 and has grown to bexome
of the top tourist states with its magnificent hésu
landscapes and spectacular highlands (Adisa, 2011).
According to the state ADP, Nasarawa state is diviohto
three (3) agricultural zones namely; western aditical
zone, central agricultural zone and the southericatural
zone respectively. Its total land area is 27,13yK88. The
state shares borders in the west by the FederaitaCap
Territory, Abuja, in the North by Kaduna state lire tsouth
by Benue and Kogi states and in the East by Plaaeal
Taraba states respectively. Nasarawa state lidimnwibe
guinea savanna region and is characterized bypécaiosub
humid climate with two distinct seasons. The wedse®
lasts from about the beginning of May and end itoBer.
The dry season is experienced between November and
April. Annual rainfall 1,288mm.Nasarawa state has a
diverse range of ethnic groups with its own didtidi@lects
but Hausa is commonly spoken among the peoplesite
has a population of about 1,863,275 people as texghdry
the National Population Commission (NPC, 2006) waitt
a projected population of about 1,915,544.67 far 2015
applying the projected growth rate of 2.8% (NPCQ&0
The ethnic groups included: Afo, Agatu, Akye, Alago
Baribari, Bassa, Egbirra, Eggon, Fulani, Gude, Ghag
Gwandara, Hausa, Yahaya Ari, Wadata, DadinKowa
,Sabongari, Jukin, Kanuri,Mada, Ninzom, Arum, Rinde
Yeskwa and Tiv with about Twenty-nine (29) language
The study was conducted in the southern agriculzoae
of the state which consists of the state capitéilel. ®oma,
Obi, Keana and Awe. Farming is the main occupabiotie
people of the state and the crops produced inckaksava,
yam, rice, maize, guinea corn, melon, beans, s@mnd
Acha and Millet. The state is also blessed withciones
mineral resources like columbite, coal, aguamasaé,etc.
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Sampling size and Sampling Technique

Multistage random sampling procedures were used in
selecting respondents. In the first stage, thréeld8al
Government areas were selected from the five ¢ball
government areas constituting the southern agullt
zone using simple random sampling. In the secoadest
three (3) villages each were also selected randénmy the
three (3) LGAs to give a total of nine (9) villagd®n (108)
farm household constituting both those with accesd
those without access to credit was randomly sedegsing
a list of farmers from each of the nine (9) village give a
sample size of ninety (108) farming household fobe t
study.

Data Collection

Primary data was used in the study. The data witected
with the use of structured questionnaire. Inforomtthat
was collected from the farmers are their socimeenic
characteristics such as age, marital status, @dacdiarm

size, household size, household consumption, credit
information, income.

Methods of Data Analysis

In analyzing the data obtained from the administere
structured questionnaires both descriptive andremfial
statistics will be used. Descriptive Statisticstsas; mean,
frequency distribution tables was used to summagize
satisfy the information acquired to achieve objexi), (ii)

and (iv). While, inferential Statistics, namelyudént t-test
was adopted and applied to analyze objective (iii).

(i) Analysis of Mean:

This technique was used to estimate the income and
compare farmers with and those without access editcr
which is objective (iii). It was used to test thailln
hypothesis of no difference between farmers witteas to
credit and those without, with regards to quanbitynput,

income. The test statistics is given by the forraulalow;

(1) Standard Deviation ol the sampling distribution ol the means OF 31
- £ / . '\
Qe _ fa2 4w
/ N N
. 3 N>
i \‘
\ '
(il) Test of Significance T = X — X;
S
Wiien 5 = Sunple variance
b kA 5 W Aoty |
N = Mean o samypii
X»= Mean of sampie 2

Ny = Size ol sampl

- as L earraasl

M. RESULT AND DISCUSSION
Distribution of respondents according to source of
information
The analysis regarding the sources of informatiorci@dit
and other related financial services availablehto farmers
has been captured in the Table above and it revwbhats
majority (83.3%) comprising 45 farmers got their
information through credit institution agents, évlled by
those that got from cooperative society and numige#i4
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farmers (81.5%). Forty three (43) farmers reprasgnt
79.6% obtained information about credit throughirthe
participation at town hall meetings while thosettlgat
information through friends and extension agentoacted
for 64.8% and 63% respectively.
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Table.1l: Source of information on availability of credit

Variables Frequency Percentage
Friends 35 64.8
Credit Institution
Extension agents 45 83.3

34 63
Coop. society 44 81.5
Town hall
meeting 43 79.6
Total 201*

Source: Field survey, 2016 *Multiple response
Distribution of respondents with access to credit
according totheir income levels

Table 2 depicts the distribution of the farmergwétcess to
credit in the study area. The analysis revealetirttggority

(19 farmers) of the respondents felt within theome level

of N 100,001 toN 200,000 and this accounted for 56.2%.
This was followed by farmers with income level @tleen

N 300,001 andd 400,000 and this as well represented
25.9%. Thirteen respondents which accounted fol%4.
were within income bracket d¥ 200,001 toN 300,000.
Only 2 respondents (3.7%) had less thah00,000 as their
income with the remaining 6 farmers (11.1%) hacdme

of overM 400,000. From this it can be concluded that the
probability of the farmers to access agriculture¢dd is
generally high for the farmer’s with higher incothan less
income farmers. This study is in line with otheudies
which indicated that income of the farmers affechedess
to credit positively and significantly (Adegbite dan
Adeleye, 2011).

Table.2: Income distribution of farmers with accessto credit
Income level &) Frequency Percentage Mean
Below N100,000 2 3.7 95,000
100,001-200,000 19 35.2 96947.4
200,001- 300,000 13 24.1 225,538
300,001 - 400,000 14 25.9 38%,2
Above 400,000 6 111 439,372
Total 54 100

Source: Field survey, 2016

Distribution of respondents without access to credit
according totheir income levels

Table 3 captured the distribution of respondentthouit
access to credit according to their income levEfe result
indicated that significant number of the farmerastituting
28 and accounted for 51.9% had income level oftlessN
100,000 with a mean income 856,470 while those in the
category of income levels of betweéh 100,001 and¥
200,000 represented 17 farmers and accounted f&%31
with the remaining 16.7% (9 farmers) had their imes
within N 200,001 taN 300,000.also shows that majority of
farmers without access to credit have income lef@bout
N 100,000 with 51.9%, also it show that 31.5% have

betweenM 100,001-M 200,000 and 16.7% with N
200,001-N 300,000. Over all, the findings of the study
implies that, holding other factors constant, thisralways
demand for additional finances for the householdtias
and other essential farm operations but, at lovelteof
income, a farmer has limited resources to save enégss
demand for credit than at higher levels of incorigs(is a
probable assumption because economic activitiesjsnend
expenditure, increase with the individual farmemsome
and possibly household size). It may also be a true
assumption that with higher income, the farmers rbay
able to save more and acquire assets which carsdzkas
collateral to borrow loan, should there be a need.

Table.3: Income distribution of farmers without credit

Income level &) Frequency Percentage Mean
Below N100,000 28 51.9 56,470
100,001-200,000 17 315 139,575
200,001 - 300,000 9 16.7 246,220
300,001 - 400,000 - -
Above 400,000 - -
Total 54 100

Source: Field survey, 2016
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Income difference between far mers with/without access
Table 4 below presents the result of the t-teshefincome
difference between farmers with/without access redit.
The result of the findings revealed a significaiffedence
between farmers with access to credit and thoshowit
access to credit at 1% level of significance. Tfaee the
null hypothesis which states that there is no diffiee
between farmers with access and those without acites
credit is rejected in favour of the alternative byesis.
This implies that access to credit has a signific@apact on
farmer’s income in the study area. This is becaergel of
income determines the demand for credit, economic
activities and needs, and therefore expenditurease with
the individual's/household’'s income. It may also toee
that with higher income, a household is able tcesanre
and to acquire more assets that could help in xpareion
and development of farmer's existing investment

opportunities which eventually will lead to improgecial
and economic well-being of the farmers’ househohdl a
contributing to the economic development of theiames
GDP. This finding is in line with the observationsmade
Elias et al. (2015) who reported that the abilityhe ability

of the farmers to have access to agricultural tredl
increase with increase of the income or the exstin
financial status of the farmers and this helpséatedmining
the probability to obtain agricultural credit frofimancial
institution. This is further attributed to the lemd
expectation that, farmers with higher income lewdsnot
make use of agricultural credit for financing their
consumption and other household social servicethera
they solely make use of the credit for the operatio
purpose for which it was meant for (production and
expansion of the business)

Table.4: Income difference between far mers with/without access

Item N Mean Standard deviation t-value
Access 54 2.7828E2 102.61586
No access 54 1.1963E2 62.49416 13.612*

Source: Field survey, 2016* Significant at 1%

Constraints affecting small scale demand for credit from
financial institutions

Table 5 below depicts that majority of farmers (§9%
reported that risk associated to agriculture due to
crop/livestock failure were the major constraiftsis result

is not surprising, considering the effect of climathange
and global warming being experienced not only & study
area but globally. It is noteworthy that most difet
respondents (representing 66.67%) considered Uxiotes
associated to price fluctuation of agricultural guwot this
can also be attributed to the Nigeria economy.

47.61% was due to fear of harassment, 40.74%
formalities/bureaucracy associated in acquiring ditre

Other major constraints include; inadequacy of dheunt

to be given and strong level of conditions assediatith
acquiring credit with 34.26%. As stated earlier onigy of
the farmers in the study area are poor and in setale
subsistence agriculture. Their farming activities dot
generate enough revenue to enable them purchasd fix
assets that they could use as collateral. Agaofitgarned

is not enough, especially when economics of scalpuit
into consideration, and as such it is assumedntioat of it
would be swallowed up by the interest charged as a
constraint.

Table.5: Constraints to access for credit

Constraint Frequency Percentage
1. Application procedures are complicated 23 5.85
2. High interest rate 19 4.83
3. Fear of harassments 45 11.45
4. Strong level of conditions associated with acqgjrgnedit 35 8.91
5. Inadequacy of the amount to be given 62 15.78
6. Risk associated to agriculture due to crop/livestfadure 93 23.66
7. Uncertainties associated to price fluctuation afadtural products 72 18.32
8. Formalities/bureaucracy associated to acquirindicre 44 11.20
Total 393*

Source: Field survey, 2016 *Multiple-responses
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V. CONCLUSION AND RECOMMENDATIONS

The role of agricultural credit on the developmaeoit
agricultural sector is magnificent. Accessible dred
enhances farmer’s purchasing power by enabling ttem
acquire modern technologies for their farm produrcti
Access to the credit however seen to be limited rgmo
small holders farmers due to certain constraints.
Furthermore, it has been revealed by the study ttiee
was significant difference between those farmersh wi
access to credit and those without access. Risicia$sd to
agriculture due to crop/livestock failure and unaieties
associated to price fluctuation of agricultural gwots were
the major reasons why farmers shy away from demgndi
for credit in the study area.

Policy Implications:

To encourage farmers demand for credit, policiesighbe
formulated by government and other institutions thark

to alleviate financial constraints of farmers tdigate the
effects of the negative determinants and enhanee th
positive ones. Such policies should be targeted at:
improving the literacy levels of farmers and enagimng
farmers to join existing or form new cooperativiéss also
recommended that relevant stakeholders to streandizn
application procedures intensify enlightenmentdaniers

on loan procedures and promote flexibility on type
collateral demanded by financial institutions inder to

enhance access. Farmers should be encourage to form

cooperative groups to enable them pull resourcgsther

or form group to access loan from financial institns
since the group lending scheme ensures higher megraty
rate as the group leader serves as guarantor tbahies.
This promotes lenders confidence in advancing tréxi
addition, there is need for mobilizing and sensitiz
farmers about the need for and importance of cradie
achievement of this goal rests on the corresponding
institution for a strong policy on rural credit fimancially
empower the rural peasants in Nigeria.
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