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Abstract

Access to productive resources at the level sefiicfor economic and scale efficiencies by
farmers is constrained by limited resource endowraen poor access to farm credit. This
study examined the existence and determinantseditaronstraint on poultry egg farmers in
Nigeria. Primary data were collected from 120 farsndrawn by a multi-stage sampling
technique. Descriptive statistics, Probit regrassind Test of Difference of Means were used
to analyze the data. The study revealed that 90#%eofespondents were male, 77.5% were
married with 95% being literate. The mean age aais/of experience were 43 years and 8.7
years respectively. High transaction cost of lof@t7%), fear of losing asset (35.8%), and
credit rationing by banks (65%) were conditionsedetining the credit constraint status of
farmers. The findings further showed that age (pPS)).marital status (p<0.1) and years of
experience (p<0.01) of the farmer significantlyeaff the credit constraint status of the
farmer. There is significant difference between ¢ness margin of credit constrained and
unconstrained farmso€0.01). This study recommends that farmers shoaid or form
cooperative societies in order to enhance crediesgibility. Increasing and channelling
credit support through cooperative societies wilhlgle farmers to increase their flock size

which will invariably increase their profitabilitgnd efficiency.
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INTRODUCTION

The Agricultural sector in Nigeria has remained ldagest contributor to the Gross
Domestic Product of the nation’s economy. For thetpgwo decades it has contributed an
average of 39% of the country’s GDP and employingr&0% of its workforce. Over 80%
of the country’s population living in the rural aseare directly or indirectly dependent on
agriculture for its livelihood (NBS, 2005). In tipeesence of an ever increasing population, a
rise in agricultural growth is crucial to supponetgrowing food needs of the people. A
strong and an efficient farming sector would enabt®untry to feed its growing population,
earn foreign exchange, generate employment andideroraw materials for expanding
industries. Livestock sector is important for irased productivity in Nigerian agriculture. It
provides food, fuel, fertilizer and draught to suistthe rural economy. It serves as a source
of supplementary income for the rural farm houseéfoAmong livestock-based vocations,
poultry occupies a pivotal position because okit®rmous potential to supplement income
from crop and bring about rapid economic growthul®p meat and eggs play a very useful
role in bridging the protein gap in Nigeria. Theg palatable, generally acceptable and most
times very affordable. This acceptability cuts asronearly all cultural and religious
boundaries in Nigeria. The importance of poultry ttee national economy cannot be
overemphasized, as it has become a popular indfstrthe small holders that have great
contribution to the economy of the country. The -sabtor has assumed particular
importance in improving the employment opportunéiyd animal protein production in

Nigeria.

A rapid growth of the Agricultural sector as mark®sdincreased food supply, overall
employment and increasing share of the Gross Ddéen@&bduct, and achievement of
production efficiency is only possible when farmeise better and improved agricultural
inputs and technologies. To use better inputs awdtachnologies, the farmers require funds,
which mostly come either from personal savingsromf obtaining loans. However, savings
among these farmers are of negligible amount asdfficient, thus, agricultural credit
appears to be the last feasible means for agriallinvestment. Credit is an important
element of financial services fundamental in megtive investment needs of farmers (Duong
and Izumida, 2002).



The crucial roles of credit in agricultural devetegnt and increased food production
have attracted concerns from all stakeholders hedjbvernment in particular as a result of
the vital and indispensable role which agricultptays in the attainment of a viable and
sustainable economic growth. Credit facilities h#éves been described as the “oil” which
eases the friction in the wheel of agriculturalgress of any economy. Demand for credit is
driven by the consumption, production and investnmereds of the farmers (Sadoulet and de
Janvry, 1995). The need for which the credit i®nmded influences the market where the
farmer participates. The rural credit market estaihie formal and informal lenders.
Agricultural credit enables farmers to buy improveduction inputs which invariably
enable them to increase their production and eimjoseased net income. Agricultural credit
facilitates the use of agricultural capital, laboesources, accelerates adoption process and
expands the scale of production. Unless creditadaravailable, transforming and expanding
agricultural production among small scale farmeightnbe unrealistic. Agricultural credit
affords the farmer the ability to make investmeamd ansure better combinations of resources
that can be used to facilitate increase in outgiMingnona et al., 2010, Khandker and
Farugee, 2003).

Access to credit and the eventual participatioa gredit market has been faced with
a number of constraints ranging from asymmetriofrimation on the borrower and the
unwillingness of the profit-oriented lender to giean to seasonal and high-risky agricultural
investments (Barnejee, 2001, Stilglitz and Wei€82). These multiple market failures give
rise to heterogenous resource allocation acrossefalds with varying endowments of
productive assets which invariably results in diffg levels of production efficiency. An
important assertion is that a household that isitijyarationed in the credit market, i.e. one
that has unmet demand for contracts that exishénnbarket, will under-invest relative to a
credit unconstrained household (Barry and Robin200,1). Credit constraints usually take
different forms; it could be quantity constrainsiguation whereby the credit demand of a
lender is unmet or not granted. Transaction-cossiraint situation occurs where a borrower
that is willing to participate in the credit marlkata given interest rate withdraws as a result
of additional indirect cost associated with proggssand administration of loans. Risk
constraint situation results when a borrower wigdles from participating in a credit market
for the fear of losing his/her asset. The desaiptiabove corroborate existing literatures that
distinguishes between having access to credit artitipating in the credit market. A farmer

has access to credit if he/she is able or qualifiedborrow from a particular source,



programme or subsidy, whereas it participates éncttedit market if it actually takes up the

credit. (Diagne and Zeller, 2001). This impliesttla@cess to credit can be a constraint
externally imposed on the farm households, whildigipation in a credit market is a choice

made by a farm household. Thus, a household car hawess but may choose not to
participate in the credit market for such reasaexpected rate of return of the loan and/or
risk consideration. This study conceptualizes ¢rednstraints after Hussein and Ohlmer
(2008) who defined credit constraints as the sitnatvhere the household’s demand for
credit is not fully met or not granted at all a¢ threvailing relevant market conditions, which

classifies households as being credit constraindduaconstrained.

Credit constraints have both direct and indireéea@$ on farm production decisions
by farming households. Directly, it affects the ghasing power of farmers to procure farm
implement and make farm related investments. lotireit affects the risk aversion of

farmers (Guirkinger and Boucher, 200%hus, a credit constrained farmer will investeas

risky and less productive technologies rather timthe more risky and highly productive
ones. This risk behavior has negative effects ohrtieal efficiency of the farmers in that it

limits the effort of the farmer in attaining maximypossible output.

Literatures have shown that a large percentagarofers faced with credit constraints
have low production efficiency (Hussein and Olhm2008; Dorfman and Koop, 2005;
Coelli, 1995; Bravo-Ureta and Pinheiro, 1997). Treblem of credit constraint has been
revealed to be one of the major causes of low aljuial output which eventually cumulates
into low farm income (Igbal, 1986). It is interesgito know that many farmers do not even
have access to any means of credit let alone iogrff amount. Formal sources of credit
have some bureaucracy, high transaction cost ametdbnsuming procedure which most of
the times do not favour small scale farmers. Infdrsources of credit also have peculiar

problems such as small size of credit and highésterates (Igbal, 2003).

In Nigeria, the prevalence of credit constraintg aheir impact on production
efficiency has led to low productivity on the farnisconomics of agricultural production at
the micro-level is to attain the objective of ptofnaximization through efficient farm
allocation of resources over a period of time ordityher maximizing output from given
resources or minimizing the resources requiredfoducing a given level of output. Farrell
(1957) referred to technical efficiency as the abilitygmduce the highest level of output

given a bundle of resources.



Observed heterogeneous resource allocation anduahegdowments of the farmers
have been identified to be as a result of poorrmédion and credit market failures. This
results in the differing production outcomes amtmese farm households. Ceteris paribus, a
farm household that is credit constrained will iiszate its resources and under-invest
compared to its unconstrained peer. Availabilityfionce and easy accessibility crucially
affect production start up and subsequent perfocemasf the farmers. Barriers to access

sufficient credit will have adverse effect on teettnical efficiency of farm households.

Rural and small holder farmers in Nigeria like imshdeveloping economies have
limited capital base and have poor access to edtéimance. The inability of the farming
households to have access to adequate capital &ds the problem of low efficiency in
production to persist. The influence of credit domgts on efficiency of production of
farmers cannot be overemphasized. Inadequate cuguiily is a central problem with which
access to other production factors are constrawi¢ll a resultant negative influence on
farmers’ output and efficiency. Farmers whose d¢remtjuest are not fully met still encounter
the problem of low efficiency in production as resmes sufficient for efficiency are not
available. For some farmers, an addition of thenpayt made for the use of capital, cost of
inputs and other costs far exceeds revenue froes safl farm produce. Akinade (2002)
asserted that commercial banks and other formaligfiodmal credit sources are scarcely
found in the rural areas of Nigeria, adding to ¢bestraints of farmers and this suggests that

the accessibility to credit facilities by rural diees is inadequate.

This study broadly investigated the existence, rdgteants and implications of credit
constraints on production efficiency of poultry ¢@gfarmers in Ogun State, Nigeria.
Specifically, the study determined the forms ofd@reonstraint conditions in the study area;
determined the factors influencing the credit caist condition of poultry (egg) farmers and

examined the effect of credit constrained conditionthe production efficiency of poultry
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The role of credit in the development of agricudtand the rural economy has been
identified as critical in the Nigerian economyhbts been given a strong policy consideration
as shown in the formation and contribution of thenB of Agriculture in Nigeria formerly
named National Agricultural Cooperatives and Rubalelopment Bank (NACRDB). The
Bank of Agriculture basically functions in making direct loans to farmers, farmers’

cooperatives and also strengthens the local minem€ée banks, which deliver credit at the



local community level. The bank also performs addal function such asollaborating with
the state and local governments, cooperative agsmts and local microfinance institutions
to improve the welfare of farmers’ groups by makaggicultural loans available to them for
farm investments and farm operating costs. Eadk gta/ernment in the country also has an
institutionalized credit agency which has agricrdtand other small businesses as its main
focus. At other times, different and successiveegoments provide intervention funds under
different schemes or initiatives such as Commeréigticultural Development Project
(CADP), World Bank Assisted FADAMA project, Crop-&gific funded research projects
among other interventions. With all these channatsess and participation of the farmers
has not been without constraints which are chariaetd with the formal financial markets.
The challenge of political bias and affiliation, werranted bureaucracy and loan
requirements have resulted in long processing time high transaction costs. Thus, most
farmers rely majorly on their personal savings aapport from cooperative societies. Credit
services by suppliers particularly the feed milliogntres which is usually short term form
part of the local credit market among the poulagniers. Credit from cooperative societies
account for the highest source of credit to pouliymers. Access to this credit requires that
the farmer become an active member and keep accuitht the society. Commercial banks,
besides being sparse in most rural areas wherfatims are located, they have been reported
to have great reluctance in allocating credit tonfers making their outreach and impact poor

among the farmers.

M ethodology
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agricultural zones - Egba, ljebu, Remo, and YewalAwre in the state. Livestock production,
poultry egg production in particular is predominamtthe state as a result of the perceived
favourable characteristics of the vegetation in ahea which is predominantly rainforest and
derived savannah. Ogun state shares an internblionadary with the Republic of Benin to the
west Within Nigeria, it shares borders wifyo stateto the north, Lagos state to the south, and
Ondo state to the east.

There are two distinct seasons in the state nartfedyrainy season and the dry season

andtwo main types of vegetation which are the tropiei forest and the guinea savannah. The



tropical rainforest is found in the coastal aremajnly in Ogun waterside and part of the Yewa
zone. Rainforests are found in some parts of thleuljzones of the state. Guinea and derived
savannah are found in most of the western and exrtbarts of the state.
Data Sour ce and M ethod of Data Collection

Primary data were used for this study. The dataewebtained through the
administration of astructured questionnaire to elicit information fraime poultry (egg)
farmers.The respondents were limited to poultry (egg) fasria other to give the study a
focus.
Survey Techniques and Sample Size
A multi-stage sampling procedure was used to seladltry (egg) farms in the study area.
The first stage was the random selection of twoegonamely Abeokuta and ljebu. The
second stage involved a random selection of pogkryice centres (Veterinary Stores and
Feed Milling Centres) within the zones. These sendentres were visited on randomly
selected days within the week for the period assigor each of the zones. Farm proprietors
or managers who came to patronize these servideesam the days the centres were visited
were interviewed. Within these zones also, thetlonaof other poultry (egg) farms was
possible with the help of farms that already hadnbimterviewed. Therefore, a total of one
hundred and twenty questionnaire were used. Pofditys who were involved in layers
production in the study area were purposively setbcA post — survey analysis showed that
fifty-three (53) farms were credit-constrained, myeeight (28) were credit-unconstrained,
and thirty-nine (39) farm were not participatinglire credit market Table 1.

M ethods of Data Analysis

The data obtained from this study were analysedgudescriptive and quantitative
analytical tools.

Descriptive analytical technique involves the udefrequency tables, multiple
response tables, and percentages.

Probit regression model was used to identify wfetors determine the credit
constrained condition of a poultry (egg) farmereXamined the relationship between the

probability of a farm being credit constrained ot with a number of explanatory variables.

The model is specified below;
OL ) A A T BRSNS 0]
C* = Dichotomous (1,0), indicating whether obseiaat is credit constrained or not.

Zi = Represent a vector of explanatory variablesrh farm unit i.



& = A vector of parameters
€ = A random error term.
C* is the excess demand function for credit, if G*# implies a situation where there is
demand for credit as against what the farm is segpl
Where
\C = Credit status of the farm (constrained = 1,-constrained = 0)
Z1 = Age of the farm proprietor
Z, = Gender of the proprietor (male=1, female=0)
Z3 = Years of formal education (years of schooling)
Z, = Land titling (titled=1, untitled = 0)
Zs = Farm size for poultry enterprise (no of layedb)
Zs = Records/ Accounts Keeping (Yes=1, No=0)
Z7; = Membership of any Farmers Association or Codpar&ociety.(Yes=1, No=0)
Zg = Loan application (Yes=1, No=0)
Zy= Form of business ownership (Sole proprietorshjfathers = 0)

Z10= Registration status of the farm unit (Not Regiddef® Registered=1)

Results and Discussion

Socio-Economic Char acteristics of Poultry (Egg) Farmers -

The socio-economic and personal characteristidhenffarmers are presented in this
section. The age, gender and educational statubeopoultry egg farmers are have high
import on the productivity of the farmer and thedarstanding of the behaviour of the credit
market. The result showed that majority (90.0%hef credit constrained poultry egg farmers
were males while 10.0 per cent of them were females|€fah The heavy participation of
males in poultry egg production could be due tortger and stress which characterizes the
poultry egg production business which not many fesanight be able to cope with. In some
cases the input of the proprietor is not physiaglib coordination and management of the
farm business. The gender of the proprietor is ipted to influence the efficiency of the
farm unit because some of the input of the propriet managerial and also physical. The
distribution of the age of the respondents showas T2.5 per cent were aged below 50 years
of age. The study further showed that the averageo& poultry (egg) farmers in the study
area is 43 years, these findings agree with theirfgs of Ashagidigbi et al.,2011) and
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Yusuf and Malomo (2007) who reported an averageodd years for poultry (egg) farmers
in the same Ogun state. The age of the proprietfmrms of the vigor, versatility and
likelihood of adoption of innovations and produati@chnologies of the respondents.

The field survey further showed that majority (794, were married and 22.5 per
cent were singles. The marital status of a farnppetor has an implication for the household
size and invariably the amount of family labourttlmavailable for farm business. Results
from the study showed that majority (89.2 %), oé thoultry (egg) farmers had post —
secondary education. This high level of educatibthe poultry (egg) farmers could be due
to the fact that success and efficiency in pouigg production like any other livestock
production enterprise require some level of edocali attainment by the farmer. The
assertion above is premised on the fact that irian& on efficient production and
management methods are constantly evolving to ntieet challenges of the poultry
enterprise. The years of education of the farm qpetqr is thus expected to influence the
efficiency or inefficiency of the farm unit. Theusly revealed that the average years of
experience of the poultry (egg) farmers in the ptaka is 8.72 years with majority (59.2 %)

of the farmers having above 5 years.
Infrastructural Accessto the Farms

The study looked into the level of infrastructuaesilable around the poultry farms in
the study area. The type of water sources availabléhe farms, the extent of rural
electrification and also the quality of access roBtese basic infrastructures are strategic to
the success and efficiency of the agriculturalaeetithough the insufficiency or poor quality
of these infrastructures have persisted in thecaljural sector of Nigeria. Table showed
that 65.8 per cent of the respondents sampled arghdle, 26.7 per cent use deep well while
7.5 per cent have both facilities. This high lesEinvestment in these infrastructures could
be adduced to the act that it is almost imposstblehave a poultry farm without an

independent source of water for production forftren.

The result further showed that majority (60.0%jh& respondents sampled are linked

to the National grid, while 40.0 per cent sampleal rzot linked to the National grid. All the



poultry farm units sampled have a power generatitaghine which either serves as an
alternative source generating electrical powenasther cases it serves as the main source of
generating electrical power for farm use. Majoii®L.7%) of all farm units sampled have
access roads that are motorable but not tarred. Thb per cent of the access roads to these

farms are tarred and in good state.

Flock Size and Total Revenue of Poultry (Egg) Farmers

Table 4 showed the distribution of the flock singl ¢he total revenue gotten from the
enterprise. This total revenue includes both thvemae gotten from sales of eggs and also
sales of spent layers. The poultry (egg) farmeescategorized based on their access and
participation in the credit market. Majority of tsampled units for both credit constrained
and credit unconstrained farms operate at mediwate-sf production. Following Binuomote
et al. (2008), this study categorized small scale fatonthose with flock size less than 1000
birds, medium-scale size to flock size between 180 5000 birds, and large-scale size to
size above 5000 laying birds. A large proportio.84%) of credit constrained and 45.0
percent of credit unconstrained farm units samplede operating at a medium-scale. This
agrees with the findings of Oleke and Isinika (20Mho reported that 67.4 percent of
commercial poultry egg farms in Tanzania were dpggeon the medium-scale. The study
further revealed that 16.7 percent and 28.3 perc#ntredit constrained and credit
unconstrained farm units respectively were opegatim a large-scale.

The distribution of the total revenue showed thhf74percent and 50 percent of the
credit constrained and credit unconstrained faritsurad annual revenue aboxd(\ 000,
000 from sales of eggs and spent layers. This doovgever be adduced to the size or scale
of the poultry farms. It would however not be cotrto conclude that the size or scale of a
poultry farm is a function of its present creditnstraint condition. Some farms have

sufficient resources other than external finan¢tngperate on a large scale.



Distribution of respondents according to the forms of credit constraints

The distribution of respondents according to thenfoof constraints they encounter
in accessing credit facilities for use in agrictdu operations or farm investments is
discussed in this section and shown in Table 5.itdpelassified farms as whether they
applied for loan or not, classification of non-dpaht households requires additional
information (Boucher et al., 2005). The poultry éggners were first asked whether or not
any formal lender would offer them a loan if thegre to apply. If they said yes, they were
then asked why they had not applied. In varianc&tokinger and Boucher (2005) all the
farm production units were asked this qualitativestions whether or not they applied for
loan. The qualitative questions that bothered og thiey did not apply for loan to a formal
financial institution was then used to categorizent into either they were transaction cost
constrained, risk constrained or quantity conse@irnrhe poultry egg farmers who indicated
high interest rate, time factor, high level of pap@rk and high processing fees as factors
hindering their participation in the credit marketsre classified as being transaction cost
constrained (56.7%), while those who responded ttie would not mind participating in
the credit market despite these factors were catgb as not being transaction cost
constrained (43.3%). Poultry egg farmers who indidathat they would not participate
though they have access to the credit market becafuthe fears of losing their assets were
categorized as being risk constrained (35.8%) wthitesse who said they would not mind
putting their assets down as collateral to haveitte finance production were categorized
as risk unconstrained farmers (64.2%). Farmers vesponded that they have sufficient
liquidity to start at the scale they have decidedtart poultry egg production and as such
were not willing to borrow were classified as ctgdjuantity) unconstrained (56.7%), while
those who said they had no sufficient liquidity amave had their request rejected were

classified as credit constrained (43.3%). Those widicated that high collateral and



rejection of their previous applications were dfiesd as credit constrained (65%) while

those who said no were categorized as credit utrednad (35%).

Factors Influencing the Credit Constrained Condition of the Sampled Farm Units

The probit regression model was used to identiéfattors that influenced the credit-
constrained condition of the poultry egg farm unlitat were sampled in the study area. The
maximum likelihood estimates of the probit regressinodel are shown in the Table 6. The
log-likelihood estimate and the chi-square restilthe model are significant at 1 percent
level of significance, implying that the model it &nd suitable for the analysis and the

variables.

Out of the sixteen explanatory variables considerethe model, seven variables
significantly influenced the credit constrained dition of the farm units. The age of the
proprietor significantly but negatively influencete credit constrained condition of the
farmer at 5 per cent. This implies that the prolittdf being credit constrained decreases as
age increases. In other words the older the primprid the farm the lower the likelihood of
being credit constrained. The findings showed thatyears of experience of the proprietor
of the farm has a positive and significant influerat 1 per cent on the credit constrained
condition of the farm. This implies that the highiee years of experience of the proprietor
the higher is the probability of the farm unit bgioredit constrained (Adepoju, 2008). The
coefficient of financial records is positive andrsficantly influenced the credit constrained
condition of the farms at 5 per cent. This implieat keeping financial records by the farms
increased their probability of being credit consiead. One of the prerequisite for
qualification for loan in a formal sector is thdlip to provide the past income statement of
the farm which is only possible with keeping fineaecords. This observed coefficient as
well as that of the year of experience does vamnfa priori expectations of their signs. The

result is however in tandem with that reported iy Q003).

The result further showed that loan application kagdositive relationship on the
credit constrained condition of the farms and digaitly influenced the credit constrained
condition (p<0.1). It is not expected that a farniest does not apply for loan can get
constrained but the level of significance repoitagly that a farmer applying for a loan does

not mean that his/her request will be fully meteToefficient of neighbour use of credit, i.e



whether a neighbour (farmer colleague or othertivedp is participating in any financial
market showed a positive relationship with the ttrednstrained condition of a farm unit and
significantly influences it at 1 percent level djrsficance. Hence, the result showed that the
variable is a significant determinant of credit umed invariably the credit constrained

condition of the farm units and indicates the lfkebd of such observations.

Membership of a cooperative society showed a negjagilationship and significantly
(p<0.05) influences the credit constrained conditiof the farm units. The negative
relationship and significant influence indicatettfeam production units that are members of
any cooperative societies are less likely to bditmnstrained. The coefficients of land size,
educational status, sex, livestock associationinkas ownership and registration status of
the sampled farm production units have a negat&ionship with the credit constrained
condition of the farm production units, but at axrsignificant level. The result implies that
these variables have a likelihood of decreasingptbbability of farm production units from

being credit constrained (Rahji, 2000).

Effect of Credit Constraints on the Profitability of Poultry Egg Production

The t-test of difference of mean was used to deterto what extent credit constraint
affects the profitability of the poultry egg farmits. The value of the gross margin was used
in order to avoid bias with respect to fixed fastofhe result shows that there is a significant
difference between the profitability (as represedriig gross margin) of credit constrained and
unconstrained farm units (Table 7). The t-statistias significant at 1 percent level of
significance (p < 0.01). The t-value result whichsnsignificant at 1 percent level implies

that we reject the null hypothesis and thus farkfect the alternate hypothesis.

Conclusions and Recommendations

This study reveals that credit constrained condifio the livestock sector with particular
emphasis on the poultry egg production sub-sectos imilitating factor to improved
efficiency among other management and socio-ecandattors. The result shows that
majority of the proprietors were males and marrigjority of them were middle-aged,

above forty years of age and have the poultry lmssiras their main occupation. Credit



constraint condition exists in the study area i fibrm of quantity constrained, transaction-
cost constrained and risk factor constrained cardit These conditions were ascertained
through responses on qualitative questions on trelit demand experiences. Age of the
proprietor, years of experience, keeping finanmabrds, loan application, neighbour using
loan, marital status and cooperative membership ngmather factors, are factors that
significantly influence the probability of a farmmiti being credit constrained at differing

levels of significance.
The following recommendations are made based ofirttimgs.

1. Owing to the pronounced effect of constraineell®n the efficiency of the poultry farms,
the government should revisit the guaranteed schenissidized and insured credit) as well
as develop a national formal credit policy alongsal credit bureau concerned with the

financial information of small and medium scale aggicultural enterprises.

2. Commercial banks should be made to commit tecalgural growth and development by
way of recommending a minimum percentage of alhsogiven out to be directed to

agricultural investors and ensuring effective innpémtation.

3. Poultry egg farm proprietors should endeavoyoitoor form cooperative societies as they
will be able to avail themselves the opportunibésooperative membership among which is

access to credit. Government can help facilitategtocess of cooperative formation.
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Table 1: The total sample size of one hundred and twenty poultry (egg) farmersin the

study area was disaggregated based on their access and participation in the financial

market.

Categories Frequency Percentages
Credit Constrained 53 44.2

Credit Unconstrained 28 23.3
Non-Users of Credit 39 325

Total 120 100.0

Source: Field Survey, 2011

Table 2: Personal Characteristics of Poultry (Egg) Farmers

VARIABLES FREQUENCY PERCENTAGES




Gender

Male 10¢ 90.C
Femals 12 10.C
Total 120 100.0
Age of Respondents(years)

Less than 3 23 19.2
31-4C 27 22.t

41 - 50 37 30.8
Above 5( 33 27.F
Total 120 100.0
Mean (Standard Errc 43.14 (1.14

Marital Status

Single 27 220
Marriec 93 77.t
Total 120 100.0
Educational Status

Primary Educatio 2 1.7
Secondary Educatit 7 5.8
Bachelor Degree 91 75.8
Postgradua 20 16.7
Total 120 100.0

Y ears of Experience

1-5 49 40.8
6-1C 33 27.F
11-15 18 15.C

16 - 20 13 10.8
Above 2( 7 5.8

Total 120 100.0
Mean (Standard Errc 8.72 (0.65

Field Survey, 2012

Table 3: Basic Infrastructureson Farms

VARIABLE FREQUENCY PERCENTAGES
Water Source

Borehole 79 65.¢
Borehole and Deep well 9 7.5
Deep wel 32 26.7
Total 120 100.0
Electricity Source(National Grid)

Linked 72 60.0
Not Linkec 48 40.C
Total 120 100.0
Access Road

Non - Motorable 3 2.t
Tarred, in Good Sta 21 17.t
Tarred, in Poor Sta 22 18.:
Un-tarred but Motorable 74 61.7
Total 120 100.0

Fied Survey, 2012



Table 4: Flock Size and Total Revenue from Poultry Egg Production Enterprise.

Variable Credit Credit Non-Users Aggregate
Constrained Unconstrained
Flock Size Freq % Freq % Freq % Freq %
Less than 500 7 13.1 4 14.3 10 25.6 21 17.5
501 — 1000 9 17.0 3 10.7 9 23.1 21 17.5
1001 - 5000 22 41.5 14 50.0 14 35.9 50 41.6
5001 — 10000 5 9.4 1 3.6 5.1 8 6.6
Above 10000 9 17.0 6 21.4 4 10.3 19 15.8
Total 53 100.0 28 100.0 39 100.0 120 100.0
Mean 6539.8 13541.43 2645.73 5500.84
Standard Error (1477.75) (11922.15) (562.82) (119Y0.
Total Revenue
< 5, 000, 000 10 18.9 7 25.0 17 43.6 34 28.3
5,000,001 - 16 30.2 6 21.4 9 23.1 31 25.8
10,000,000
Above 10,000,000 27 50.9 15 53.6 13 33.3 55 45.8
Total 53 100.0 28 100.0 39 100.0 120 100.0
Mean (Std Error) 44,603,000 85,791,000 15,327,000 5,982,000

Standard Error

(10,602,000)

(75,218,670)

(3,408,900 (7,877,330)

Source: Field Survey, 2012.

Table 5: Distribution of respondents according to the forms of credit constraints

QUALITATIVE RESPONSE TRANSACTION FREQUENCY PERCENTAGE
QUESTIONS YES/NO COST
CONSTRAINTS
High Interest rate, Tim YES CONSTRAINEL 68 56.7
factor, High Level of
Paperwork(Bureaucracy) NO UNCONSTRAINED 52 43.3

High processing fees

QUALITATIVE RESPONSE RISK FREQUENCY PERCENTAGE
QUESTIONS YES/NO CONSTRAINTS
Fear of losing asse YES CONSTRAINEL 43 35.¢

NO UNCONSTRAINED 77 64.2




QUALITATIVE RESPONSE QUANTITY FREQUENCY PERCENTAGE

QUESTIONS YES/NO CONSTRAINTS
High Collateral, Have YES CONSTRAINED 78 65.0
always been rejected.
NO UNCONSTRAINED 42 35.0
Have Sufficient Liquidity YES UNCONSTRAINED 68 56.7
NO CONSTRAINED 52 43.3

Source: Field Survey, 2012

Table 6 Determinants of credit constraints conditions of the poultry egg farms. (
Probit Model)

Independent Coefficient  Standard T-value MeagVariables
Error Effects
Age of Proprietor -0.28637 0.11865 -2.4134* 0.0001

Years of experience 0.70258 0.24208 2.9023** 0.0001

Flock size 0.63835E-04 0.81552E-04 07782 0.0002
Land size -0.19056E-01  0.24594E-01 8877 0.0001
Records/Accounts Keeping 3.1301 1.4762 12@4** 0.81698
Loan application  4.8947 2.5065 1.9528* 0.98171
Neighbour use 6.1557 2.1272 2.8938***(.98488

Religion 3.7375 2.5740 1.4520 662
Educational status  -0.20223 0.18428 -1.0974.0000

Marital status ~ 5.9219 3.3180 1.7848* 0.98482

Sex -2.3911  1.8107 -1.3205 -0.15087E-

Livestock association -1.9251 1.6506 -1.1662-0.15068E-01
Membership
of Cooperatives -8.9320  3.9902 -2.2385** 0.15090E-01

Land titling 0.47792 1.6448 0.29056 0.30443E-01

Business ownership -1.5506  1.1536 -1.3441 0.0001



Registration status -0.97940 1.5730 -0.62268.14265E-01
Constant 2.8844 4.4022 0.65521
Log-likelihood Function -8.1141%**

Chi-squarey?) 150.127%**

Pseudo R 0.89

Source: Field Survey 2012

The statistical level of significance are denoted *a **, *** for 10%, 5% and 1%
respectively.

Table 7: Test of Difference of Mean Profit between Credit Constrained and Credit
Unconstrained Poultry Egg Farmers.

Constrained Status Mean Gross Margin Standard Deviation t-value

Constrained 6.12E6 (1.30E6) 3.86***
Unconstrained 8.87E6 (4.09E6)

Source: Field Survey 2012

Statistical Level of significance denoted as ***ghes significance at 1%



