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Abstract: The significant contribution of available, accessible and affordable credit to the alleviation of
capital constraints and poverty reduction among resource – poor agricultural households is not in doubt.
This has formed the basis of this study whose objective is to identify significant farmer – related socio-
demographic factors that affect the flow of adequate credit facilities to rural farmers. Using cross-sectional
data collected from 300 randomly selected loan beneficiaries of the Nigerian Agricultural, Cooperative and
Rural Development Bank (NACRDB), the t – test showed a statistically significant gap (P#0.01) between
credit demand and credit supply.  According to the multiple regression analysis, the coefficients of annual
income, distance, farm size and previous loan status showed positive signs and were significant, indicating
that all the variables encouraged larger loan size to farmers. The paper recommends increased flow of
capital to NACRDB for onward disbursement to farmers. By so doing, farmers will increase their farm
sizes and income thereby attracting larger loan size.
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INTRODUCTION

Credit for the smallholder, especially in agriculture
is assuming increasing importance in many parts of the
world as a deliberate response to the needs of
numerous entrepreneurs with limited capital base . In[1]

Nigeria, the present government emphasizes the
transformation of smallholder agriculture from
subsistence orientation to market orientation and thus
requires the availability of adequate capital. Credit or
loanable fund (capital) is regarded as more than just
another  resource  such as land, labor and equipment
– because it determines access to all other resources on
which farmers depend. The reasoning is that farmers’
adoption of new technologies necessarily requires the
use of some improved inputs, which must be
purchased.

Traditionally, capital for investment in agriculture
comes from two potential sources, namely, personal
savings of the farmer and farm credit. However,
because of low yield and price uncertainty associated
with farming in developing economies, farmers are
often entangled in the vicious cycle of low output, low
income, low savings and low investment, which again
result in low output- a concept often referred to as the
vicious cycle of poverty . Therefore, farm credit[2]

either from the formal or informal sources remains the
major means of improving farm capital investment.  In
response to this need, the Nigerian government
established amongst others the Nigerian Agricultural,
and Cooperative Bank (NACB) in 1973 (now Nigerian
Agricultural Cooperative and Rural Development Bank,

(NACRDB) to cater for the credit needs of the
agricultural sector.

It is generally agreed among researchers and
policymakers that lack of access to adequate credit can
have significant negative consequences for various
aggregate and household level outcomes, including
technology adoption, agricultural productivity, food
security, nutrition, health, and overall household
welfare . Availability and accessibility to credit by[3]

farmers can alleviate capital constraints on agricultural
households.  Most farm households show a negative
cash flow during planting season because of
expenditures on agricultural inputs, and on food and
essential non-food items . Therefore, to finance the[4]

purchase of essential production inputs, farm
households need to obtain credit. Thus, access to
adequate credit can significantly increase the ability of
poor farmers with little or no savings to acquire
agricultural inputs.  Furthermore, easing potential
capital constraints through the granting of credit
reduces the opportunity costs of capital-intensive assets
relative to family labor, thus encouraging the adoption
of labor-saving technologies and therefore increasing
land and labor productivity, a crucial factor in
encouraging development, in particular in many African
countries .[5 ,6]

Availability of credit to farmers also increases their
risk-bearing ability. The mere knowledge that credit
will be available to cushion the effect of any risky but
potentially profitable investment may induce a
household to bear the additional risk. Households
including farmers may therefore be willing to adopt
new, riskier technologies .[7]
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One common problem faced by farmers that have
access to credit is that they are often given far lower
loan size than what they apply for. This according to

. is because, while farmers compute their credit needs[8]

based on private information about markets and their
own entrepreneurial ability, banks opined differently
and therefore allocate relatively small size of loan that
could be economically and socially efficient.  Lending
institutions are cautious of the high risk associated with
agricultural projects and therefore approve small loan
size to farmers . Apart from natural hazards and other[9]

technical risk  factors, the socio-demographic
characteristics of the prospective borrower may also
constitute a set of determinant variables in the
allocation of loan size. This paper attempts to
contribute to the improvement of credit decision-
making by examining the effects of socio-demographic
factors on approval of loan size for farmers. 

MATERIALS AND METHODS

The Study Area: Benue State is the study area and it
lies in the middle belt region of Nigeria between
Longitude 6 ú 35’E to 10 ú ú  E of the Greenwich0 0

Meridian and Latitude 6 ú ú  30 N  8 ú ú ú  10’N of the0 0

Equator.  The State has a population of 2,780,389 and
occupies a landmass of 30,955 square kilometers .(10)

Benue State experiences a typical tropical climate with
two distinct seasons, the wet or rainy season and the
dry season. The rainy season lasts from April to
October with annual rainfall in the range of 150 –
180mm. The dry season begins in November and ends
in March.

Most of the people in the State are farmers while
inhabitants of the riverine areas engage in fishing as
their primary or important secondary occupations.
Benue State is acclaimed the nation’s food basket
because of its diverse rich agricultural produce which
include yams, rice, beans, cassava, soya beans,
benniseed, maize, sorghum, millet, tomatoes and a lot
of fruits. Poultry, goat, sheep, pigs and cattle are the
major domestic animals kept.

Data Collection: The population for the study was
made up of all arable crop credit beneficiaries from the
Nigerian Agricultural, Cooperative and Rural
Development Bank (NACRDB) in Benue State for the
2005 cropping season. A total of 300 respondents were
selected through a two - stage stratified sampling from
the three agricultural and geopolitical zones in the
state. The six branches of NACRDB (with two
branches located in each of the three zones) formed the
primary sampling strata. A simple random sampling
technique was then used to select 300 loan
beneficiaries. Structured interview schedule was used to
collect cross sectional data from respondents.

Data Analysis: Statistical tools used in data analysis
include frequency distribution, percentages, means, t-
test and multiple regressions. While frequency,

percentages and means were used to describe the socio-
demographic characteristics of respondents, the paired
– sample t-test was employed to test for any significant
difference between the amounts of loan demanded by
and supplied to farmers.

Mathematically, the paired sample t – test as
applied here is stated below:

         (1)

D = difference between paired observations
(amount demanded and amount supplied)

       = mean of the difference
 N    = number of paired observation
 N -1 = degree of freedom

Multiple linear regression model was used to
analyze some factors affecting the size of loan received
by respondents. This was specified as follows:

1 1   2 2  +  3 3 4 4 5 5Y  = á   +â X   + â X â X   +  â X   +  â X   +

6 6 7 8 8  9 9 iâ X   +  â X7  +  âb X +  â X  +  e

Where
Y = Amount of credit received by respondents (N)

1 X  = Age (years); 

2X   = Gender; 

3X   = Education (years)

4X   = Annual income   (N);

5X   = Farming Experience  (years);

6X   = Distance between home and source of loan
(km); 

7X   = Farm size (ha); 

8X   = Household size;  

9X   = Volume of previous loan received (N);  
á   = Constant;

s â   = Regression Coefficients;

i        e  = Error term.

RESULTS AND DISCUSSION

Socio-demographic Profiles of Respondents: The
socio-economic and demographic  profiles of
respondents are shown in Table 1. Results indicate that
majority of the farmers were males (77.7%) with an
average age of 45.1 years. Farmers spent an average of
8.3 years in formal school, while they had a mean
household size of 8.0 persons. In general, their farm
sizes averaged 2.2 hectares with a mean annual income
of N24, 380. Farmers also had an average farming
experience of 22.2 years. The three major arable crops
grown include cassava, yam and rice.

It can be inferred from the foregoing analysis that
the sampled farmers generally fall within the active
farming age with long years of farming experience.
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However, given their low level of education, small
farm size, low annual income and large household size,
availability of credit may help to improve their farm
output and productivity.

Size of Loan Applied for and Received by
Respondents: Table 2 showed the distribution of
respondents based on size of loan applied for and
received. While majority of the respondents (66.3%)
applied for above N100, 000.00, only 9% were given
loans above the N100, 000.00. Almost half (49%) of
the respondents received below N41,000.

This is a common phenomenon that farmers’
demand for credit is far higher than the supply due to
several criteria used for screening successful
applications. However, enquiries from the management
of NACRDB showed that due to gross shortage of
loanable funds, available funds were rationed among
the numerous successful applicants, hence the low size
of individual loans.  Consequently, low loan size that
is inadequate for meaningful farm investment is likely
to be diverted by farmers to solve petty family (non-
farm) needs, hence negating the primary purpose of the
loan.

It was also observed  that failure to adequately(11)

meet the credit needs of low-income groups such as
rural farmers can affect their family income negatively
thereby worsening their poverty condition. 

Determinants of Size of Loan Received by
Respondents: Table 4 showed the regression estimates
of the determinants of loan size received by
beneficiaries. Four functional forms (linear, exponential,
semi-log and double-log) of regression analysis were
fitted. The exponential function gave the best fit to the
data based on econometric and statistical criteria
considered. Of all the explanatory variables fitted, the
coefficient of age, gender, education, income, distance,
farm size, household size and previous loan status were
positive, indicating a direct relationship between them
and the size of loan received. Only farming experience
had a negative coefficient indicating an inverse
relationship between it and size of loan received.

The t-values for income, distance, farm size, and
previous loan status were significant (P#0.01),
indicating that each of these explanatory variables had
significant relationship with loan size. The F-value was

also significant (P#0.01), indicating that the collective
contribution of the entire explanatory variables to the
variation in the dependent variable is significant. The
coefficient of determination (R ) value of 0.416 shows2

that about 41.6% of the variation in loan size was
accounted for, by the variations in the explanatory
variables fitted in the equation.

The ‘income’ variable with a positive significance
implied that high-income earners received larger
amounts of loan than low-income earners. This may be
explained by their perceived influence in loan
negotiation and promised ability to pay back. Also, the
positive relationship between ‘distance’ and loan size
suggests that priority attention was given to applicants
from relatively distant location, hence the farther away,
the residential distance of farmers from the bank; the
larger is their loan sizes. Farm size with positive
significance means that loan size increases with size of
the applicant’s farm. This agreed with earlier findings

. that farm size is one of the strong factors usually[12]

considered by banks in determining loan size for
farmers.  Furthermore, evidence of ‘previous loan’ had
positive sign in accordance with a priori expectation,
meaning that previous loan beneficiaries were more
likely to access larger loan size than first beneficiaries.
This may be so because lending institutions rely on
previous performance of prospective borrowers as one
of the major determinants of volume of loan to be
approved for them.

The remainders of the regressors are insignificant.
Among them, age, gender and household size all had
positive effects on loan size.  The positive sign for age
is explained by the fact that, farm size tend to increase
with age up to a certain level and as a corollary, loan
size increases with age.

Gender is another dummy variable (with zero for
female and one for male) that has a positive sign.
This result means that male beneficiaries tend to be
granted higher volume of loan than their female
counterpart. This is understandable from the position of
a male farmer as a major decision maker and
titleholder to farmland in Africa . With respect to[13]

household size which has a positive sign, lending
officials may have considered this as a reliable source
of family labor and hence the tendency to approve
higher amount of loan for these applicants with larger
household  size. The  only  insignificant regressor that

Table 1: Selected Socio-demographic Profiles of Respondents

Variable Freq. Percentage M in.  Max.  M ean

Age (years) - - 29 62 45.1
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Education (years) - - 0 19 8.3
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Farming Exp. (years) - - 2 52 22.2
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Household size - - 2 24 8.0
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Farm size (ha) - - 0.7 8.0 2.2
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
Annual Income (N) - - 15300 84000 24380
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------



J. Appl. Sci. Res., 5(4): 354-358, 2009

357

Table 1: Continued.

Gender

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

M ale 233 77.7 - - -

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Female 67 22.3 - - -

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

M ajor arable crops grown

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Cassava 292 97.3* - - -

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Yam 231 77.0 - - -

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Rice 187 62.3 - - -

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Potatoes 101 33.7 - - -

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

M aize 97 32.3 - - -

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Groundnut 68 22.7 - - -

* Total percentage > 100 due to multiple responses.

Source: Survey data, 2005.  

Table 2: Distribution of respondents according to size of loan applied for and received

Size of loan Amount Applied for Amount received 

N ----------------------------------- ---------------------------------

Freq.  % Freq.  %

#  20, 000 7 2.3 41 13.7

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

21,000 – 40, 000 10 3.4 106 35.3

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

41, 000 – 60, 000 54 18.0 86 28.7

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

61,000 – 80,000 13 4.3 17 5.7

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

81,000 – 100, 000 17 5.7 23 7.7

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

> 100,000 199 66.3 27 9.0

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Total 300 100.0 300 100.0

Source: Survey Data, 2005

Table 3: Summary of M ean Scores and Paired sample t- Values for differences between size of Loan applied and received by respondents 

Variables M ean  N t- values df

Size of loan applied for 211,666.7

--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

39.34** 299

--------------------------------------------------------------------------------------------------------------------------------------------------------------------------------

Size of loan received 50,536.7

**Significant at 1%  level of probability 

Source:   Survey data, 2005

Table 4: Summary of regression analysis (four functional forms) on determinants of loan size received (2005 farming season)

Determinant Variables Linear Exponential Semi-log Double-Log

Constant 1270.78 4.18 -202592 2.458
-----------------------------------------------------------------------------------------------------------------
(13962.62) (0.11) (76467.18) (0.567)

1X (Age) 151.282 0.004 -6177.68 -0.162
-----------------------------------------------------------------------------------------------------------------
(394.213) (0.003) (41378.76) (0.307)

2X (Gender) 3134.034 0.02 5148.13 4.73x10 -2

----------------------------------------------------------------------------------------------------------------
(4226.87) (0.033) (5002.61) (0.037)

3X (Education) 569.84 0.005 31776.9 0.242
-----------------------------------------------------------------------------------------------------------------
(408.177) (0.003) (17765.44) (0.132)

4X (Income) 6.24x10 * 5.6 x 10 * 44152.56* 0.361*-2 -7

-----------------------------------------------------------------------------------------------------------------
(0.018) (0.000) (11150.04) (0.083)

5X -269.137 -1.1 x 10 -6336.24 -4.4x10(Farming Exp.) -3 -2

-----------------------------------------------------------------------------------------------------------------
(293.869) (0.002) (11306.06) (0.084)
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Table 4: Continued.

6X (Distance) 221.318* 0.0022* 25359.0* 0.252*
-----------------------------------------------------------------------------------------------------------------
(45.569) (0.000) (5864.88) (0.043)

7X (Farm size) 4345.99** 0.003** 57527.13* 0.433*
-----------------------------------------------------------------------------------------------------------------
(1900.5) (0.015) (13161.97) (0.098)

8X (Household size) 123.15 3.2 x 10 -10449.0 3.32x10-3 -2

-----------------------------------------------------------------------------------------------------------------
(620.56) (0.005) (13786.35) (0.102)

9X (Prev. Loan) 1.043* 0.00007* 3597.141** 4.87x10 *-2

-----------------------------------------------------------------------------------------------------------------
(0.101) (0.000) (1423.96) (0.011)

R 0.407 0.416 0.196 0.2782

---------------------------------------------------------------------------------------------------------------------------------------------------------------------------------
R 0.389 0.397 0.171 0.256-2

F – Statistic 22.129* 22.828* 7.814* 12.369*

**    - Significant at 1%  probability level
*     - Significant at 5%  probability level

bears negative sign was farming experience and this

contrast with a priori expectation. It means that

increasing the farming experience of farmers lead to

decrease in loan size.  The likely explanation is that

these farmers may have used their long farming

experience to source for alternative farm income (other

than from NACRDB), hence the negative relationship

between farming and loan size.

Conclusion: The study showed that majority of the

loan beneficiaries had poor socio-demographic

background such as low level of education, small farm

size, low annual income and high family size.  Also,

the size of loan received by respondents was far lower

than the amount applied for, largely due to shortage of

loanable funds at the NACRDB. The study further

identified farmer-related factors such as income,

distance between home and bank, farm size and

evidence of previous loan as having significant effects

on the size of loan received.  It is recommended that

government should increase the volume of loan

facilities to the NACRDB for onward disbursement to

qualified applicants.  By so doing, the individual loan

size of farmers will increase and this may lead to

increased farm output, productivity and income.  
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