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ABSTRACT 
The survey was conducted to assess the role of microcredit in the development of agricultural sector of the 

economy in Bama Local Government Area of Borno State. Five villages were purposively selected, base on the 

availability of micro credit beneficiaries. Kasugula, Mairi/Hausari, Goniri, Abaram and Zangeri villages were 

selected for the study. This study utilized data obtained from a survey of 50 microcredit beneficiaries (farmers). 

The data were analyzed using descriptive statistics and multiple regressions. The result of the study revealed that 

majority of the micro credit beneficiaries are in their middle ages and productive stages 31-40 years, Qur’anic 

(Islamic) education has the highest percentage (60%) followed by primary education (20%) and 34% of 

beneficiaries of microcredit cultivated above 6 hectares in 2013 compared to the 2012 in which only 20% of 

beneficiaries cultivated above 6 hectares, The regression results indicated that microcredit and farm size were 

found to be positive and statistically significance at 5%. It was recommended that Micro-credit schemes and 

policies should be put in place, where farmers will be able to easily access small and manageable amounts of 

money quickly. 
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INTRODUCTION 

 

Micro credit for agriculture development has an 

increasing role in contemporary times. According to 

Nzotta and Okereke (2009), micro credit affects 

economic Growth, Stagnation or even decline in any 

economic system. However, growing concern has 

developed overtime regarding the need for effective 

access to credit facilities for farming purpose. Micro 

credit is an essential tools for promoting agricultural 

development because the agriculture sector is the 

main source of sustainability for many developing 

nation especially Nigeria. 

Agriculture is central to the economic development of 

any nation .In Nigeria Agriculture has always played 

important role of contributing substantially to the 

overall growth and development of the economy. 

Nigeria is predominantly an agricultural country 

dominated by small-scale farmers who produce large 

part of the agricultural output. These groups of 

farmers according to (Mora 1994) are characterized 

by their engulfment in vicious cycle of poverty due to 

low productivity, low income, low savings and low 

investment. He further observed that this vicious cycle 

in the rural areas has been identified as one of the 

major factors impeding rapid economic development. 

Past efforts towards overcoming these problems were 

traced to lack of access credit facilities by farmers. 

much assistance is still needed to be done because 

adequate farm credit to small- scale farmers is 

essential for accelerating agricultural development. 

Poyi (2005) stated further that since over 70% of the 

populace is engaged in this sector in one way or the 

other; it needs financial intermediation to further 

stimulate its growth and development. Ijere (1998),  

had implied the same thing by saying that credit can 

be considered from its ability to energize or motivate 

other factors of productions, thus acting as a catalyst 

that activate the engine of growth, enabling it to 

mobilize its inherent potential and advance in the 

planned or expected direction .  Agriculture can be 

financed through the Banks and financial Institution, 

Credit Unions, Non-Governmental organization, Self-

Help Group and private lenders. Increase in 

Agricultural productivity has a direct relationship with 

availability of funds for procurement of necessary 

farm inputs Odagun  (1989).Various financial and 

lending institution have provide financial support to 

the sector but yet, Agricultural production in the 

country has suffered a setback. It is against this 

background that this research work was conducted to 

examine the role of micro credit in Agricultural 

production with a view of high lighting areas of its 

strength and weaknesses and making recommendation 

that will go a long way towards encouraging lending 

to the sector, since as we have observed access to 

credit is critical to lifting small scale farmers above 

the subsistence level. The objectives of this study are 

to: describe the socio economic characteristic of the 

farmers, to analyze the effect of microcredit and other 

factors on the farmers volume of output and to 

identify constraint to provision of efficient micro-

credit in agricultural production. This study therefore, 

will provide adequate information with regards to role 
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of microcredit in agricultural sector of the economy so 

as to guide the development actors to incorporate 

these factors in their development plans, policy 

formulation and policy document. The findings of this 

study will provide basis for financial institutions and 

other credit agencies that intends to bring 

developmental project that will improve Agricultural 

production. 

 

 

METHODOLOGY 

 
 Study Area 

 

The study was carried out in Bama Local Government 

of Borno State. Bama is situated in the extern south-

east corner of Borno State of Nigeria and it shares a 

common boundary to the North by Ngala LGAs, to 

the East by Cameroun Republic and South by Gwoza 

(N.I.G, 2004). The city has a population of 592,396 

people (NPC, 2006). It has an area of 6,176 square 

kilometres. The field survey was carried out in 5 

villages of Bama LGAs namely: Kasugula, 

Mairi/Hausari, Goniri, Abaram and Zangeri 

  

Sampling Procedure 

 

The study area was purposively selected based on 

Availability of microcredit beneficiaries. The study 

cover 5 villages from the Local Government from 

each village ten farmers were randomly selected 

making a total of fifty (50) respondents for the study. 

 

Analytical Tools 

 

The analytical techniques employed for this study 

were: Descriptive statistics such as frequency  

 

 

 

 

 

 

distribution and percentage was used to describe the 

socio economic characteristic of the farmers and 

identify constraint to provision of efficient micro-

credit in agricultural production, multiple regressions 

to analyze the performance of microcredit on the 

farmers’ farm size, input use and volume of output. 

 

Model Specification 

 

Multiple regression models 

 

The multiple linear regression models involves more 

than one independent variables (Rahman, 2014) 

The model is generally specified as follows: 

 ... μ)............(1) 

Where 

 = Farmers output,  = Functional notation,  .. 

 = Independent or explanatory variable 

μ = Error term, Derived from equation (1)   

 

 
Where, Y=Total farmers output,  0 = Constant, 

 1.......  8 = The coefficient of explanatory variables, 

X1 = Micro credit (Naira), X2 = Farm size (ha), X3 = 

Fertilizer, μ = Error term. 

RESULT AND DISCUSSION 

 

Socio-economic Characteristic of Respondent 

The selected socio-economic characteristics of the 

respondents as given in the table1 below,  age (farm 

size), educational status, farming experience, farm 

size. Age is the years of life of the respondents from 

birth to the time of the survey. The result in Table 1 

revealed that majority of the micro credit beneficiaries 

are in their middle ages and productive stages 31-40 

years, This indicate that they could engage in works 

that were labour intensive which result to 

sustainability of agricultural production in the study 

area. This agrees with the work of Nyong (2010) 

physical capability and productivity are determined by 

the Age of the farmers. The analysis of level of 

education in Table 1 shows that , Qur’anic (Islamic) 

education has the highest percentage (60%) followed 

by primary education (20%) then secondary education 

(12%) while tertiary education have the least 

percentage of (8%) This is the indicator of the ability 

of the individual to read or write both in a formal and 

the informal way. An individual’s level of education 

should usually enhance his social and economic 

decisions favourably, as he has the capacity to judge 

and make decision objectively. Result from table 1 

also shows that majority of farmers have been farming 

for 6-10Years and therefore, knows how difficult 

farming can be and the important of it as a result of 

that they can make decision on microcredit 

acquisition.  

The analysis of farm size in table 2 shows that 

significant difference were observed between the year 

2012 and 2013 cropping season in the average number 

of hectares cultivated. The result show that 34% of 

beneficiaries of microcredit cultivated above 6 

hectares in 2013 compared to the 2012 in which only 

20% of beneficiaries cultivated above 6 hectares. This 

result indicates that credit made available to 

borrowers enable more of them to cultivate larger 

farm size. The result also agree with Odagur(1989) 

whose study show that loans granted to small scale 

farmers caused a shift or increase in their production. 
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Table 1: Socio-economic chrematistics of the respondents 

Variable Frequency Percentage (%) 

Age (years)   

Less than 20 3 6 

21-30 18 36 

31-40 23 46 

Above 40 6 12 

Educational Status   

Qur’anic 30 60 

Primary 10 20 

Secondary 6 12 

Tertiary 4 8 

Farming Experience   

Less than 5 14 28 

6-10 20 40 

11-15 6 12 

Above15 

Total 

10 

50 

20 

100 

Source: Field Survey, 2013 

 

The Effect of microcredit, farm size, input use on 

the farmers’ volume of output 

The analysis presented in Table 3 shows that the R
2
 

value of 0.781 with a F- value of 56.031 significant at 

5%, Indicate that 78.1% of the variability in the output 

of the respondent is accounted for by the various 

independent variables used. Furthermore the 

coefficient of microcredit, farm size are positive and 

significance at 5%. The positive coefficient of these 

variables suggests that a unit increase in the variables 

will led to increase in Farmers output.  

 

Table 2: Distribution of Farm size among the respondents (2012 and2013) 

Farm size                   2012 

Frequency 

 

Percentage 

                 2013 

Frequency 

 

Percentage 

Less than1 5 10 4 8 

1-2 9 18 7 14 

3-4 14 28 10 20 

5-6 12 24 12 24 

Above 6 10 20 17 34 

Source: Field Survey, 2013 

 

Table 3: Regression estimates to analyse the performance of microcredit 

Variable  Coefficients T-values 

Microcredit  0.232 2.595 

Farm size 0.832 8.875 

Fertilizer -0.224 -2.641 

R
2 

0.781  

F- Value 56.031  

Source: Field Survey, 2013 

**= significant at 5% level 0f significant Constrain in accessing microcredit 

 

Table 4: Constraints to accessing microcredit (Multiple Responses) 

Constraints  Frequency  Percentage 

Lack of collateral 22 44 

High Interest Rate 50 100 

Lack Of Guarantors 15 30 

Distance from bank 34 68 

Cumbersome application procedure 40 80 

Years Of Experience 17 34 

Source: Field Survey, 2013 

 

The major constraints are those problems militating 

against accessing microcredit in the study area. The 

respondent identified some major problems which 

include: high interest rate, lack of collateral, year of 

experience and so on. The constraints the farmers face 

in accessing credit determine how much credit they 
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get as a result it affects the farmer investment 

behaviour. 

Table 4 reveals that the 100% of the respondents’ 

constraint access to microcredit is the high interest 

rate charge by the commercial banks, and 80 % of the 

respondents stated that their major constraint is the 

cumbersome application procedure they have to go 

through before obtaining the microcredit. 

 

 

CONCLUSION AND RECOMMENDATIONS 

 

The findings of this study have shown that micro 

credit played a major role in the farming activities of 

the farmers in the study area. After accessing 

microcredit they have been a slight increase in the size 

of land they use for farming increase their output. 

Regular visits to the institution for follow up and high 

interest rates that have to paid are major constraints 

that the farmers face when applying for credit. 

 The following recommendations were made based on 

the findings of the study as an attempt to solve 

problems which include: 

 Micro-credit schemes and policies should be put 

in place, where farmers will be able to easily 

access small and manageable amounts of money 

quickly. 

 More branches of formal institution should be 

situated within the area so as to reduce the 

distance that the farmers have to cover to reach 

financial institution and ease loan management 

for the banks. 
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