THE IMPACT OF MICROFINANCE CREDIT ON AGRICULTURAL PRODUCTIVITY IN NIGERIA

ABSTRACT

This study was carried out to examine the impact of Micro-finance credit on Agricultural productivity in Nigeria. The study particularly assessed the different uses of micro-finance credit by farmers. Furthermore, the extent of credit accessibility and size of credit was examined. In order to provide precise data and give concise findings, the study was limited to farmers  in Otuoke, Bayelsa state. Inclusively, farmers from Oloibiri, Opume, Otakeme and Otuabula were included in this study. The study adopted the survey research design where 284 participants were enrolled in the study after seeking their consent. The researcher complied with the full covid-19 safety measures. Using the Pearson correlation statistics and the t-test statistical tool, the findings from the study revealed that there is a positive significant relationship between micro-finance credit and increase in agricultural productivity, additionally, findings revealed that farmers in Otuoke and other parts of OGBIA local government area of Bayelsa state do access credit financing  from Micro-finance banks. The study identified some challenges such as interest rate, long credit process, and delay credit financing.  The study strongly recommends government creation and maintenance of a financial infrastructure that supports agricultural credit financing. It should direct prudential regulation and supervision, especially for those institutions handling deposits, demanding information that clarifies the financial performance of banks, thereby ensuring transparency.
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CHAPTER ONE

INTRODUCTION

1.1
Background to the Study

In most developed countries, subsistence has been directly or indirectly linked to agriculture. According to the Food and Agriculture Organization (2016), more than 60% of the world’s population rely on agriculture as their main source of livelihood. About 75 percent of the world’s poor live in rural areas, and 86 percent of them earn money in agriculture (ECG, 2011). Maintaining a good crop is important for all of these people. Recently, the growth of agriculture has slowed down. Growth of the world's essential nutrients is approximately 1% per annum (FAO, 2009a), while the recent growth rate of the world's population is approximately 1.2%. Land is a rare commodity; Land expansion can not be achieved in many developing countries (ECG, 2011). 

As a result, the only solution would be to increase agriculture to meet the future food needs of growing people. Due to insufficient land for arable land and integration, modernization of agriculture in many parts of the world may result in faster-than-large-scale agriculture. grow. Therefore, developing more and increasing strategies and resource savings are important goals as well as diversification (Dixon et al., 2001). The discrepancy between the actual benefits of most crops and the actual crops suggests that there is a greater potential for increased food and crop production through efficiency (Zepeda). , 2001). 

The FAO estimates that about 80 percent of growth in food production in developed countries is due to crop production, and that only 20 percent crops of the area (FAO, 2009c). Therefore, significant strikes are important not only to meet the growing demand for more crops, but also to further deforestation, damage to the planet. accidents and global warming. From supplies and needs, recreational farming can play an important role in industry (Johnston and Mellor, 1961). For example, agriculture has provided raw materials to industry and other industries and needs input from the modern world such as research and development. information technology. In terms of demand, high yields can increase the incomes of the rural population and thus increase the demand for local products (Dethier and Effenberger, 2011).

In this way, it has the potential to create a seamless connection between agriculture and modern industry, create new jobs, and improve urban and residential incomes. Additionally, food security is among the challenges facing the world community. Food security refers to the situation when "everyone has to adapt their diet, lifestyle and lifestyle to an active, healthy lifestyle that meets their physical, health and economic needs at all times" (FAO, 2010) Olon. People think of it as a simple human right, but thousands of people all over the world, especially in low-income countries in the food sector, continue to suffer from poverty and hunger (IEG, 2011). Most of these people live in rural areas and rely on agriculture to meet their daily needs and livelihood. In this sense, improving the rural economy is often an important tool for reducing poverty, improving food security and improving rural living through the use of sustainable crops (Pinstrup-Andersen, Pandya-Lorch, 1998).

Another important factor in food safety is longevity. This means that cooking should be done not only for future generations, but also to order. The reality is that the average annual crop growth rate in the world fell from 2.42% in 1974-82 to 1.78% in 1982-90 (Rosegrant et al., 1995).) The leading rate in Asia is 2.62-1.66%, and in China 4-6.%. It shows a similar picture of other crops, such as corn, wheat, sorghum and other staple foods (Pinstrup-Andersen, 1994). Food security and food security benefit from many physical, social, economic and political factors, both nationally and internationally (Chang and Zepeda, 2001). In addition to infrastructure and infrastructure development, there is a need for several key economic sectors, population growth, population change, rapid urbanization, and revenue generation. In terms of support, agriculture can play an important role in supporting world food supply (Rosegrant, etc., 1995).

1.2
Statement of the Problem

The Nigeria Financial system have put in place policy that enables credit access. The objective is to ensure that farmers have access to credit to carry out their agricultural activities. Financial institutions such as micro-finance banks, commercial banks and the Agricultural Bank of Nigeria have urged them to increase lending to the agricultural sector. One way to do this is to evaluate whether the activities of the credit unions have responded to the analysis of the farmers involved in the credit market. The cultivation of various agricultural products, such as rice, requires high fees to cover the cost of cultivation during the growing season. 

Therefore, the micro-finance credit plays an important role in increasing agriculture (Iqbal, Munir and Abbas 2003). The importance of credit for small farmers in agricultural productivity cannot be denied (Siddiqi et al., 2004). The availability of credit services can help expand the technological development of agriculture, which can increase incomes.

Credit financing have played an important role in improving agriculture before planting and harvesting (Akpokodje, Lançon & Erensten, 2001); Therefore, it is very important that farmers receive income and credit on time, as argued by Saboor, Hussein and Munir (2009), to obtain the tools, raw materials and labour necessary for agriculture. Loans should be necessary not only for agriculture, but also for family consumption, especially during non-planting season. According to the National Bankruptcy Reform Commission (NAP), the Nigerian Agricultural and Cooperative Bank (NACB) is developing special loans to improve agricultural production. The number of loans for cereal production under the program increased from 3,000 in 1989. Up to 5,780 loans approved (Akpokodje, Lançon & Erensten, 2001). 

To improve the situation, the government has implemented measures such as the Nigeria Incentive-based Risk Sharing System for Agricultural Lending (NIRSAL), including the 2009 inveinvstment to increase productivity in Agriculture. Hence, this study is therefore carried out to assess the impact of micro-finance credit on Agricultural productivity in Nigeria.
1.3
Objectives of the Study

The aim of this study is to assess the impact of micro-finance credit on the productivity of the agricultural sector. Specifically, the study seeks to:

Determine the impact of micro-finance credit on agricultural production in Otuoke.

Assess the level of credit accessibility by farmers in Otuoke.

Examine the size of credit financing received by farmers.

1.4
Hypotheses of the Study

The following null hypotheses was developed and tested in this study

H01: There is no positive relationship between micro-finance credit and increase in agricultural productivity.

H02: Farmers in Otuoke do not have access to micro-finance credit.

1.5
Research Questions

The following questions provides a guide to the study:

How often do farmers access credits for Agriculture from micro-finance banks?

In what ways has the micro-finance credits benefited farmers in Otuoke?

What are the perceived challenges encountered by farmers in accessing credit services from micro-finance banks?

1.6
Significance of the Study

Micro-finance credit services specifically government-funded have adopted a traditional soft lending approach, mainly targeting the agricultural sector and other non-agricultural activities. However, the consequences were short-lived. The Nigerian economy can reap greater benefits if concrete measures are taken to save the agricultural sector. 

For the researcher, this work will be an opportunity for increased knowledge. To the farmers in Otuoke, they will better understand the opportunity provided by the micro finance banks to help increase their agricultural inputs. 

To the policy makers, the challenges and findings identified in this study will aid in developing policies aimed at increasing agricultural production and funding programs in Bayelsa state and more so in Nigeria. This study should not be seen as the end of research and decision making, but rather as a guide that takes into account its limitations.

1.7
Methods of Data Analysis

This study is a quantitative type of study and will adopt the Pearson correlation analysis to determine the relationship between micro-finance credit and increase in agricultural produce in Otuoke. Responses from the survey will be analysed using the chi-square statistical tool to test determine if farmers in Otuoke have access to credit facility provided by Micro-finance banks.

1.8
Scope and Limitation of the Study

This study intends to accommodate data and views on farmers in Nigeria and Agricultural productivity in Nigeria. However, due to inaccessibility of some information and in order to present precise and concise findings, this study will be limited to farmers in Otuoke, Bayelsa state and the activities of micro-finance banks in Bayelsa state. 

1.9
Organisation or Plan of the Study

This study will be carried out in five chapters. Chapter one explains the research problem, objectives for the study and the formulated null hypotheses. Chapter two reviews related literatures, builds a theoretical framework and reviews some empirical works. In chapter three, the methods and approach adopted for this study is explained. This includes the data collection method and the statistical tool. Chapter four presents the data collected and analyses this data for meaningful interpretation. In the fifth chapter, a findings from the previous chapter were reiterated. A summary for the study is ensured and a conclusion is reached.

1.10
Definition of Terms 

Agriculture: This in this study refers to all farming activities undertaken by individuals or groups for individual or commercial reasons.

Productivity: In this study refers to the various output achieved thriugh the labour or machinery applied by farming individuals or groups.

Micro finance credits: This refers to loan services granted by micro-finance banks for agricultural activities.

Otuoke: This refers to the place of study.

CHAPTER TWO

REVIEW OF LITERATURE

2.1 Introduction

In this chapter, the focus will be to review related and relevant literatures .on Agricultural productivity and credit financing. This review will be categorized into theoretical review and the empirical review.

2.2 Theoretical Literature Review

2.2.1 Risk and Uncertainty 

Theory Risk and uncertainty concepts in agriculture are subjects internationally discussed by theoretical economists and empirical analysts. The operations of a farm enterprise are not as protected as in the case of commercial and industrial enterprises. Forecasting farm income is a difficult task. Agriculture suffers from various risks and uncertainties for example risks emanating from natural hazards and calamities, risks of loss of property by fire, thefts, loss due to abrupt and wide fluctuations in prices of farm products and the risk arising out of the death or disability of the farmer. Credit risk is faced by both lenders and borrowers. An increase in farm investment will take place only when the risks and uncertainties in the minds of farmers are removed (Jugale, 1991) 

2.2.2 Demand and Supply Theory 

The theory of demand plays a very important role in business management because it looks at the concept of elasticity of demand and the determinants. It enables a firm to determine what to produce into the market, how much of it, when and where. Theory of demand forms the basis of pricing and it enables firms to measure the reaction of customers towards critical market forces. With intense knowledge and understanding of demand and supply theory, production and the subsequent sale of the produce is well forecasted. 

This reduces losses attributed to excess supply. According to Singh and Nyandemo (2007), quantities demanded will change whenever there is a change in the determinants of demand and supply. This therefore means that knowledge of elasticity of demand and supply is necessary because it is a measure of the responsiveness of demand or supply of a commodity to the changes in its price or changes in the income of the consumer. 

2.2.3 Agency Theory 

The effect of employing external debt rather than equity financing is that it reduces the scope for managerial perquisite consumption, which can have an adverse effect on the value of the firm. With debt outstanding, the most of excessive perks consumption will result in managers losing control of the company due to default and bondholders seizure of the company assets. 

Thus external debt serves as a bonding mechanism for managers to convey their good intentions to outside shareholders. Because taking on debt validates that managers are willing to risk losing control of their firm if they fail to perform effectively, shareholders are willing to pay a higher price for the levered firms. The use of debt to control the agency of external equity can be accomplished in two ways: Debt forces managers to be monitored by the public capital. If investors have negative view of management‟s competence, they will charge high interest rate on the money they lend to the firm or they will insist on restrictive bond covenants to constrain management‟s freedom or both. 

Outstanding debt limits management‟s ability to reduce firm value through incompetence or perquisite consumption, (Jensen, 1986). The discipline that debt provides has been further explored by Jensen (1989) and Ofek (1993). They argue that high leverage can provide benefits in the dynamic sense that companies with high leverage ratios may respond more quickly to the development of adverse performance than companies with low debt to equity ratios. 

Ofek (1993) argues that: A choice of high leverage during normal operations appears to induce a firm to respond operationally and financially to adversity after a short period of poor performance, helping to avoid lengthy periods of losses with no response. The existence of debt in capital structure may thus help to preserve the firm‟s going concern value. The above however, are still considered to be insufficient to outweigh the agency cost of debt. The cost entail writing detailed covenants into bond contracts which sharply constrain the ability of the borrowing firm‟s managers to engage in expropriate behavior. The agency cost reduces the benefits of the debt interest tax shield. However an optimal (value maximizing) debt to equity ratio is reached at the point where the agency cost of debt equals agency cost of equity. 

Need for increased agricultural productivity 

Increased agricultural productivity is essential around the world to feed the global hungry people. Agricultural productivity is low in Sub-Saharan Africa in compared to other developing regions like South Asia and Lain America (ECG, 2011). For example, an average farmer in Sub-Saharan Africa gets a maximum of 2 metric tons grain per hectare whereas an Indian farmer receives double, a Chinese farmer gets four times more, and an American farmer gets five times more of what an average farmer of Sub-Saharan Africa gets (AfDB-IFAD, 2010). Hence, productivity should be increased in Sub-Saharan Africa. To increase agricultural productivity in Sub-Saharan Africa, it is necessary to know about the obstacles of agricultural production as well as productivity growth in agriculture in that region. Limited land rights, inadequate access to water, insufficient access to credit, underdeveloped rural roads and transport infrastructures, narrow market support, underprivileged agribusiness activities, and underinvestment in research and extension etc. are some of the major constraints in agricultural productivity in that region (IEG 2010). 

In addition, institutions like coordination within organizations and among the donor agencies are also most difficult task and are related to market failures and property rights. Six action areas namely i) access to land and formation of land rights, ii) access to water, iii) access to credit, iv) improve transport and marketing facilities, v) market opportunities, agribusiness activities and policy reforms, and vi) investment in research and extension have to be prioritized to improve agricultural productivity in SubSaharan Africa (ECG, 2011). 

Moreover, weakness in institutions and in any of these action areas can slow down the agricultural productivity in these regions. Hence, appropriate institutional framework is also necessary for that region. Interventions in these areas can create different scenarios in agricultural production  in Sub-Saharan Africa. For example, investment in agribusiness, which can help in increasing productivity, improving market opportunities for smallholders, delivering reasonably priced, nutritious and healthy foods to growing urban and semi-urban populations, increasing employment opportunities, and eventually improving food security and may contribute in rural and regional economic growth in Sub-Saharan Africa.

Impact of Credit on Productivity 

As far back as the 1960s, Takes (1963), studying the impact of credit on agricultural production in Okigwe division of the then Eastern Region found that lack of credit impeded farmers expansion of land holdings as well as agricultural production in general. He observed that farmers that benefited from government loans made considerable gains, though the amount per farmer and the number that benefited was small. 

Jongur (1993) in a study to analyse the performance of agricultural cooperative societies which had access to credit and non-co-operators, in Gongola State made the following observations: 17 (i) Co-operators had significantly larger farm sizes. (ii) Co-operators used more labour (iii) Co-operators had significantly higher farm incomes than non- co-operators. 

Findings on farmers’ elasticities of production by Tarauni (1996) showed that the fertilizer variable was the only, and the most efficiently utilised resource among the sampled farmers in the study area. The labour and land resources were found to be under-utilised. Net farm income was found to be higher among the borrowers, implying greater profitability among the borrowers than non-borrowers. Ilebanmi (1983) in Ondo State concluded that (a) borrowers had larger farms and (b) borrowers had higher operating expenses and investment per hectare. 

In Kwara state, Mobayo (1987) studying the impact of credit on small farmers’ income in Oyi Local Government Area used regression models to compare borrowers and nonborrowers and found that credit had a positive effect on farmers’ income. Idah (1996) also observed farm income to be positively correlated to credit. Aiyedun’s (1996) results showed that the farmers’ gross and net farm income were greater after the implementation of the programme than before and the difference between the two groups was significant. His results further showed that labour had the most positive effect on crop output, both before and after implementation. Other studies have however shown and highlighted that certain other factors influence input use and productivity apart from credit. 

Auchan (1986), analysing the impact of institutional agricultural credit on the farm size, output and adoption of new technology by farmers in Funtua Local Government Area of Katsina State observed that apart from being 18 influenced by credit, farm input is influenced by factors such as years of formal education, non-farm income, farm size, value of assets and the gross farm income in the preceding year. 

Fabiyi and Ositimehin (1984) studying the impact of credit on rice production in Oyo and Ondo States also observed that factors such as farm size, amount of credit and farming experience influence farmers’ output. 

Idah (1996) also discovered in his own study, that respondents’ socio-economic characteristics influenced their use of credit where he observed that the older borrowers honoured their loan obligations more than the younger ones, while the younger and more educated farmers adopted more modern inputs. There is still the need for further research in Credit Impact Studies. According to International Fund for Agricultural Development (IFAD) in 2000, the primary aim of microcredit programmes is to alleviate poverty by increasing borrowers’ earnings. 

In the process however there may be other impacts such as schooling and family planning decisions. As such IFAD states, it is difficult to determine the precise impact of microcredit because of the fungibility of loans. Tarauni (1996) had also earlier stated that one thing that is lacking in credit impact studies is research on farmers with the same type of resource base. He opined that if non-borrowers with higher resource base are sampled there would not be much difference in their input use and productivity, which could lead to inconclusive results
Access to Credit and Agricultural Productivity 

Agriculture forms the back bone of any meaningful economic development in the developing countries and this explains why credit facilities should be made available and accessible to the rural areas in order raise productivity (Adera, 1995). Access to credit by the poor farmer enable them to obtain new machinery, improved seed fertilizers and other necessary inputs needed toexpand thescaleof production(Akwai-Sakyi, 2013). Likewise, Yu(2008) posits thatbeyond the ability to procure farm equipment, agricultural inputs, modern technologies and irrigation systems, smallholder farmers are able to obtain the needed storage facilities. 

Beyond increase in productivity and income, access to credit affords rural households the opportunity to improve their social well-being especially in the area of health and education (Millerand Ladman, 1983). Access to rural credit has the capacity to raise the level of the national income distribution of the country (Miller, 1977). This assertion is informed by the perspective that the bulk of the people in the country are engaged in the area of agricultural and therefore if farmers are able to secure such financial support then it may go a long way to improve their economic contributions to the country. 

IFAD (2007) contends that during off farming seasons or after poor harvest, access to credit could raise the income status of the low income rural households. Again, they further add that in situations of income disparities between smallholder farmers and large holder farmers, credit may be used as a tool to bridge such a poverty-widening gap. Ahma (2010) argues that access tocredit enables poorrural farmers toventure into newareas of economicactivities, broadentheir sourcesof capital and manageshocksand stress thatare bound to occur. He further stated the poor farming households majority of who are impoverished have to develop the habit of saving, obtaining loans for production and transferring cash. Oyateye's (1980) position is nodifferentas according tohim, the persistent case of low productivity resulting in low income and saving capacity could only be offset when the poor rural farmer is guaranteed access to a credit facility. He added that credit improves the capacity of the smallholder farmer to have access to labour. Poor income households could lift above the poverty line provided they could reliably have access to a number of micro-finance activities in order to strengthen their asset building capacity. Access to credit, to them, strengthens the need for the poor rural households to achieve food security.

Brief overview of the agricultural finance schemes in Nigeria 

The schemes for financing agriculture have the first objective of encouraging banks to lend to the sector despite the relatively higher inherent risk and uncertainty. This was done by providing the banks with low-cost funds for lending. Another way was to cover their risk exposure to some extent using one instrument or the other. The second objective is promoting farmers’ access to credit by the provision of concessionary terms. 

Agricultural Credit Guarantee Scheme Fund (ACGSF), 1978 till date. Established by Act No. 20 of 1978, this offers a 75 per cent guarantee backed by the Central Bank of Nigeria (CBN) on agricultural credit in default, net the amount realized from the disposal of security for such credit. Financing is at market-determined interest rates. The CBN offers a rebate equivalent to 40 per cent of the loan interest when loans are duly repaid. This scheme deals with small scale farmers who need small loans to operate. For instance, in 2005, more than 70% of all loans were smaller than fifty thousand naira to each farmer who applied and accounted for 36% of total loan value. Only 11% of all loans were larger than N100, 000and accounted for 32% of total loan value. The scheme has, however, suffered bureaucratic and administrative bottlenecks. For instance the processing of applications and claims has been slow so much so that at the end of 2005, there was an accumulated backlog of 4064 unprocessed claims, the oldest of which dated back to 25 years (IFPRI, 2008).

Small and Medium Enterprises Equity Investment Scheme (SMEEIS), 2001.  This is a voluntary initiative of the Bankers’ Committee to support micro, small and medium enterprises (MSMEs), including agro and agro-allied businesses. Financing is in form of either debt or equity. In the case of debt, the borrowing rate is not to exceed single digit. 

Refinancing and Rediscounting Facility (RRF), 2002 to date. Banks that lend long-term to agriculture and are in need of liquidity are availed an amount which is a certain percentage of the outstanding asset portfolio to long-term agriculture by the CBN at reduced rates at the discount window. 

Agricultural Credit Support Scheme (ACSS), 2006 till date. The initial ACSS fund of N50 billion was established with contributions mostly from the CBN and deposit money from banks for the financing of large agricultural projects such as establishment or management of plantations, cultivation or production of crops, livestock, and fisheries and farm machinery and hire services. The borrowing rate is 14 per cent, with the CBN absorbing 6 per cent while the borrower pays 8 per cent at full repayment. The purpose of ACSS is to facilitate the development of the agricultural sector by advancing credit to farmers at low interest rates. By pursuing this strategy, the government hopes to exert downward pressure on prices of agricultural produce, especially food, leading to reduced inflation, increased exports, diversification of government revenue base, and increased foreign exchange earnings. 

Large Scale Agricultural Credit Scheme (LASACS), 2009. A N200 billion fund established by the Federal Government in the wake of the current global economic crisis to finance large integrated commercial farm projects with an asset base of at least N350 million (excluding land) with prospects of increasing this to N500 million in three years time, and medium-sized agricultural enterprises with an asset base of N200 million (CBN, 2009). The terms of borrowing are favourable, including a long tenor and single digit lending rate. 

Supervised Agricultural Loans Board. Most state governments set up these boards to dispense finance in form of credit to farmers. It should be added that aside this boards, the state Agricultural Development Programmes (ADP) have recently been working in conjunction with the National Programme for Food Security (NPFS) in the provision of credit to farmers

2.3 Empirical Review 

Iderawumi, & Ademola, (2015) conducted a study aimed at knowing the impact of microcredit financing on agricultural production. They used Structured questionnaire as well as personal contacts to gather data from the farmers. One hundred (100) questionnaires were distributed randomly to farmers while Ninety one (91) questionnaires were retrieved. Correlation coefficient were used to describe and summarize the data collected. Their findings shows that Farmers in rural area do enjoy this micro finance, but effect on farming operations was not commensurate. Further findings shows that the farmers do not have access to other micro credit finance institution other than cooperative societies, because there is no asset like machine collateral security that will serve as guarantee for the commercial financial institutions. High interest rate is another vital thing that put farmers into limitation in obtaining micro credit from commercial institutions.

Adewumi, et al. (2013)  examined the contribution of microfinance banks (MFBs) towards agricultural development, analyzed and compared the loans given out by these banks to agricultural sector with those given to other investment activities in Kwara State, examined the repayment level of the various sectors and identified the constraints hindering efficient contribution of the banks to agricultural development in the study area. Data obtained from ten MFBs in Kwara State were used for the study. Descriptive and inferential statistics were used for data analysis. The study revealed that most of the banks’ loan were granted to trade and commerce sector while the agricultural sector obtained just about one-fifth of loan disbursement annually. As regard loan recovery however, the agricultural sector compared more favourably than other sectors to which more loan was disbursed. The problems facing the MFBs in making more contribution to agricultural development in the study area include less saving habit of farmer clients, limited loan products, shortage of logistics in rural areas, less willingness of the commercial banks to lend MFBs, shortage of experienced human resources, inadequate capital to operate and lack of effective management information system.

Ayegba, & Ikani (2013) assessed the Impact of Agricultural Credit on Rural Farmers in Nigeria. Data were collected from the primary sources and a total of 500 questionnaires were administered of which 300 copies were properly completed and retrieved. The study appraised the impact assessment of agricultural credit on rural farmers in Nigeria and generally discovered that much is yet to be done to boost agriculture by encouraging farmers via adequate agricultural credit without strings. The results also indicate that unregulated private money lenders (53.33%) constitute the major source of credit which is not healthy for an economy that is ready to grow. It was equally clear that the much needed banks in the rural areas are mainly found in the urban areas leaving the rural farmers without formal sources of credit. Ayegba, & Ikani noted that the major limitations or challenges in accessing agricultural credit include; high interest rates, bureaucratic bottlenecks, late approval of loans, unnecessary request for guarantors and collateral. Ayegba, & Ikani recommended that the federal Government in collaboration with banks should create credit instruments and services that are tailored to the risk and cash flow patterns in the agricultural sector to avoid or reduce the level of the aforementioned challenges.

Madugu, & Bzugu,(2012)examined the role of micro-finance banks in financing agriculture in Yola North Local Government Area of Adamawa State. Primary data were collected from a total of 100 farmer selected by simple random sampling. Structured questionnaires were the instrument for data collection from the farmers. Simple descriptive statistics such as means and percentages and frequencies were used to analyze the data collected from respondents. Their results revealed that, majority (67.11%) of the respondents were males, while 32.8% were females, 44.74% of the respondents were within the age limit of 31 – 40 years, 73.68% of the respondents were married, and 85.53% of the farmers had formal education. 60.53 % used the loan for the purpose for which it was collected and 55.26% repaid the loan collected from the Microfinance Bank Yola in (2010). 15.29% of the respondents identified high interest rate on loan acquired from microfinance bank as a major problem, 10.95% identified delay in loan disbursement as their major problem while only 1.18% of the respondents stated that they were not given the loan they applied for. Madugu, & Bzugu recommended that loans for the farmers should be disbursed in good time; banks should reduce the interest rates on agricultural loans. Also, microfinance banks should be encouraged to act as a major lender in financing small scale farmers in the country to meet the food requirement of the teeming population.

In their studies to establish the relationship between access to credit and agricultural productivity in Ghana, Baffoe et al. (2015) analysed responses from 109 farm households of borrowers and non-borrowers concluded that the difference in productivity of borrowers and borrowers was statistically significant. The increase in productivity was attributed to the technical efficiency of borrowers. 

A study conducted by Akwaa-Sakyi,(2013) to determine the effect of agricultural credit participation on farmers' productivity revealed that agricultural credit has a positive significant effect on rice yield. The results revealed that credit users had 157.2 kg per hectare of paddy more than non-credit users. 

According to Dong et al. (2010), credit access, the education and capabilities of rural farmers cannot be fully utilised. Using the endogenous switching regression model to analyse responses from 511 households in Heilongijang province of Northeast China, they indicated that productivity and income of credit unconstrained farmers are higher than credit constrained farmers. 

Kibaara (2006) conducted a study whose primary objective was to examine the evolving models of rural financial service providers with a broad aim of understanding models that are working, why they are working, characteristics, opportunities and constraints. It sought to understand the extent to which these models have improved access to the rural financial services for producers and traders in the rural areas. This study utilized data from primary and secondary sources. Secondary data was gathered during the discussions with stakeholders from the rural finance. Primary data on the emerging models were gathered purposively from 15 districts within six agro-ecological zones. The study found out that most households in the rural areas borrow credit for farming. Provision of agricultural credit is skewed toward the production region and it‟s mainly provided by the commodity Based Credit Providers and co-operatives. Therefore any intervention that strengthens the performance of the above will improve access to rural credit.

In his analysis of the “Impact of agricultural credit on farm productivity” using the quintile regression and Stochastic Frontier Analysis techniques and responses from 654 farmers sampled from Mekong Delta region of Pakistan, Duy (2012) revealed that the rice yield and technical efficiency of farmers increased tremendously because of access to credit, educational levels of farmers and high level of technology. His study also showed that rice production was positively affected by the use of formal credit rather than informal credit.

Asimilar conclusion was drawn by Diagne (2002) in his analysis of the impact of agricultural credit on farmers' output and yield. The results of his analysis concluded that agricultural credit has a significant positive impact on agricultural productivity

Chirwa (1997) specified a probit model to access the determinants of the probability of credit repayment among small-holders in Malawi. The model allows for analysis of borrowers as being defaulters or non-defaulters. Various specifications of the x-vector were explored by step-wise elimination. However, only five factors (sales of crops, size of group, degree of diversifications, income transfer and the quality of information) were consistently. Significant determinants of agricultural credit repayment the explanatory power of the model is plausible with the log likelihood statistically significant at 1-percent four independent variable gender amounts of loan, club experience and household size were put statistically significant in various specifications. 

Oni (1999) studied the proportion of loans repayment by small-holder farmers in Osun state. His explanatory variables were amount of loans collected, expenditure on farm, interest rate, and extent of farmers contact with bank disbursement log, cultivated land area and years of experience in farming. The result of linear and log form equations showed that the regression coefficient associated with amounts of loan (+), disbursement of loan by microfinance log (-) and extent of farmers contact with banks (+) had expected-signs and were statistically significant at 5percent. 

Ogwuma (1981) studied on microfinance bank credit in agricultural sector using econometric analysis. Based on his report, agricultural financing in Nigeria shows a positive relationship between interest rate and loan able funds on the level of agricultural sector ended up with faster industrial growth than those that focused on industries alone. Hence, agriculture may therefore be the fastest road to industrialization. 

Sohali et al (1991: 38) in the study on the relationship between microfinance bank credit and agricultural development in Pakistan found out that a statistical significant relationship existed between microfinance bank credit in Pakistan and agricultural development.

2.4 Summary of the Review

From the above review, lots of studies have been carried out on Micro-finance credit and agricultural productivity. Some local studies have established a relationship as well as international studies. In this review we also adopted the agency theory, whereby the micro-finance banks were seen as agents responsible for agricultural productivity. This is due to the credit financing they provide to farmers. However no study have been conducted in Otuoke nor Bayelsa state with special reference to micro-finance credit financing and agricultural productivity. Hence, it is the position of this study to fill this identified gap.

CHAPTER THREE

RESEARCH METHODOLOGY

3.1 Introduction

In this chapter, focus will be to elucidate on the methods and approaches employed to collect data, analyse it and interpret the results.

3.2 Research Design

This study employed the descriptive survey design. This design allows the researcher to selected a research audience where their thoughts, opinions and views considered to be relevant to the study were sampled and validated for judgement. This study ensures that data collected were unbiased as respondents were allowed to express views freely and participants were based on consent.

3.3 Population and Sample

The population of this study was based on the population of Otuoke Ogbia local government area of Bayelsa state. Otuoke is a suburb in Ogbia local government area of Bayelsa State in the Niger Delta region of Nigeria (Jibueze, 2015) Majority of its inhabitants are farmers and fishermen (the nation, 2014). Reports from wikipedia shows that Otuoke has a population of 7000. furthermore, to the vast population, the researcher employed the taro yamane sampling technique to select a reachable audience.

3.4 Sampling Technique

Yamane (1967) provides a simplified formula to calculate sample sizes.

ASSUMPTION: 

  95% confidence level 

 P = .5

[image: image1.png]



n= 7,000/1+7,000(0.05)2

n= 7,000/1+7,000(0.0025)

n= 7,000/1+17.5

n=378
3.5 Data and Data Collection

The data used for this study was collected using the questionnaire instrument. The questionnaire was structured in line with the objectives of the study. Furthermore, it was divided in sections in order to give clarity to the participants. The questionnaire contains 15 questionnaire divided into sections.

3.6 Methods of Data Analysis

The demographics data and research questions were analysed using the frequency tables. While two statistical tool were employed to test the two null hypotheses. The first hypothesis was tested using the Pearson correlation tool while chi-square was used in testing the second hypothesis.

3.7 Sources of Data

The data for this study were sourced primarily through the questionnaire. The responses received from the study participants were relied upon for decision making. However, some secondary sources such as journals and textbooks were consulted for further explanations. 

CHAPTER FOUR

PRESENTATION AND ANALYSIS OF DATA

4.1 Introduction 

It is the aim of this chapter to comprehensively present the data and interpret the corresponding findings. A total of 378 participant (farmers) in Otuoke were enrolled in this study and also from different wards in OGBIA local government. This is from the understanding that farmers in Otuoke may have different views from farmers in Oloibiri, Opume, Otakeme and Otuabula. More so farming for this study encompassed activity such as crop farming, fish farming and livestock. A total of 284 responses were received and validated for this study.

4.2 Presentation of Results

Questionnaire distribution

	Distribution
	Frequency
	Percentage  (%)

	Number Retrieved and validated
	284
	75.2

	Number not retrieved and validated
	94
	24.8

	Total
	378
	100


Demographics characteristics of study participants

Gender of participants

	Gender
	Frequency
	Percentage (%)

	Male
	189
	66.5

	Female
	95
	33.5

	Prefer not say
	00
	00

	Total
	284
	100


Source: Field survey, 2021

Evidence from the survey shows that more of the farmers were male (66.5) while 33.5% were female.

Position of participants

	Position
	Frequency
	Percentage (%)

	Owner
	73
	26

	Manager
	69
	24

	Owner/manager
	142
	50

	Total
	284
	100


Source: Field survey, 2021

In assessing the managerial capacity of the participants, 26% were owners of farms, 24% were employed managers in various farms while 50% of the participants owns and manages the farms on their own.

Age of Participants

	Age
	Frequency
	Percentage (%)

	18-25
	52
	18.3

	25-40
	99
	34.8

	Above 40
	133
	46.9

	Total
	284
	100


Source: Field survey, 2021

The most identified age for farmers in this survey is above 40 years. This shows that farmers above 40 are committed to farming in these selected areas. Others include 18-25 (18.3%) and 25-40 (34.8%).

Educational status

	Academic Qualification
	Frequency
	Percentage (%)

	Primary
	52
	18.3

	Secondary
	133
	46.9

	Tertiary
	99
	34.8

	Total
	284
	100


The table above shows the educational level of the farmers. Evidence shows that 18.3% of the total respondents have obtained primary education, 46.9% have obtained secondary education while 34.8% have obtained tertiary education. This implies that most of the respondents have obtained secondary education. A considerable level with an understanding relevant to attempt other questions

Location of farmers

	Location
	Frequency
	Percentage (%)

	Otuoke
	121
	42.6

	Oloibiri
	30
	10.5

	Opume
	41
	14.4

	Otakeme
	46
	16.1

	Otuabula
	46
	16.1

	Total
	284
	100


The table above explains the different location visited and included in this study. 42.6% of the total farmers enrolled were from Otuoke, 10.5% were from Oloibiri, 14.4% were from Opume, 16.1% were from Otakeme, while 16.1% were from Otuabula.

Nature of farm

	Farm type
	Frequency
	Percentage (%)

	Crop Farming
	133
	46.9

	Fish Farming
	99
	34.8

	Livestock
	52
	18.3

	Total
	284
	100


Farmers for this study were specialized in different types of farming. Crop farmers were the highest (46.9%), followed by fish farmers (34.8%), and then livestock farmers (18.3%).

Answers to Research Questions

How often do farmers access credits for Agriculture from micro-finance banks?

	Frequency of access
	Frequency
	Percentage (%)

	Occasional 
	120
	42

	often
	119
	42

	Based on announcement
	45
	16

	Total
	284
	100


Source: Field survey, 2021

In assessing the frequency of credit accessibility for farmers, evidence shows that farmers (42%) affirmed that they can access credit from micro-finance bank often, another 42% asserts that they access credit from micro-finance banks occasionally while 16% identified that their access to credit from micro0finace banks is based on announcement or programs sponsored either by state or federal government.

In what ways has the micro-finance credits benefited farmers in Otuoke?

	Benefits
	Frequency
	Percentage  (%)

	Purchase of seedlings
	139
	49

	Purchase of tools, machines and raw materials.
	83
	29

	Employment of labour
	30
	10

	Personal consumption
	32
	11

	Total
	284
	100


Source: Field survey, 2021

The various ways farmers benefits from the credit they access from the micro-finance banks includes purchase of seedlings (49%), purchase of tools, machines and raw materials (29%), employment of labour(10%) and personal consumption (11%).

Credit size

	Amount (NGN)
	Frequency
	Percentage  (%)

	Above 100,000
	77
	27

	Below 500,000 
	149
	52

	Above 500,000 - 1,000,000
	58
	20

	Total
	284
	100


Source: Field survey, 2021

To further identify the credit size accessible by farmers, participants in this survey indicated that they were able to access a credit to the tune of above NGN100,000 (27%), below NGN500,000 (52%), above NGN500,000 to one million (20%)

Do you agree that micro-finance credit helps in increasing agricultural production?

	Options
	Frequency
	Percentage (%)

	Yes
	201
	70.7

	No
	49
	17.2

	Uncertain
	34
	11.9

	Total
	284
	100


Farmers indicated (70.7%) that micro-finance credit helps in increasing agricultural produce in the communities; 17.2% disagreed with this assertion, while 11.9% were uncertain. From the responses received, we conclude that micro-finance credit boost agricultural production. 

What are the perceived challenges encountered by farmers in accessing credit services from micro-finance banks?

	Challenges
	Frequency
	Percentage  (%)

	Tedious credit process
	119
	42

	Lack of appropriate collateral
	88
	31

	Delay credit reception
	49
	17

	Lack of credit information
	28
	9

	Total
	284
	100


Source: Field survey, 2021

Some perceived challenges were elucidated by the participants. Some of these challenges includes tedious credit process (42%), lack of appropriate collaterals (31%), delay of credit (17%) and lack of adequate information on credit facility by micro-finance banks (9%)

Test of Hypotheses

H01: There is no positive relationship between micro-finance credit and increase in agricultural productivity.

Table 4.6: Pearson Correlation Table showing the relationship between micro-finance credit and increase in agricultural productivity. 

	
	MFC
	AGp

	MFC
	Pearson Correlation
	1
	.648**

	
	Sig. (2-tailed)
	
	.000

	
	N
	284
	284

	AGp
	Pearson Correlation
	.648**
	1

	
	Sig. (2-tailed)
	.000
	

	
	N 
	284
	284


**. Correlation is significant at the 0.01 level (2-tailed)

The Pearson correlation Table 4.6 shows the degree of association between agricultural productivity (AGp) and micro-finance credit (MFC). The result shows that the two variables (AGp and MFC) are moderately and positively correlated (r= .648). Furthermore, there exists a statistically significant (p<0.000) relationship between the two variables. Thus, the positive and significant relationship between AGp and MFC indicates that an increase in MFC can bring a corresponding increase in AGp.

H02: Farmers in Otuoke do not have access to micro-finance credit.

	One-Sample Statistics

	
	N
	Mean
	Std. Deviation
	Std. Error Mean

	Access to MFC
	284
	1.6777
	.46931
	.04266


	One-Sample Test

	
	Test Value = 6.0

	
	t
	df
	Sig. (2-tailed)
	Mean Difference
	95% Confidence Interval of the Difference

	
	
	
	
	
	Lower
	Upper

	Access to MFC
	101.310
	120
	.000
	4.32231
	4.4068
	4.2378


A one-sample t-test was run to determine whether the score in access to micro-finance credit (MFC) was different to the observed score, defined as a average response score of 6.0. Scores from access to micro-finance credit were normally distributed with a statistically significant difference of 4.32 (95% CI, 0.42 to 0.46), t(120) = -101.3, p = .000.. The positive t value in this example indicates that the mean benefit of the sample is greater than the hypothesized value (6.0) Since p < 0.05, we reject the null hypothesis that the sample mean is equal to the hypothesized population mean and conclude that  Farmers in Otuoke do not have access to micro-finance credit.

4.3 Interpretation of Results

In this chapter, the student have been able to present and interpret the data collected during the survey. .evidence from the survey indicate that farmers in Otuoke and OGBIA local government area of Bayelsa involved both men and women. However, there were more men yo women who are into farming. Different types of farming were identified in this study which are crop farming, fish farming and livestock. The major type of farming was the crop farming, followed quickly by the fish farming and livestock. 

Results from the survey reveals that participants affirmed that they receive financial credit from micro-finance banks for their activities. Some agreed that financial credit are often while others agreed that it is occasional. Some of the benefits experienced by the farmers from the credit received includes; Purchase of seedlings, Purchase of tools, machines and raw materials, Employment of labour, and Personal consumption. 

Further findings indicated that the most credit size received is below NGN500,000. however some indicated to have received more that NGN500,000. they affirmed that the credit received from micro-finance banks helps to boost their operations which ultimately leads to increased agricultural productivity. 

Hypotheses test conducted shows that there exists a statistically significant (p<0.000) relationship between  agricultural productivity and micro-finance credit, which implies that an increase in MFC can bring a corresponding increase in agricultural productivity.

4.4 Discussion and Policy Implications of Findings

The findings from this study implies that for the economy to experience increased productivity in Agriculture which will bring about increased food security, more credits at low or no interest should be granted to farmers. This will ensured increased agricultural productivity from the local governments to various states. However, it is pertinent to state that micro-finance credit is not enough for farmers. Bank of agriculture, the central banks and other commercial banks should ensure this credit train as it would make credit more accessible for farmers.

CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATIONS

5.1 Introduction 

The focus of this chapter is to summarise the findings from this study and make possible recommendations that is hoped will be useful for policy maker in ensuring that adequate credit facility will improve agricultural productivity.

5.2 Summary 

This study was carried out to assess the place of micro-finance credit in Agricultural productivity. Specifically this study sought to determine the various benefits of micro-finance credit to farmers in Otuoke and OGBIA local government area. Further aims were to assess the frequency of this credit, size of credit and challenges faced by farmers in accessing credit from micro-finance banks. 

To achieve these goals, the quantitative approach was adopted while survey research design was employed. A total of 387 respondents were enrolled in the study. However 284 responses were received and validated for this study. The findings from this study revealed that there is a significant positive relationship between micro finance credit facility and increased agricultural productivity. 

Additionally, further findings proved that farmers in Otuoke and OGBIA local government area have access to credit facility byu the micro finance banks. These findings are in line with Carter (1989) who opines that, Agricultural credit can move farmers along the production surface more efficiently: firstly, credit influences the efficient resource distribution by overcoming constraints to purchase inputs and use them optimally which shifts the farmer along a given production surface to a more intensive input use; secondly, credit may help to purchase a new technological package that will shift the production surface; and thirdly it may help to use more intensively the use of fixed inputs.
5.3 Conclusion

Agriculture plays and undeniable role in the provision of food to Nigeria’s over 200 million population. It ensure food security in the country eliminating drought and scarcity. Agriculture provides other sectors of the economy with raw materials needed for service efficiency and effectiveness. Higher production for farmers implies that there will be increased farm produce for consumption in the economy while low production will mean scarcity and ultimately inflation. Other negative occurrence  could be malnutrition , hoarding and theft. However, the agricultural sector have suffered negligence as the government are focused on petroleum and rely on imports. More so, private individuals consider agriculture as undeserving venture, hence the strife for white collar jobs.

Nevertheless, adequate funding from micro-finance banks and other financial institutions can improve the status of farmers and agriculture in Nigeria. Increased Credit facility by micro-finance banks, and other financial institutions has the continuous potential of increasing agricultural productivity and reduce food scarcity and poverty in the country.

5.4 Recommendations

Based on the findings revealed in this study, the following recommendations are suggested:

There should be a right sensitization for private individuals (young people) to consider agriculture as source of livelihood and job.

Companies and organizations should be encouraged to continue to invest in Agriculture.

The federal and state government should support agriculture by initiating favourable credit policies and programs. government needs to recognize its role in the creation and maintenance of a financial infrastructure that supports agricultural credit financing. It should direct prudential regulation and supervision, especially for those institutions handling deposits, demanding information that clarifies the financial performance of banks, thereby ensuring transparency.
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APPENDIX

Questionnaire

Please tick the right option that best describes your opinion.

Section A

Gender

Male
{  }
Female
{  }
Prefer not say
{  }

Academic Qualification

Primary 
{   }

Secondary
{   }

Tertiary
{   }

Please indicate your location

Otuoke

{   }

Oloibiri
{   }

Opume

{   }

Otakeme
{   }

Otuabula
{   }

What type of Farm do you operate?

Crop Farming
{   }

Fish Farming
{   }

Livestock
{   }

Age

18-25
{  }
25-40
{  }
Above 40
{  }

Position

Owner
{  }
Manager{  }
Owner/manager {  }

SECTION B

Have you ever accessed Micro-finance loan?

Yes 
{   }

No
{   }

Which of these do you use credit financing on?

Purchase of seedlings
{  }

Purchase of tools, machines and raw materials.
{  }

Employment of labour
{  }

Personal consumption
{  }

How often do you get credit access from Micro-finance banks 

Occasional 
{  }

Often

{  }

Based on announcement{  }
Which of these best describes your Challenge with micro-finance credit

Tedious credit process

{  }

Lack of appropriate collateral
{  }

Delay credit reception

{  }

Lack of credit information

{  }

Interest rate


{  }

Credit size

Above 100,000

Below 500,000 

Above 500,000 - 1,000,000

Do you experience more production due to the credit financing received

Yes
{   }
No 
{   }

Uncertain
{   }



