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Abstract— The study investigated micro-credit administration
among vegetable farmers in Niger State, Nigeria. Structured
questionnaire was administered on 240 respondents to collect the
data analysed using descriptive statistics, linear and multinomial
logit regressions to examine factors that determine access and
repayment of credit. The findings showed that the respondents had
average family size of five, average age of 41 years, average farm
size of 2.5ha and low educational background. About 62.5% of the
respondents obtained their credit from informal sources while
37.5% patronized formal sources. The study shows that mean
disbursement was N54,650 as against mean application of N61,079.
Age, gender, household size, interest rate and educational level
where among the factors that influence repayment capacity of
vegetable farmers. It is recommended that microfinance institutions
should extend credit to farmers based on need and not solely based
on their technical requirements so asto ensure that the farmers are
ableto achieve their farm targets and hence pay back the loan.
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. INTRODUCTION

Credit in Agriculture is crucial given that majgriof the
poor in developing countries are farmers. In thst lavo
decades, development planners have shifted theirsférom
supporting large scale capital intensive projestmeeting the
needs of poor people, especially rural communifiesday’s
attempt at constructing a development frame-work seen
governments and the private sector committing rawgas of
money into financing the activities of farmers tgh
microcredit [1]. Some farmers are poor because thétyate
small areas from which they produce little outpot @ence
sell only a very small amount, which in turn canhelip in
expanding the farm or acquiring new technology laece the
cycle continues. Credit to small holder farmers tafp in
breaking this cycle. Credit is required to purchasproved
technology which is vital for increased output aoderall
expansion of the farm. Credit can, however, onlyp hie
breaking the poverty cycle if the farmers are awafehe
technology and are capable of using it. Creditdtasys had a
special place in the mainstream thinking of conieerat
economic theory [2]. It has been observed by E8]kHat in
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increasingly become the target of credit provisiesgecially in
the developing countries [4].

In an effort to improve the growth and output of
Agriculture in Nigeria, Government initiated margrigultural
credit policies and programmes aimed at improvimg dredit
needs of farmers. The crucial roles agriculturey gla the
country’s economy, the structure of production wlrerthe
small-holder dominates, producing 90-95% of totalcultural
output, the rate of increasing urbanization cutyeriteing
experienced, and policy shift towards smallholdaces 1988
demands repositioning of the sector. This requfieancial
boosting as most of the farmers are very poor aaddquate
finance has hindered meaningful development irsdwtor [5].

In order words, credit is not a panacea for impdove
agricultural production. Credit to small farmerstlre absence
of the knowledge and use capability of technologyn even
prove harmful since the farmers can become heavilgbted
and be unable to pay back. In Nigeria as in theakthe sub-
Saharan Africa, access to financial services isdad access to
credit is much lower [6]. The realization of theedeto tackle
the problems of agricultural finance, the Federav&nment
(FG) established Nigerian Agricultural and Co- @tiee Bank
now transformed to Nigerian Agricultural Co-opevas and
Rural Development Bank (NACRDB) in 2000. The Centra
Bank of Nigeria (CBN) directed Merchant, Mortgageda
Commercial banks to give credit to farmers at cesicmary
interest rates to address the problems militatirgirest
agricultural development and finance. Recently, Hegleral
Government introduced the Commercial Agriculturaledit
Scheme to provide credit facilities to small holdarmers
through co-operative groups. The government, in028&t
aside N200 Billion to be accessed through the CBN i
collaboration with participating commercial bankéowever,
these measures present a mixed result with farmassgg
issues ranging from retrogressive bureaucracy octgssing
and disbursement procedures to lack of organizedkethdor
farm produce from loans collected while the barllega low
rates of repayment by farmers. In the past margitcagencies
were scrapped for gross inefficiency while otheesenvheavily
subsidized in order to keep afloat. This action doee
necessary because of high defaults rates amongwens [7T

the 1950s and 1960s, provision of credit was thg kelending institutions are concerned about risks ciased witm

instrument for breaking the vicious cycle of poyere. low
savings and productivity. Admittedly, from early7D8& up to
the present time, the rural poor and small scalmdes have

default. High defaults in many cases above 50% Hmen & o
recorded by lending institutions. This study therefcritically &
examined the factors that determine credit accesd a
repayment by vegetable farmers in Niger State. iBhiicause
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vegetable production has short gestation period Gard be -

grown in two or three cycles in a year. It also lgh
productivity, sales very fast with high cash vallidne crop
grows well under irrigation that produces more meuthan
rain fed. The outcome of the demand for credit ddpeon the
lending practices of the credit agencies. Accordmgnderson
[8], credit institutions are concerned with loséesn untimely
repayment or default, seek to minimize these byosimgy
carefully the distribution of credit across farmerén
investigation into the relationship between
circumstances and characteristics and their receipt
otherwise of credit may shed light on the factbwt influence
the lenders behaviour. Also a number of reason® Heeen
adduced to loan default, little is known about #féect of
socio-economic factors affecting loan repaymentacip of
small scale farmers.

Il.  METHODS

The study was conducted in Niger State of Nigefiae
State lies between latitude 80 211 North (N) an@ 301N
and Longitude 30 301E and 70 201E in the North raént
Geopolitical Zone of Nigeria. The State is bordetedthe
North by Zamfara State, to the North-east by KeSBtaite, to
the South by Kogi State, to the South-west by Kw&tite, to
the West by Benin Republic and Kaduna State andréaeral
Capital Territory (FCT) border the State strateliycto the
North-east and southeast, respectively.

The data for the study was obtained from primamnyrces
and complemented with secondary. A total of 27@aasdents
were selected through multi-stage sampling from ttree
Agricultural zones of the State. First stage sangpkonsists
of selection of two Local Government Areas purpebifrom
each of the three agricultural zones of the Statemse are
Gbako & Mokwa in zone I: Chanchaga & Rafi in zohand
Mariga & Magama in zone lll. The second stage ingol
selection of one extension block from the Local &owent
Area followed by the selection of three extensieth and then
finally the fourth stage selection of five vegetaldhrmers
from each of these cells. Structured interviewdtedale was
administered to collect cross sectional data frohe t

logit and multiple regressions. The socio-economic
characteristics of the respondents were describsithgu
descriptive statistics while the factors that deieed access

to micro-credit were determined using equation (1).

Y = (X1, Xa, X3, X4, X5, Xe, X7, Xg, Xg, X10)
(1)

farmers Where Y = Amount of micro-credit (access) X Age (in

years), % = Educational background (No. of years spend on
formal education), X = Annual income from farming and
non- farm activities, X= Farm size (ha), = Farming status

(1 if full time farmer, O if otherwise), &= Interest on loan
(%), X; = Gender (1 if male, O otherwise)g X Marital status

(1 if married, O otherwise), & Family size (No. of persons),
X10 = Extension visit (No of extension visits withihet last
one year).

The factors affecting the micro credit repaymergetable
farmers were determined using the multinomial lgisiodel.
Multinomial models are appropriate when individuaan
choose only one outcome from among the set of rytua
exclusive, collectively exhaustive alternatives.eT¢hoice of
this method is based on the fact that the levelloain
repayment (dependent variable) is a categoricahbkr which
can take three (3) levels (those who have completglaid =
0, those who have paid 50%=1, and others =2). The
probability that theith farmer belongs to thgh repayment
group reduces to equation (2) while the generalized
multinomial model is expressed in equation (3) ahe
probability of being in the base outcome grouprisspnted in
equation (4). Where i = 1,2..n variables k = @, groups and
Bj= a vector of parameters that relates ¥o the probability of
being in group j where there are j+1 groups. Thdouzs
independent variables included in the final mode A; =
Age of farmer (years), X= Gender (1 = male, 0 = female); X
= Household size (no of persons), X Farm size (ha), %=
Group membership (1 = participant; 0 = non partioi), X =

respondents. A total of 240 out of 270 questiormair Extension visits (No of extension visit),; X Amount of loan

administered were returned which represents 89¢%eofotal.
The population for the study was made up of alletable
farmers in Niger State with focus on farmers thaiveh
benefited from micro-credit from institutionalizeacro-credit
agencies. The data for the study was obtained fiom
combination of primary and secondary data. The ystwes
conducted using the structured interview schedaoledlect
data. The respondents were vegetable farmers’ holtse
head. Trained Enumerators from the Niger State cdriral

Development Project were employed to administer the

guestionnaire. Statistical tools used in the anslyd data
generated include frequency distribution, percezgagneans,

received (N), X = Distance from dwelling to the bank (km),

Xg = Non-farm occupations (1 = engaged, 0 = not eedpg

X10 = Visit by loan officials (1 if received, 0 if oghwise), X

= Loan disbursement lag (time between applicatimh &ctual

loan disbursement) in months; % Interest on credit (N), %

= Income from farming activities.
eﬁ_/Xi
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el bulk of the farmers is therefore still energetid ahould be
) = reasonably enterprising, which a lot of positivelitations for
1+ Zeﬁ WXi
k=0 (3) TABLE I. SOCIO-ECONOMIC CHARACTERISTICS
1 Variable Freq. %
P. = Age in (years
i0 3 20-30 10 4.18
1+ Mo 31-40 o1 37.93
P @) 41-50 12€ 53
51- above 13 4.89
Pij Mean Age 41yrs
In— = ﬁiXi Sex
P, Male 231 96.25
! (5 Female 9 3.75
Bs = -(B1+P2) (6) Marital Status
InL M_arried 238 99.17
LRI =1— Single 2 6.83
Family Size
InZ, (7) 1 97 40.42
To estimate the model the coefficients of the lageome | 5-8 123 51.25
are normalized to zero (0). This is because thbatitities for | 9-12 19 7.92
all the choices must sum up to unity. Hence, foh@ices only %A?ggrt]’%"se é 042
(3-1) distinct sets of parameters can be identifi@ad | £y cational leve
estimated. The natural logarithms of the odd rafiequations | qQuranic 90 37.50
(2) and (3) give the estimating equation (5). Tiemotes the | Adult 57 23.75
relative probability of each of the other groups tlee | Primary 27 11.2¢
probability of the base outcome. The estimatedfimefits for $e°°”d?2’ : 66 27.50
each choice therefore reflect the effects of Xis the | 5 0 —FPoo e ; L o
likelihood of the farmers choosing that alternatre¢ative to | g.19 114 4771
the base outcome. The estimation was done usinta Stai1-15 88 36.82
Statistical/Data analysis 11.2 software (9). Thalfiestimates | 16-20 28 11.72
were selected based on the variables that convedgedg | 220 2 0.62
iteration. The coefficients of the base outcome ewdren mgirf‘plots e i
recovered with equation (6) in line with Nmadu, &weter (10) | ; 7 2.92
where ;3 = coefficient of the variable of the base outcome 221 92.08
(those who have completely repaifl),= estimated coefficient | 3 12 5.0
of the 50% repayment group; = estimated coefficient of the| Mean 2
others group. In addition, the partial derivativ@smarginal | Famsize (ha)
. L X 0-1 9 3.75
effects and quasi-elasticities of the model weriobd from | ;1 93 38.75
the software. Finally, McFadden’s (11) likelihocatio index | 2.1-3 70 29.17
(LRI) also known as pseudo?Rsimilar to the Rin a | 3.1-4 45 18.75
conventional regression, were computed via equafion | 4-1-5 7 292
where, InL = log-likelihood function, InL= log-likelihood f/ig;bg;fm " 251h§ 6.67
computed with only the constant term. Participation in community associations
Participant 231 96.26
lll.  RESULTS AND DISCUSSION Non Participar _ 9 3.7¢
Access to Extension Service
The results of the analysis and the discussiom@fésults | Yes 236 98.33
are presented in this section. No 4 1.67

A. Socio-economic and demographic characteristics

The Socio-economic and demographic characterisifcs
vegetable farmers are presented on Table |. The rAga of
farmers based on the analysis of field data wasddo be 41
years and majority of them are male (96.25%) andrieta
(99.17%) with average household size of 5. Theageefarm

agricultural productivity, loan repayment capaciigk bearing
abilities and innovativeness of a farmer.

B. Amount of Credit Demanded and the actual amount
disbursed

Table Il shows amount of credit applied for and amaoum
of micro-credit received by farmers after satisfyicreditors’ &P
requirements by farmers in the study area. The niean ~

applied was N61,079 while the mean disbursement was

plots possessed by the respondents are 2 and ¢hagaviarm
size is 2.5ha. The distribution revealed that niigjoof the
vegetable farmers were between the age bracket-604years
of age (53%) in line with similar findings [12]-[15Thus, the
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N54,650 indicating that farmers received far belohat they
sought for which might be due to a number of casts. The
factors are likely to be related to the inabilifytioe farmers to
convince the creditor his capacity to repay thenlaa well as
lack of appropriate security.

TABLE II. AMOUNT OF LOAN APPLIED FOR AND THE ACTUAL DISBURSED
Amount applied (N) Freg. %

< 30,000 23 9.58
31,000 - 60,000 83 34.58
61,000 — 90,000 132 55
91,000 — 120,000 1 0.42
121,000 — above 1 0.42
Mean N61,079

Amount disbursed (N)

< 30,000 102 42.5
31,000 - 60,000 82 34.17
61,000 — 90,000 30 12.5
91,000~ 120,00t 20 8.3¢
121,000 - above 6 25
Mean N54,650

C. Determinants of Loan Demand

The estimates of the determinants of loan demaed anB: F( 31,
presented on Table Ill. The’?Rvas 0.62, indicating the about 3667
62% of the changes in demand and access for loa wa

explained by the exploratory variable and F- ratias
significant at 10%. The results showed that ageicatibn,
annual income, farm size, interest rate and mastttus were
significant. Age was positive implying that the etdpeople
have more access to credit than younger ones. cbuikl be
attributed to the fact that since older people temdbe more
risk averse, the financial institutions are morenfwrtable in
dealing with them. Older farmers also tend to adaypire
innovations based on experience garnered from faynthen
they will demand for more farm credit or loan. Tlewel of
education attainment could be interpreted that witbher
education, the farmer had the greater potentiabflmption of
improved farming technologies and even expand fagmi
activities which will require more capital, therelsading to
the demand for higher amount of farm loan. Farne $ias a
positive contribution to loan demand implying tHarmers
with larger farm size will demand higher volumel@dn. Most
large scale farmers however own some level of dabép
securities like life insurance policies, governmeeturities
[16]. The analysis also revealed that interest wagative,
attributable to the fact that with higher the ietr rate, the
amount of loan demanded will be lowered [17]. Fansiize
was positive suggesting that larger households tmigjtize
family labour which helps to reduce labour cost améate
avenue for improved efficiency. There is tenderttgt tmore
adults in farming household implies more workforegsich
might lead to harnessing more capital in orderntieet labour
cost. It is important to emphasized that considamatare
attached to provision of tangible assets and ntibkoapital as
security for credit by financial institutions whictioes not
favour small scale farmer because they are defician
acceptable collateral. The level of education shitnasfarmers
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with some level of education have high chancescogssing
loans than illiterate ones.

D. Determinants of Loan Repayment Capability

The result of the estimates of the explanatory aldeis
affecting repayment capacity is on Table IV. Theutes show
that the set of significant explanatory variables gheir sign
vary across the groups. The coefficient for genelducational

TABLE III. COEFFICIENTS ONCREDIT DEMAND OF FARMERS
\Variable Coefficient Marginal Elasticity
Effects

Age in (years)
Years in formal education
Annual income (farm/non- farm

-141.338** (410.9909)
5263.78* (4771.076

-0.12168** (0.050915|-0.1474 | -0.1217

Farm Size (ha) 30446.28*** (3763.924) 30446.3 0ZB9
Farming Statu -63712.1 (25023.8 -6371:  |-0.559¢
Interest Rate (¥ -44460.6*** (146458.€ |0.0690: (44446
Gender 36507.9*** (13712.36)| 36507.9 0.298683
Marital status 111718.3** (52056.56) 111718 0.99243
Family Size 3403.225** (1548.868)| 3403.23 0.17645
Extension visits 1837.193 (2452.068)

Constant -57951.7 (48892.96)

*P<0.10

201)= 10.80*, K 0.6248, Adjusted R 0.5669, Root MSE=
Values in parenthesis are standard erf®t®<0.01, **P<0.05,

TABLE IV. COEFFICIENTS OF MULTINOMIAL LOGISTIC REGRESSION
DETERMINING REPAYMENT CAPABILITY

Repayment capacity | 1 2 3
Distance (km) 15.547* (11.65)| -15.00 -0.5459* (GR9
Farm Size (ha) 8.74* (8.6080) 9.45 -0.711* (0.4138)
Number of Plots 13.20 (16.299) 12.35 0.85(1.2331)
Farming -2.48453* 2.53** | -0.05 (0.1208)
Experience(years) (1.6396)
Educational Level 2.70* (2290.4) 2.50 0.19 (1.1133)
Household Siz -0.11* (0.5760 -0.34 0.23577 (0.158(
Gender -6.08* (4273.6) 10.80**  16.89 (3334.5)
Age 0.11 (0.0954) -0.04 -0.06 (0.0502)
Constar 8.69 (6264.¢ 4.37 -13.05 (3334.2

NB: LR chf(26) =97.37, Prob > ch0.0000, Log likelihood=-49.828, Pseudo
R?=0.4942. 1=Those who have Completely Repaid tloging, 2=Those who
have repaid more than 50% of the loan (base outc@r&he others. Values
in parenthesis are standard errors, ***P<0.01, 0@, *P<0.10

status and years of farming experience were sagmififor both
groups relative to the base outcome but with diffésigns and
levels of significance. While gender is negativer fine
complete repayment group it is positive for the 5@ayment
group relative to the base outcome. Also, whilecational
status is significant at 10% level for both groups$s negative
for the complete repayment and positive for the 50%
repayment group. Years of farming experience isatiegly
related to loan repayment at the 10% level for cheplet
repayment and 1% level for the 50% repayment g@s
According to the results, probability of completayment
reduced by the sex of the respondents while thbatitity of
50% repayment group is increased by sex relativether
group. Majority of the respondents were males héragpears
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that among the men, some have repaid 50% of thedod commercial production by farmers. In addition, the
while some have completed payment. Table 3 alsiwatei  microfinance institutions should extend credit aonfiers based
that the probability of complete repayment is imsed when on need and not solely based on their technicaiirements so
the respondents have attained higher educaticataisstThis is as to ensure that the farmers are able to achiesie farm
hardly surprising as only more educated farmersldvbiave targets and hence pay back the loan. CBN shouldpebm
acquired the knowledge base that is necessaryderstand the microfinance institution to provide loans to farmesnd to
nature of credit acquisition and repayment. Houkklsize mitigate the repayments problems, a close reldtiprsetween
tends to reduce the probability of complete repaynie spite lender and borrower can be applied through momigpri
of the large family size. The result here seemsuiggest that business adviser and regular meetings and sup@rvisior
the third group what is encouraged by household ®nding example, a reward system for prompt payment cowdd b
to contradict the estimate of marital status. Hosvewthe introduced similar to the credit bay back programmder the
possibility of larger households evading their oesgbilities Agricultural Credit Guarantee Scheme Fund (ACGE&Hally,
the loan disbursement should be done on time g0 asoid
diversion to non-agricultural use.

TABLE V. DISTRIBUTION OF RESPONDENTS BASED ON PROBLEMS
ENCOUNTERED
Problen Freq % REFERENCES
Bureaucratic Bottlenecks 83 34.58 [1] ke, P.C., & J.O. Abojei (2009). Access and loapasgnent in Delta
Distance from Sources of Credit 20 8.3 State Agricultural loan scheme, Nigeria; proceesliofithe 2% Annual
Collateral & Security demanded 187 77.9 National Proceedings of the "#3nnual National Conference of Farm
High Interest charged 150 62.5 Management Society of Nigeria, held at Usman Dawéodniversity
Non-granting of amount applied 87 36.25 14-17" Dec.2009.pp.25-33.
Payback in Period 93 38.75| [2] Todaro, M.P (2000[Economic Development Addison Wasley Longman.
Inc. Seventh Edition.

: [3] Etuk, E.J. (1985). The Nigerian Business Environtman Introduction
SUCCT' askpay_mﬁ_nthOf ti)ées’YleV'eS’f ]fees_and _evexyrrm(l;t of to Business and Society in an African Economy, MidamPublication.
credit taken is higher [18]. Years of farming exgece reduces [4] Ahmed, E. (1981), The distribution of rural incorime Pakistan. The

the probability of both complete repayment and 50%

Y . dis incidence of inequality. Department of Economicsnivérsity of
repayment, quite contrary to expectation as itxjseeted that

Warmick, discussion paper No. 13, September, 1981.

with growing experience in farming, the farmer lidesto better [5] Hyande, A.A., ObohV.U. & EziheJ.A.C.(2007). Loaepayment
understand the production technology and all aatedti Among Smallholder Maize Farmers in Kalke Local Guweent Area,
challenges thereby forming models of how to dedhsuch P'at_ealu Stlatev Nigeriaconsg_'idaﬁo?,@‘)f ngWIth and Dﬁfg'of;ment of f
PR : : Agricultural sector  proceedings of "9 Annual National Conference o
challenges |ntU|t|v_er. But with the chaIIengesrs_undlng the Nigerian Association of Agricultural economics (NEA Held at
respondents, particularly the low level of eduagtiexperience Abubakar Tafawa Balewa University, Bauchi Nov.52807. pp. 110-
alone seems inadequate to guarantee loan repayment. 114.
[6] Tunde, P. (2009). Credit Infrastructure and PrivaEterprise
E. Problemsfaced by Vegetable Farmersin Accessing Loans Development Nigeriayww.creditreferencenigeria.com
ST [7] Arene, C.I. (1992). Loan Repayment and Technicaishance among
Table vV ShOW§ the dISt_rIbutlon _Of farmers accordtog Small holders Maize farmers in Nigeria. In Africegview of money,
the problems faced in accessing credit. The rem;_masaled that Finance and BankingA supplement of savings and Development
77.9% of the respondents indicated that collatera major journal, 1, 65-70.
obstacle in credit acquisition. Closely related #ne high [8] Anderson, J. (1990). “Does Regulation improves sfaamers” Access
interest charged (62.50%), payback period (42.%élay in to Brazilian Rural CreditJournal of Development Economics, 33. pp.
processing loan application (38.75%) and non-gngntof 67-87.
amount requested (36.25%) respectively. [9] Nmadu, J.N., & Peter, J. (2010). Small scale Fasimeillingness to
take Agricultural Insurance in Paikoro Local Goweent Area of Niger
State. In: Nmadu, J.N., Baba, K.M., Likita, T., OM.A., Yisa, E.S.,
IV. CONCLUSION Ibrahim, F.D. (eds).Commercial Agriculture, Banking Reforms and
- . Economic down-turn: Setting a new Agenda for Agricultural
Repayment capability and capacity of small scatenésis ~ pevelopment in Nigeria. Proceedings of the 11th National Conference of
have remained the greatest challenge in microcredit the Nigerian Association of Agricultural Economisigld at Federal
administration in Nigeria, mainly bothering on héghdefault University of Technology, Minna, Nigeria.
rate. This study investigated the determinants @én$ [10] Mcfadden, D. (1974). The Measurement of Urban Demasurnal of
application and capacity of small scale vegeta@tmérs in the Public Economics, 3, 303-328. _ -
study area. The results revealed that vegetabieefar relied  [11] Ngaski A.A., Kamba A.A., & Senchi, I.D. (2009). AgsAcquisition

more on informal sources of credit such as friemdkgtives,
Adashi, money lenders than formal sources. Age, gender,
household size, interest rate and level of educatie the main [
policy variables and determines the repayment dégpatthe
respondents. In view of the foregoing, strengthgnthe
existing credit institutions is required for effieet loan
delivery. This will ultimately provide the necesgdunds for
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Scheme on Rural Household income and poverty inriYemirate of
Kebbi State, Nigeria. Proceedings of the™2&nnual National
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