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Abstract
This study assessed credit access and utilization among poultry farmers and its determinant. Primary
data were analyzed from 78 farmers using multistage sampling technique using descriptive statistics,
logit and multiple regression models. Findings from the study showed that majority of the respondents
were in their active age and 75.6 percent of the poultry farmers were males. Majority (83.3 percent) of the
respondents were married and educated. Majority was also in their active age (37.2 percent). The factors
determining farmers’ decision to use credit which were signi�cant at 5 percent include; number of years
spent in school, farm income, labour cost, cost of feeds and sources of capital while only interest rate
was signi�cant at 1 percent. Factors that in�uenced the credit utilization by the farmers in the study area
at 5 percent signi�cance level include; farm income, cost of feeds, and number of birds. It is
recommended that subsidization of cost of feeds, usage of family labour, and provision of loan at no or
low interest rate should be employed in the study area.

Introduction
Agriculture is a dominant sector of the Nigerian economy despite oil exploration, serving as a major
source of livelihood in Nigeria (Afolayan, 2017; Olomola, 2018; FAO, 2020). Nigeria is a lower-middle
income most populous country with a per capita income of $2000 per year (Makun, 2018; SAHEL, 2015).
Although Agriculture is a sector that is domiciled as a rural enterprise, but it provides employment for
about 70 million people that constitute about 65 percent of the working population (Thornton, 2010; FAO,
2020). More speci�cally, World Bank (2014) highlighted that the sector contributes a large share (33%) of
the Gross Domestic Product (GDP) and provides over 80 percent of the country's food resources
(Adebayo and Adeola, 2017). This sector in the country is dominated by crop farming, livestock rearing,
�shing and forestry.

The livestock industry in Nigeria is an active and viable component of the general sector continuing to
grow an annual rate of 12.7 percent per annum (FAO, 2020). In terms of physical size, global Livestock
industry covers about 30 percent of earth's unfrozen terrestrial surface and about 30.3 million hectares
are used for pasture and other livestock needs (Thornton, 2010; Statista, 2020). In �nancial terms, the
sector has a large global asset that is estimated to be about $1.4 trillion while Nigeria's livestock sector is
valued at $ 78 billion (FAO, 2020). This sector is an important component of the entire country's
agricultural sector, being a key contributor to economic growth and development with 2.29 percent to
GDP in 2020 (NBS, 2020; FAO, 2020; Statista, 2021). Among the livestock enterprises, poultry occupies a
pivotal position due it performance and enormous potentials for caloric needs, supplement income from
crop and bring about economic growth (Herrero et al., 2012).

The importance of poultry to Nigeria's economy, especially in the Southwestern part of the country,
continues to grow with the increasing national number of 16 million smallholder households for protein
needs and cash income (SAHEL, 2015; FAO, 2020). Among the various contributions of poultry and other
livestock to livelihoods include social status, cash income, manure, insurance and savings (FAO, 2020).



Page 3/19

According to FAOSTAT (2020), the poultry industry in the country has about 180 million birds, which is
second only to South Africa in Africa (Aladejebi et al., 2019). This sub-sector is largely experiencing good
organisation at the beckoning of a deliberate national drive to promote agriculture from vocation to
business and upgrading subsistence to commercial agriculture. Furthermore it has been identi�ed that
demand for poultry and other livestock products will increase due to population growth, urbanization and
gains in real per capita income (FAO, 2020).

Poultry production system is one inundated with challenges that include availability and price of inputs,
illegal importation of products and poor production techniques requiring capital for improvement (Kuye
and Ogiri, 2019). Most livestock farmers cushion the effects of this production challenges using credit or
loans because it provides cash reserves employed to invigorate the production process of their
enterprises (ASL 2050, 2018). Sources that supply agricultural credit or loan include the formal and
informal bodies consider giving loans to farmers as a high risk venture (Akinwunmi, 1988, Adebayo and
Adeola, 2017). Albeit, Shultz (1964) emphasized that smallholder farmers, though e�cient but poor, will
continue to remain in technical and economic equilibrium trap if unaided. The availability of credit
through accessible sources will help remove the limits to achieving high productivity and income in their
enterprises (Otunaiya, 2007). Access to these �nancial services, either informal or formal by most of the
peasant poultry farmers is perceived to be very small. Farmers tend to turn to informal sources as shown
by meager 35 percent accessing credit through the formal �nancial system providing services in the
country (CBN, 2005, Kuye, 2016).

This development makes it imperative to understand the gap being highlighted to be probable factors
that bars farmers from accessing critical aid to production like credit. This scrutiny could be due to the
characteristics of farms and farmers, inadequacies that exist in the distributing channels and set-ups of
various formal services (Egwu et al., 2020). Researches have examined different problems associated
with agricultural loans but recent ones avoided analysis of factors like farm and farmers' characteristics
in access and utilization in poultry industry recently (Akintunde et al., 2020). In Nigeria, studies have been
carried out to investigate the impact of credit on enterprises (Osabohien et al., 2020; Ayanrinde et al.,
2020; Ojo and Ayanwale, 2019) and role of groups and social capital in accessing credit by farmers and
improvement in their welfare given access to credit (Oyedele and Akinola, 2012; Balogun and Yusuf,
2011). It creates the need for credit utilization by farmers to be studies further which makes it better to
evaluate whether the farmers use the credit for farming purposes or non-farm purposes like social
function. This study will enrich literature on subject matter in the country and also equip policy maker,
development theories or farmers to solve problem of credit's access and its utilization to enhance the
growth and sustainability of poultry industry in Nigeria.

For these reasons, this paper seeks to answer the following question: (i) What are the socio-economic
characteristics of poultry farmers in the study area? (ii) What is the nature of credit accessed in the study
area? (iii) What are the factors affecting access to credit in the study area? (iv) What are the factors
in�uencing credit utilization in the study area? This research analyzed the access and utilization of
agricultural credit among poultry farmers in Osun State, Nigeria. This study speci�cally, described the
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socio-economic characteristics of poultry farmers; examined the nature of agricultural credit in the study
area; identi�ed the determinants of credit access among poultry farmers; and examine the factors
affecting credit utilization among the poultry farmers.

Methodology
a) Study Area

This research was carried out in Osun State, Nigeria, because the populace of the state is renowned for
agricultural activities being the primary occupation of the inhabitants of the state. The state is the second
highest livestock producer in Southwest Nigeria (Adebayo and Adeola, 2017; NBS, 2019).

b) Sampling Technique

Multistage sampling technique was used to select 78 respondents from the state. The �rst stage involves
a purposive selection of three Local Government Areas (LGAs), the areas were selected based on the
prevalence of poultry activities. A random selection of one town from each LGA constitutes the second
stage. At the third stage, there was a random selection of thirty farmers from each LGA. A total of 90
questionnaires were administered out of which 78 were analyzable.

c) Method of data analysis

The analytical techniques used to achieve the objectives of this study were descriptive statistics, logistic
regression and multiple regression analysis.

Logit regression was used to analyze loan acquisition in the study area which is the second objective.
Binomial logistic regression model used for this study was designed such that for the dependent variable,
it is dichotomous such that 0 if a farmer did not have access or utilize the credit for agricultural purposes
and 1 otherwise. For this study, the predictor variables used include some of socioeconomic indicators of
the respondents. These variables contain both dichotomous and continuous variables. Furthermore, Pj,
represent the probability that the j-th farmer accessed the credit, is a Bernoulli variable whose distribution
depends on the vector of predictors X, so that:

The logit function to be estimated is stated thus:
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This variable represents the natural log of the odds of the farmer having access to credit.
Maximum likelihood estimates method was used to estimate the parameter highlighted in Equation iii
with no assumptions of normality or homoskedasticity of errors in predictor variables.

Model speci�cation

Y= f( X1,X2,X3,X4,X5,X6,X7,X8,X9, e) ………………………………………..(iii)

Where:

Y = Access to credit (1=access, 0= no access)

X1 = household size

X2 = number of years spent in school (years)

X3 = farming experience (years)

X4 = farm income (N)

X5 = interest rate (%)

X6 = contact with extension agents

X7= labour cost (N)

X8= cost of feeds (N)

X9= sources of capital

e = random error term

For the fourth objective, linear regression was used to identify the factors affecting the volume of loan
utilized for on-farm purposes by poultry famers.

Y = Volume of Credit �nancing/funding (Naira)

X1 = Net farm income (Naira)

X2 = Off farm income (Naira)

X3 = Educational Status (Years)

X4 = Number of Birds (Number)



Page 6/19

X5 = Age (Years)

X6 = Household size (Number)

X7 = Gender (dummy 1 = male, 0 = female)

X8 = Labour cost (Naira)

X9 = Cost of chicks (Naira)

X10 = Cost of feed (Naira)

X11 = Extension (Number)

X12 = Source of credit (type)

X13 = Farm Expenditure (Naira)

X14 = Interest rate (%)

Ui = Error term

Results And Discussion
Socio economic characteristics

Table 1 showed the socio-economic characteristics of selected poultry farmers in Osun State. Most of the
farmers interviewed were male 75.6% (59).  The average age of the respondents was 31±1 years. They
were mostly (37.2%) distributed within 41 to 50 years old and were married 83.3% (65). This shows that
most of the respondents are young, vibrant and capable of accepting new innovations and agrees with
Iyiola–tunji (2015) that young farmers are explosive, dynamic and ever-ready to accept new innovations
and mature to receive credit facility for poultry farming which correlates with the �ndings of Otunaiya,
(2014). The average household size was 7. This posits that the labour required for the poultry activities
could be obtained within the family. The respondents had some form of education starting from adult
education (14.1%), primary (38.5%), secondary (42.3%) and tertiary education (1.3%). The majority (50%)
of the respondent have 500 capacity poultry size. This shows that poultry farmer were subsistence
farmers was the primary occupation of most (73.3%) of the respondents. About 52.8% of the respondents
have above 5 years’ experience of farming while the average income per month of the rural farm families
was 60000 ±1000.34.

The study showed that 75.6% of poultry farmers were men. Majority was between age 41-50years and
most of them were married. The most popular source of credit among the farming folk was cooperatives
(51.3%) and most of the farmers who sourced for credit did so to expand existing farm enterprise
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however, Loan repayment was encouraging among the credit bene�ciaries. Most of the farmers (88.5%)
were aware of credit sources and 73.1% of the farmers were �nancially constrained.

Table 1: Socio economic characteristics of respondents
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Gender Frequency Percentage       

Male 59 75.6

Female 19 24.4

Mean 0.69±0.02  

Age    

<30 10 12.8

31-40 22 28.2

41-50 29 37.2

51-60 14 17.9

≥61 3 3.8

Mean 31±10.42  

Marital status    

Single 11 14.1

Married 65 83.3

Divorced 1 1.3

Widowed 1 1.3

Educational status    

No education 3 3.8

Adult education 11 14.1

Primary 30 38.5

Secondary 33 42.3

Tertiary 1 1.3

Mean 14.2±5.37  

Household size    

≤2 11 14.1

3-4 21 26.9

5-6 36 46.2

≥7 10 12.8

Mean 5±1.37  
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Farming experience    

≤5 41 52.6

6-10 22 28.2

11-15 11 14.1

≥16 4 5.1

Mean 11±8.22  

Poultry size    

<500 39 50

501-1000 18 23.1

1001-1500 10 12.8

1501-2000 5 6.4

>2000 4 5.1

Mean 450±181.37  

Farm income    

0 – 20000 12 15.4

20001 – 40000 20 25.6

40000 – 60000 26 33.3

60000 – 80000

>80000

18

2

23.1

2.6

Mean 60000±1000.34  

Source: Field Survey, 2019

Characteristics of Agricultural loan in the study area

Table 2 shows that 69.2% (54) of the respondent agreed that the loan interest rate is high, 52.6% (41)
agreed that agricultural loans are not accessible by the poultry farmers in Osun state. Meanwhile, the
time to process agricultural loan were said to 1month by 51.5% of the respondent where majority (37.2%)
of the respondent identi�ed relative and friends as source of agricultural loan. The study shows 50% (39)
of the poultry farmers moved the motion that the loan repayment times are mainly short term.  This is in
accord with the �ndings of Aladejebi (2017) that credit from non-institutional sources is more attractive,
because there is little or no insistence on collateral security and interest. On the other hand, formal
sources of credit had low patronage from the farmers, which may be due to lack or limited presence of
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banks and other formal sources of credit in the study area coupled with delay in approval and
disbursement of loan, insistence on collateral security, high interest rate and mode of repayment.

Table 2: Showing the characteristics of agricultural loan in the study area

Variable Frequency Percent

Interest rate (1= high 0 = low)    

Yes 54 69.2

No 24 30.8

Timely access    

Yes 37 47.4

No 41 52.6

Time to process loan    

< 2 weeks 6 7.7

< 1 month 40 51.5

< 3 months 23 29.5

< 6 months 8 10.1

More than a year 1 1.2

Source of loan    

Micro�nance 14 17.9

Relative and friends 29 37.2

Money lender 23 29.5

Cooperative 12 15.4

Banks    

Repayment time of loan    

Short term 39 50.0

Medium term 24 30.8

Long term 15 19.2

Total 78 100.0

Source: Field Survey, 2019
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Income Analysis by Credit Utilization

Table 3 shows the comparison of farmer with credit facility and farmer without credit facility vis-à-vis the
utilization, the study posits that farmer with high volume of credit facility utilize to credit facility better
than little volume of credit facility, 60% of the respondent used the credit facility to expand their farm.

Table 3: Income analysis by credit utilization

  Average Income (₦) Average Income per ha (₦)

Farmer with credit utilization 85,574 41,545

Farmer without credit utilization 69,829 36,420

Source: Field Survey, 2016

Purpose of utilization Frequency Percent

To start a new farm 23 25.21

To expand farm 57 60.0

For other purposes 15 15.79

Source: Field Survey, 2016

Factors Affecting Access to Credit

Table 4 revealed the maximum likelihood estimate of the parameters and the effect of independent
variables on the probability of access to credit and utilization required for poultry business was analysed.
All the variables therefore were decided to be included in the model for analysis. For this study, the
dummy variable 1 denotes that the farmer is considered to have had access to credit and utilized it for
the poultry business. The dependent variable is either access or no access to credit and the logit model
was used to estimate the determinants of the selected independent variables on access to and utilization
among poultry farmers in the study area. The result showed that educational status tested negative on
the in�uence of access to credit as against the a priori expectation earlier stated at 5% signi�cance level.
This is in agreement with Wainaina et al. (2012) that the higher educational attainment may reduce the
likelihood of participating in farming. The income level tested positive to the access to credit.   This
indicates that a farmer with high farm income level is likely to have access to credit. This result might be
predicated on the fact that any source of capital will desire to ensure repayment as at when due.

The result of the model also showed that the coe�cient of the interest rate negatively in�uenced access
to credit. This depicts that the interest rate is favourable and farmers will be willing to demand for more
credit. This result is in line with the study conducted by Otunaiya et al., 2015 which showed that the
coe�cient for the variable was negative and signi�cant at the 1 percent level which is in accordance to
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the a priori expectation that as the interest rate increases the volume of loan demanded by farmers’
decreases.

The result also showed that labour cost positively in�uenced access to credit. This shows that farmer
incurred high cost of labour is more likely to be eager to identify different sources of capital around them
and also have access to them. This result is in line with the study done by Isitor et al., 2014 which
reported that labour costs constitute a signi�cant portion of the cost of production (Udoka et al., 2016),
therefore, as farmers increase scale of production, more funds will be required to hire labour.

The result of the model showed that the coe�cient of the cost of feeds positively in�uenced access to
credit which is in accordance with the a priori expectation earlier stated at 5 per cent signi�cance level. A
farmer that incurred high cost of feeding is likely to have access to credit and more likely to know
different sources of capital around them and also have access to them. This corroborates Kalla et al.
(2011) and Essien and Arene (2014) which independently shows the negative in�uence of high cost of
feed on net farm income realizable from poultry production.

The result also showed that sources of capital positively in�uenced access to credit at 5 per cent
signi�cance level. The model revealed that source of capital contributed 41.1 per cent to having access to
credit. This implied that the type of source of capital whether formal or informal is of great importance to
having access to credit. The membership of association found to be positively signi�cant. This posits
that the ability to be a member of an association increases the access to agricultural loan by poultry
farmer.

Table 4: Factors Affecting Access to Credit
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Variables Coeff. Standard error Z P>|z|

Household size 0.2150698 0.3459083 0.62 0.534

Educational status -0.3145445 0.1659875 -1.89 0.053**

Farming experience 0.844854 0.1083888 0.78 0.436

Farm income 9.69e-07 5.45e-07 1.77 0.039**

Interest rate

Contact with extension agents

Labour cost

Cost of feeds

-0.7039213

0.5018707

 

0.0000656

0.0766070

0.194319

1.047188

 

0.0001084

0.035276

-3.62

0.48

 

0.61

2.17

0.000***

0.632

 

0.054**

0.033**

Sources of credit

Membership of association

Cons

4.106138

 

0.2001822

-0.0919019

1.490879

 

0.100237

6.733253

2.75

 

2.48

2.32

0.006**

 

0.009**

0.020

Source: Field Survey, 2019

Determinant of Credit Utilization

Table 5 presented the determinant of credit utilization among poultry farmers. Using the linear, semi log
and the Cobb Douglas methods, the linear method was chosen as it �ts well as the lead equation at 10%
signi�cance. The result shows that the adjusted R square is 0.4505. This indicated that the estimated
independent variable explained 45% of the variations in determinant of credit utilization among poultry
farmers in the study area while 55% are exogenous to the system. The explanations and effect of the
different variables such as farm income, number of years spent in school, number of birds and cost of
feeds are explained as follows: The regression result above shows that the coe�cient of the farm income
was positive (18876.47) and signi�cant. This implies direct relationship between farm income as
determinant for credit utilization among poultry farmers. The implication means that farmers whose farm
income increases in a particular farming season vis-à-vis credit facilities has utilized the credit facilities
procure for that particular farming season and increases the volume of credit in the next season so as to
earn more income. It therefore follows that if farmers’ income increases by 1 naira, the volume of credit
will increase by an amount equal to 18876.47. The result shows that the coe�cient of number of years
spent in school is negative (-2564.688) as against the a priori expectation stated earlier. This follows that
there is an inverse relationship between credit utilization determinant and the educational status. The fact
that a farmer is highly literate does not guarantee the utilization of credit facilities. The result also
revealed that the coe�cient of the number of birds is negative (-18680.75) and signi�cant. This implies
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that the number of birds in a poultry farming has an indirect relationship as determinant of credit
utilization. The fact that a farmer has a small �ock size does not stop the farmer utilizing the given credit
facilities. The result showed that the coe�cient of the cost of feeds is negative (0.076607) and
signi�cant. This implies inversely relationship between cost of feeds as against the credit utilization. The
implication is that farmers that incurred cost of feed at a particular time will determine the utilization of
credit facilities procured for poultry farming that is the increase in cost of feed will result in less or not
utilization of credit facility (Isitor et al., 2014).

The source of credit facility and interest rate tested negative and signi�cance as against the determinant
of credit utilization. This posits that the credit package source and high interest rate will result to low
utilization of credit facility.

Table 5: Determinant of credit utilization

Credit utilization Coeff.. Std. Err T p>|t|

Farm income 18876.47 7418.137 2.54 0.013**

Off farm income 25629.33 5129.003 3.78 0.005**

Educ status -2564.688 8165.041 -0.31 0.754

Number of birds -18680.75 7434.913 -2.51 0.014**

Age 4520.671 3210.206 1.41 0.164

Household size 15200.28  17504 0.87 0.388

Gender 1.548120 0.02711 1.79 0.612

Labour cost -1.517838 5.290138 -0.29 0.775  

Cost of chicks -.1997272   .2392583 -0.83 0.407

Cost of feeds -0.076607 0.0352763 2.17 0.033**

Extension -0.72157 0.122781 0.87 0.921

Source of credit 1.65105 1.15296 2.29 0.027**

Interest rate -0.0518 0.00719 1.78 0.039**

Constant -296387.6 169120.8 -1.75 0.084

Source: Field survey, 2016    

Adj R-squared =  0.4505

Y = amount used for poultry business
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Conclusion And Recommendation
It can be concluded that interest rate, cost of feeds and labour cost had positive signi�cant effect on
farmers’ access and utilization of loan in the study area hence, the impact of credit/loan in poultry
farming enterprises cannot be underestimated on the overall production. Therefore, there should be
subsidy on the price of feed and other feed ingredients for feeding poultry. Financial institutions should
also be considerate on the part of the farmers by lowering the cost at which they give out loan to them.
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