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ABSTRACT
Poultry enterprise is capital intensive; hence, most commercial poultry farmers rely on credit facilities
to sustain their businesses. Previous studies established that access to credit enabled farmers’
participation in commercial poultry production. However, information on how the use of credit affects
profitability of commercial poultry production is scanty. Therefore, the effect of credit utilisation on
the profitability of poultry production in Southwestern Nigeria was investigated.

A four-stage sampling procedure was used. Ogun, Oyo and Ondo states were randomly selected; and
three Local Government Areas (LGAs) in each state based on prevalence of commercial poultry
entrepreneurs. Cluster sampling technique was used to select two communities where poultry
enterprises huddled in the selected LGAs. Ten percent of the entire poultry farmers were selected to
give a total of 250 respondents. Data were collected using interview schedule on respondents’ socio-
economic and enterprise characteristics (age, education, occupation, type of enterprise and
management practice), access to credit facilities, attitude towards use of credit and utilisation of
credits, constraints to utilisation of credit and profitability of commercial poultry farming. The Benefit
cost ratio was used to estimate profitability. Indices of credit accessibility (low: 0.00-4.37; high: 4.38-
22.00), credit utilisation (low: 0.00-10.42; high: 10.43-19.00), attitude towards use of credit for
poultry enterprise (unfavourable: 36.00-63.70; favourable: 63.80-84.00) and profitability (low;₦3,818,278.29 - ₦12,550,288.00; high; ₦12,550,289.00-₦86,427,167.00) were generated. Data were
analysed using descriptive statistics, Chi-square, Pearson product moment correlation and ANOVA at
α0.05.

Most respondents were male (74.8%). Age and years of formal education were 42.56±9.84 and
17±9.26 years, respectively. More than half (52.8%) engaged in poultry production as their primary
occupation, 54.4% combined egg and meat production and 63.6% used battery cage system. Credit
was mostly accessed from cooperative societies (𝑥=1.19) and family/friends (𝑥=1.07). Sixty two
percent of respondents had favourable attitude towards the use of credit in their enterprises while
access to credit facilities (78.60%) and credit utilization (67.2%) were low among them. High interest
rates and high risk associated with poultry enterprise ranked highest as constraints to use of credit in
poultry enterprise. The net profit from poultry production was ₦1,766,230.95±809,396.46 and
profitability was high among 67.8% of the respondents. Size of enterprise (r=0.15), years of farming
experience (r=0.29), access to credit facilities (r=0.14), number of employees (r=0.31) and credit
utilisation (r=0.085) correlated significantly to profitability of commercial poultry enterprise. Farmers
differed significantly in their profitability depending on their level of credit utilisation, type of poultry
enterprise and location. Profitability was significantly higher among high credit users
(₦16,849,577.83±44,267,049.48) than low credit users (₦6,740,704.90±20,671,384.92). Combined
Meat and egg producers had higher profitability (₦18,576,837.38±44,106,264.29) than meat only
(₦15,639,874.67±47,308,877.27) and egg only producers (₦8,002,758.70±29,298,672.40).
Profitability was higher in Ogun (₦18,792,463.78±23,062,122.53) than Oyo
(₦15,564,957.58±46,957,103.9915) and Ondo (₦10,177,560.11±53,875,752.40) states.
Credit utilisation enhanced the profitability of commercial poultry enterprise in Southwestern Nigeria.
Profitability was highest in Ogun state and among poultry farmers who combined egg and meat
production in their enterprise.

Keywords: Poultry profitability, Egg and meat production, Commercial farming, Agricultural credit
Word count: 478
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CHAPTER ONE

INTRODUCTION

1.1 Background to the study

Agriculture continues to be the most important sector of the Nigerian economy in terms of
providing employment. Although its contribution to the nation's foreign exchange
earnings is relatively low compared with that of the oil and gas sector, it employs about
70% of the workforce and also, accounts for slightly more than 40% of Gross Domestic
Product, (United State Agency for International Development - USAID, 2013). According
to Adeyemo and Onikoyi (2012), livestock is an important aspect of agriculture that
contributes between 10 and 38 % of non-oil foreign exchange earnings of the country.
Poultry production is important in supplementing the income of households in most
developing countries. Its production has assumed an important role as a commercial
activity with enormous potential for rapid economic growth (Ekunwe et al., 2006).
Furthermore, Assa (2012) indicated that poultry production is the fastest growing
component of global meat production, even in developing countries like Nigeria.

Poultry iis ia icategory iof idomesticated ibirds ikept iby ihumans ifor ithe ipurposes iof ieggs, imeat
iand/or ifeathers. iAccording ito iOhio idepartment iof ihealth, i(2015) iand iEseigbe i(2005),
ipoultry ibirds iinclude ichickens, iquails iand iturkeys, idomestic iducks iand idomestic igeese.
iPoultry ialso iincludes iother ibirds iwhich iare ikilled ifor itheir imeat, isuch ias ipigeons ior idoves
ior ibirds iconsidered ito ibe igame, ilike ipheasants i(Miller, iRichter, iMcNellis iand iMhlanga
i2010). iPoultry ifarming iis ithe ipractice iof iraising ibirds isuch ias ichickens, iturkeys, iducks iand
igeese ifor ithe ipurpose iof iproducing imeat ior ieggs ifor ifood i(Olarinde iand iKuponiyi, i2014).
iChickens ifarmed ifor imeat iare icalled ibroilers, iwhilst ithose ifarmed ifor ieggs iare icalled
ilayers. iPoultry iproduction iis ia ivery iimportant isource iof ilivelihood ifor imost irural
icommunities. iThis iis ibecause iit iprovides iready icash ifor iemergency ineeds i(Benabdejelie,
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iArfaoui iand iKarari, i2005), isupplies ithe ifast-growing ihuman ipopulation iwith ihigh-quality
iprotein, icontributes isignificantly ito ifood isecurity, ipoverty ialleviation iand iecologically
isound imanagement iof inatural iresources i(Nmadu, iOgidan, iand iOmolehin, i2014). i Effiong
(2005) observed that consumer preferences are shifted for poultry meat (white meat) given
the economic, social and health advantages it has over the other types of meat (red meat).
These socioeconomic benefits have led to commercial production of poultry.

Commercial poultry production is the raising of birds mainly for sales and profit. iIt iusually
iinvolves ilarge-scale iproduction iand ihuge ifinancial ilayout. iAlthough ipoultry ikeeping iin
iNigeria istarted iwith ithe itraditional ifree-range isystem iwith ilittle ifinancial icommitments;
ibirds iwere iallowed ito iroam iabout ifreely. iNowadays, ithe ifinancial icommitment iis ihuge
ibecause ibirds iare iraised iintensively ifor icommercial ipurposes. iAccording ito iCarter i(2005),
ithe itype iof icost iincurred iin ipoultry iproduction idepends ion ifactors isuch ias; ihousing,
ibreed/varieties, ibrooding, iwater iand iwatering iequipment, ifeeds iand ifeeders, ilight, ivaccine
iand imanagement. iThis iconstitute imajor icost iin icommercial ipoultry iproduction. iThis
isuggests ia ineed ifor ihuge iand ireliable ifinancial icapital iwhich ifrequently iserves ias
iconstraints ito icommercial ipoultry ienterprise. iAccording ito iAdeyemo iand iAdeyemo i(2009),
ithe ioverall iranking iof ithe iproblems imilitating iagainst icommercial iegg iproduction iwas
ifinance. iThe iavailability iof ieasy ifinancial icapital iin iform iof iagricultural icredit iis iessential
ifor ithe isustainability iof icommercial ipoultry ienterprise.

Agricultural credit services are provided by both formal and informal institutions. Sani
(2000) categorised credit sources into formal and informal. Informal credit sources include
private money lenders and friends and relatives. These groups have played some important
roles in providing financial capital for agricultural production, but have generally been
known to operate against the interest of farmers through the imposition of stiff borrowing
conditions. The formal sources include loans and grants from financial institutions like
commercial banks, cooperative banks, community banks who are operating under the
guideline of the Central Bank of Nigeria (Nwosu, Ekpebu and Udeh, 2007). According to
Cole (2002), profit will be impossible without sufficient credit because agricultural
profitability involves the adoption of better agricultural practices by farmers. In other
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words, access and utilisation of credit enable farmers to make more profitable
entrepreneurial choices (Pokrivcak, 2002).

Recognition iof icredit ias ia ipowerful iinstrument ifor ithe idevelopment iof ithe iagricultural
isector ihas iled ito ia imultitude iof iprogrammes ion iagricultural ifinancing iin ithe ipast ifew
idecades i(Afolami, iAfolabi iand iOdutola, i2011). iNwosu iet ial., i(2007) iposited ithat iseveral
ipolicies iwere iaimed iat istrengthening ithe iagricultural iand ifarming ifinancial imarkets iinclude
ithe iestablishment iof ischemes, iprogrammes iand iinstitutions ito iaddress iand ideliver
igovernments iintention iin ithe isector. iThese ischemes ifor ifinancing iagriculture ihad ithe ifirst
iobjective iof iencouraging ibanks ito ilend ito ithe isector idespite ithe irelatively ihigher irisk iand
iuncertainty. i This was done by providing banks with low-cost funds for lending (Afolabi,
2012). Some schemes and banks include Nigeria Agricultural Cooperation and Rural
Development Bank (NACRDB), Agricultural Financial Capital Guarantee Scheme
(ACGS), Bank of Agriculture (BoA), Agricultural Intervention Fund (AIF), People’s Bank
(PB) and Community Banks (CB). The main objective of these programmes was to solve
the financial problems of farmers and enhance the profitability of agricultural enterprises.
Credit supply to farmers is widely perceived as an effective strategy for enhancing the
increase in agricultural productivity as well as profitability (Phillip et al., 2008).

1.2 Statement of problem
In Africa, agriculture and agro-industries account for more than 30% of national incomes
on average, as well as for the bulk of export revenues and nearly three-quarters of her
population depending on agriculture to secure their livelihoods (Oram 2012; Connolly
2014). This sector idemands ian iextra isource iof ifinance ifor iit ito ireach iits ipotential.
iAgricultural icredit iis iconsidered iessential ito ithe iprocess iof iimproving iagriculture. i

iAccording ito iMahmood iet ial., i(2009), ieasy iand icheap icredit iis ithe iquickest iway ito iboost
iagricultural iproduction iespecially ithe ipoultry ienterprise. iThe iagricultural isector idepends
imore ion icredit ithan iany iother isector iof ithe ieconomy ibecause iof ithe iseasonal ivariations iin
ithe ifarmers' ireturns iand icredit irequirement iin ithe itransformation iof isubsistence ito
icommercial ifarming. iUnfortunately, iin iNigeria, i70% iof ithe itotal icredits ireceived iby
iNigerian ifarmers iis inon-institutional iand itakes ian iinformal iplatform iand iit ireceives ionly
ione iper icent iof itotal icommercial ibank iloans i(Global iAgricultural iInformation iNetwork
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i[GAIN] i2011). iThis iis isignificantly ibelow ithe ilevel iof iother ideveloping icountries, ie.g.
iKenya iand iBrazil iwhich ireportedly iregisters i6 iand i18percent. iThis icould ibe ias ia iresult iof
iseveral ireasons ione iof iwhich iis ifarmer's ipoor iresource iendowment. iMost ifarmers iare
iunable ito imeet ithe istipulated icriteria ifor iformal icredit. iAs ia iresult, ipoor ifarmers iare ileft
iwith ino ioption iother ithan ito isource icredit ifrom iinformal isources. iIn ian iattempt ito iaddress
ithe icredit ineed iof ithe iNigerian ifarmers, ithe ifederal igovernment iof iNigeria ienacted iseveral
ilending ipolicies iand icreated ispecialised iinstitutions ito icarter ifor icredit ineeds iin ithe
iagricultural isector. iHowever, ilittle iattempt ihas ibeen imade ito ilook iinto ithe ieffects iof ithese
ifacilities ion ithe iprofitability iof ithe ibeneficiaries

In term of credit, the poultry enterprise is one area that should be given consideration
given the fact that it has a short gestation period of production, and funds accessed and
efficiently utilised can be paid back at the appropriate period. Furthermore, the poultry
industry in Nigeria has particular has been rapidly expanding in recent years and is,
therefore, one of the most commercialized (capitalised) subsectors of Nigerian agriculture
(USDA 2013; Adene and Oguntade 2006). However, like other agricultural enterprises, it
shares the same investment handicap, which is the high-risk nature arising from ecological
and biological factors (Mahboub et al., 2004). According to Effiong (2005), undeveloped
technologies for handling, storing, processing and marketing of produce make the poultry
enterprise particularly sensitive. Most financial institutions now consider poultry
enterprise a high-risk investment due to the high rate of mortality, low productivity and
hence low levels of loan repayments (Akanni, 2007). This situation has led to scepticism
on the part of financiers when considering financial requests for poultry production. At
present, a large proportion of commercial poultry operators are small scale due to
deplorable financial standing and high business risk which reduces the level of accruable
profit (Oludimu, Awojobi and Akanni, 2004).

The iprofitability iof ithe ipoultry ienterprise iis inot ionly iaffected iby ithe ihigh icost ibut ialso ithe
ilow-quality ifeeds, iwhich ihas ia inegative iimpact ion iproductivity; ilow ilevel iof iegg
iproduction ias iwell ias ibirds’ isusceptibility ito idiseases i(Oladeebo iand iAmbe-Lamidi, i2007).
iThe ipoultry iindustry iis ialso ibedevilled iwith ithe irisk iof idiseases; ithis irisk iis ihigh iin
icommercial ipoultry iproduction i(Olarinde iand iKuponiyi, i2004). iIncidences iof idiseases
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ihave iresulted iin imassive ireduction iin ithe isale iof ipoultry iproducts, iparticularly ipoultry
imeat. iConsumers iof ipoultry iproducts ieither ireduce itheir ipatronage ior ishifted ito iother
ianimal iproducts ientirely. iFor iinstance, ithe ioutbreak iof ithe ideadly iAvian iInfluenza
inegatively iaffected ithe ipoultry iindustry iin iNigeria. iIt iresulted iin ilow isales ito ifarmers iand
iconsequently idrove ia igood inumber iof ithem iout iof ibusiness, ifollowing ithe icollapse iof itheir
ipoultry ifarms i(Benabdejelie iet ial., i2005). i

A inumber iof ifactors ihave ibeen iidentified ias imilitating iagainst ithe iprofitability iof ithe
ipoultry ienterprise iand iutilisation iof icredit ithese iinclude, ithe iuntimely irelease iof ifunds,
iunfavourable icredit icondition ias iwell ias inone ior ipartial iutilisation iof icredits ifor ipoultry
ienterprise. iAccording ito iAkinyele i(2005), imany ibanks iprefer ito ipay ipenalty ithan irisk
ilending itheir ifunds ito ifarmers. iReasons iadduced ito ithis iare inatural idisasters, ipoor ifarming
imanagement, ilow iproduct iprices, iloan idiversion, ihigh icost iof iprocessing iloans irelative ito
ithe iactual iloans, iand ideliberate irefusal ito ipay. iIn isome icases iwhere iloans iare iapproved, iit
iarrives itoo ilate ifor iit ito ifulfil ithe ipurpose ifor iwhich iit iwas iintended ior iit iis imade iavailable iat
ian iunreasonable iinterest irate. iThe igovernment's iattempt ito iinstitutionalize iagricultural
ifinancial ipolicies ihas inot iyielded ithe imuch-needed idividend iat ithe igrass iroot i(Sani, i2000;
iOkwoche iAsogwa iand iObinne, i2012). iThough ithere iare iplans ito iincrease icredit ito ithe
iagriculture isector iin iorder ito imake iit iprofit-oriented iand icommercialise ithe isector, iit iis
iimperative ito iassess ithe ieffect iof icredit iutilization ion ithe iprofitability iof icommercial
ipoultry ibefore ithat iis idone. iPrevious istudies ion ipoultry iand icredit isuch ias iOlagunju iand
iBabatunde i(2012) ifocused ion ithe iimpact iof icredit ion ipoultry iproductivity iin iSouthwestern,
iNigeria, iOdimegwe iand iBabatunde i(2015) iassessed ithe iprofitability iof ipoultry iegg ifarming
iin iOgun iState, iNigeria, iwhile iAdeyemo iand iOnikoyi i(2012) istudied ithe iprospects iand
ichallenges iof ilarge-scale icommercial ipoultry iproduction iin iNigeria. iHowever, ithere iseems
ito ibe ia idearth iof iliterature ion ithe ieffect iof icredit iutilization ion ithe iprofitability iof
icommercial ipoultry iproduction. iIt iis iagainst ithis ibackdrop ithat ithis istudy iascertains ithe
ieffect iof icredit iutilization ion ithe iprofitability iof icommercial ipoultry iproduction iin
iSouthwestern iNigeria iby iproviding ianswers ito ithe ifollowing iresearch iquestions:
1. What iare ithe isocioeconomic icharacteristics iof irespondents iin ithe istudy iarea?
2. What iare ithe ienterprise icharacteristics iof irespondents iin ithe istudy iarea?
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3. What iis ithe ilevel iof iaccess ito icredit isources i(formal iand iinformal) iby irespondents iin
ithe istudy iarea?

4. What iis ithe iattitude iof irespondents itowards ion icredit iservices iin ithe istudy iarea?
5. What iare ithe iconstraints ifaced iby irespondents iin ithe iutilization iof icredit ifor ipoultry

ienterprise iin ithe istudy iarea?
6. What iis ithe ilevel iof icredit iutilization iby irespondents iin ithe istudy iarea
7. How iprofitable iis icommercial ipoultry ienterprise iof irespondents iin ithe istudy iarea?

1.3 Objectives of the study
The general objective of this study is to ascertain the effect of credit utilization on the
profitability of commercial poultry production in South-west, Nigeria. The specific
objectives of this study are to:

1. describe ithe isocioeconomic and enterprise characteristics iof irespondents. i
2. ascertain ithe ilevel iof iaccess ito icredit isources i(formal iand iinformal) iby irespondents .i
3. determine ithe iattitude iof irespondents itowards ion icredit iservices i.
4. identify ithe iconstraints ifaced iby irespondents iin ithe iutilization iof icredit ifor ipoultry

ienterprise i.
5. assess iis ithe ilevel iof icredit iutilization iby irespondents iiand
6. evaluate ithe iprofitability iof icommercial ipoultry ienterprise iof irespondents .

1.4 Hypotheses of thee study

H01: Their is no significant relationship between socioeconomic characteristics of
respondents iand ithe iprofitability iof icommercial ipoultry ienterprise

H02: There iis ino isignificant irelationship ibetween iaccess ito icredit iof irespondents iand ithe
iprofitability iof icommercial ipoultry ienterprise

H03: i There iis ino isignificant irelationship ibetween ithe iconstraints ito ithe iutilization iof
icredit iand ithe iprofitability iof icommercial ipoultry ienterprise i

H04: There is no significant relationship between credit utilization and the profitability
of commercial poultry enterprise
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H05: There iis ino isignificant idifference iin ithe iprofitability iof icommercial ipoultry
ienterprise iacross ithe ilevel iof iutilization iof icredit ifor icommercial ipoultry ienterprise

1.5 Justification iof ithe istudy
Poultry production in Nigeria has remained the largest sub-sector of agriculture
contributing about 60% to total livestock production and provides employment
opportunities for people across educational, gender and income divide. Hence, support for
this industry becomes pertinent to achieve food security, gainful employment, and poverty
reduction. This study will reveal the level of profit existing among poultry farmers and
how increased credit can boost the enterprise. This information is important in designing
specific need-driven interventions by all stakeholders, especially because poultry
production is considered a high-risk investment. In addition, access to credit most likely
varies with certain socioeconomic characteristics of farmers; therefore, the study will give
socio-economic directions to financial interventions, especially in increasing their
financial options.
Given that poultry production is usually believed to be bedevilled with slow returns on
investment, information on the profitability of poultry enterprise will be important to
estimate the repayment capacity of the farmers, which is a veritable determinant in
accessing finance from formal financial institutions. This study is set to reveal the
constraints to the utilisation of credit for poultry enterprise, with the view of revealing
how extension workers and government can enhance utilisation of credit for agricultural
purposes. With information on the financial status of farmers' poultry enterprise; research,
educational, and extension institutions can henceforth limit technology delivery to what
farmers can economically afford. Similarly, the information will help financial institutions
to design more feasible repayment pattern, especially after considering the peculiar
sensitivity analysis of the enterprise to provide a win-win situation. Also, it can be used by
the government and agricultural insurance scheme in designing cushioning strategies to
avoid the collapse of some poultry enterprises.

1.6 The study Area
One of Nigeria's six geopolitical and agricultural zones, south-western Nigeria, is where
the study was carried out. States in the zone include Oyo, Ogun, Ondo, Osun, Lagos, and
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Ekiti. The location was chosen due to the high popularity of poultry farming among locals,
the ready market for poultry goods, and the similarity of socioeconomic and political
conditions. Latitudes 50 South and 90 North, as well as Longitudes 20 and 80 East, are all
located in southwest Nigeria. The Republic of Benin, the Atlantic Ocean, the River Niger,
and north-central Nigeria form its northern and western borders, respectively. The land
area of southwestern Nigeria is 78,505.17 square kilometers, or about 8% of the total area
of the nation.

CHAPTER TWO

LITERATURE REVIEW
2.1 Poultry production
Poultry ifarms ican ibe iclassified iinto itwo imain itypes: ifarms ifor iegg iproduction iand ifarms ifor
imeat iproduction.

2.1.1. Egg iProduction
In egg-producing farms, day-old chicks are purchased from specialized hatcheries that
produce egg-producing pullets. These pullets are either raised by the egg producer or a
pullet grower until they are ready to start laying eggs, which is usually at 19 weeks of
age (Beutler, 2007). The iegg iproduction icycle ilasts ifor iabout ione iyear. iThe ipullets iand
ilaying ihens iare iraised imainly iin ienvironmentally icontrolled ipoultry ihouses iin icage
isystems. iTo imake ithe imaintenance iprocess ieasier, iautomated i feeding, iwatering, iand
iegg icollection isystems iwere ideveloped. iFeed iand iwater iare imoved ion irotating ibelts
iwhich ipass iby ithe icages. iAnother irotating ibelt icollects ithe ieggs iand isends ithem ito ithe
isorting ichamber ito ibe itested ifor ifertility, igraded, iand isorted iaccording ito isize, imaking
ithem iready ifor idelivery ito ithe imarket i(Farran, i2009). iLaying ihens iin iegg iproducing
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ifarms iare iusually iof ismall ibody iframe iand ibody iweight icompared ito ibroilers. iThey ican ibe
iclassified iinto itwo igroups: idual ipurpose ichickens ior iegg iproducing ichickens. iEgg
iproducing ichicken ibreeds ihave ibeen ibred iand iraised ifor imaximum iegg iproduction i(up ito
i300 ieggs iper iyear) irather ithan ihigh imeat iyield i(Beutler, i2007). iDual ipurpose ichickens iare
ismaller iin isize ithan icommercial imeat ibreeds. iThey iare iused ifor imeat ias iwell ias iegg
iproduction, iand ican iproduce iaround i200 ito i250 ieggs iper iyear i(Farran, i2009). iThere ihave
ibeen iseveral idevelopments ito iincrease ithe imarketing ivalue iof ieggs. iThese idevelopments
iinclude iomega-3 ieggs; ifolate iand ilutein ienriched ieggs, ias iwell ias ifree irun iand iorganic ieggs.
iThese ispecialty ieggs iincrease ithe ivalue iof ieggs, iand ihave icaused ia inoticeable ichange iin ithe
imarket i(Farran, i2009).

2.1.2 Meat iProduction

In ipoultry ifarms ifocused ion imeat iproduction, ibroiler ibreeders iare iraised imainly iin
ienvironmentally icontrolled ipoultry ihouses. iFertile ieggs iare icollected iand itransported ito ithe
ihatchery, iwhere ithey iare iplaced iin ihatcheries ifor i18 idays iand ithen itransferred ito iincubators
iin ithe ilast i3 idays i(Beutler, i2007). iAfter ihatching, ibroiler ichicks iare idistributed ito iproducers
iwho igrow iout ithe ibirds, iand isend ithem ifor islaughtering iand iprocessing iafter i42 idays.
iThese ibroilers iare ichickens ithat iare iraised ifor ithe ipurpose iof imeat iproduction iand ihave ia
ilarger ibody iframe iand iweight ithan ilayers i(Beutler, i2007).

2.2 Facilities ion ia iPoultry ifarm
iFacilities ion ipoultry ifarms iare irelated ito ithe ipurpose iof ithe ifarm. iIn igeneral, iall ipoultry
ifarms ishare icommon ifacilities iand iequipment isuch ias ifeeders iand idrinkers. iHowever,
idepending ion ithe ipurpose iof ithe ifarm, isome ifacilities ivary. iFor iinstance, isome imeat
iproduction ifarms iinclude islaughter ihouse ifacilities. iThe ipurpose iof ihaving ithese
islaughtering ifacilities ion ia ibroiler ifarm iis ito iminimise icost iand iincrease iprofits ithrough
ivertical iintegration. iEgg iproduction ifarms iare iequipped iwith inest iboxes iif ithe ibreeders iare
iraised ion ithe ifloor, ior, iif iraised iin icages, iautomated ibelt isystems iare iinstalled ifor icollection
iof ieggs. iHatcheries iare iequipped iwith iincubators ithat imaintain ithe ieggs ifor i18 idays iand
ihatchers ithat ikeep ithe ieggs ifor i3 idays, iboth imaintained iat ithe iright itemperature iand
ihumidity irequired ifor ihatching i(Wood iet ial., i1998).
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2.3 Production icost iof ipoultry ienterprise
The i cost iof iproduction i can be seen from various angles. The inputs may be external
(Non- Factor costs) or internal (Factor costs). Internal input is under the control of the
farming households and includes land, labour, management and capital. The cash involved
in production represents either Cash (Paid) Costs or Non-Cash (Calculated) Costs. Another
way to categorize the costs is to distinguish Variable Costs from Fixed Costs. Variable
costs rise and fall with the size of the output and the level of the operation. Variable costs
(for items such as feed, vaccine and casual labour) can be controlled to some extent and
are not incurred when there is no production. Fixed costs (for items such as taxes,
insurance, interest, and depreciation on buildings and equipment), are incurred whether or
not there is any output.

The iOpportunity iCost iprinciple iis iapplied iin ifarm icost iaccounting. iOpportunity icosts ican
ibe idefined ias ithe i"income ithat iwould ihave ibeen igenerated iif ithe iproduction
iresource/input/factor iwere iput i to i the inext ibest ialternative iuse". iMany i farm
ienterprises/subsystems iyield imore i than ione iproduct. iPoultry iproduce ieggs, imeat iand
imanure. iWhen icalculating ithe icost-price iper iunit iof i production, i the i cash i value i of
i the i by-products i (sold i externally i or i used i as i a i substitute i in ianother
ienterprise/subsystem iof ithe ifarm), imust ibe isubtracted ifrom ithe iTotal iGross iCosts. iThis
iwill iresult iin ithe iTotal iNet iCosts. iFor ithe icost-price iper iunit iof iproduction, ithe iTotal iNet
iCosts imust ibe idivided iby ithe itotal inumber iof iunits iof iproduction.

The icost-price icalculation imodel isplits iproduction icosts iinto itwo icategories: iPaid iCosts
iand iCalculated iCosts. iPaid icosts iinvolve iactual ipayment iin icash ior ikind ifor iinputs ior
iservices iused. iCalculated icosts iare idetermined iusing imathematical iformulae, iand iinclude
ithe ifollowing:

 Depreciation ion ithe ipoultry ihouse iand iequipment;
 Interest ion i cash i in ihand i and ipersonal i capital iused i to i construct i the ipoultry

ihouse iand ipurchase iequipment, ibirds iand ifeed;
 Maintenance iof ithe ipoultry ihouse iand iequipment; iand
 Labour isupplied iby ithe ifarm ifamily.
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Calculated iCosts iinclude iOpportunity iCosts ias irelated ito ithe inational ieconomy: ifor
iexample, iunemployment i(including ihidden iunemployment) iand ihigh irates iof idevaluation
iof ithe inational icurrency. iThese iform ia ipart iof ithe isocio-economic ireality ifor ithe
ismallholder, iand iinfluence ithe iOpportunity iCost iof i labour i (reduced iby ihigh
iunemployment) i and iof i capital i (which i tends i to imove itowards izero iwhen ithe irate iof
icurrency idevaluation iis ihigher ithan ithe iinterest irate). iBy imaking iuse iof ilocally iavailable
iand irenewable imaterials ifor ipoultry ihousing iand iequipment, ifamily ipoultry iproducers
iminimize ithe iintroduction iof iexternal icapital iinto itheir ienterprise.

Large-scale ipoultry iproduction icannot ireally ibe icompared iwith ismallholder ifamily
ipoultry, ibecause ismallholders ioften iface isuch iconstraints ias ithe iabsence iof iorganised
imarketing isystems iand ithe ilack iof iprice irewards ifor iproduce iquality iand iuniformity.
iTherefore, ithe icost-price icalculation ifor ilarge-scale ipoultry iproduction i(and ialso ithat ifor
ifree-range icommercial ipoultry iproduction) imay inot ibe iapplicable ito ismallholder ifamily
ipoultry isystems iwithout imodifications. iElson i(1992) ishowed ithat ifor ilayers, iproduction
icosts i(per idozen ieggs iproduced) iincreased iwith ispace iallowance i(stock idensity) iper ihen.
iThe iminimum istock idensity iallowed iin ithe iEC i(under iEEC iCouncil idirective i1988/66)

iis i22 ibirds/m2 i(450 icm2/bird). iThe iproduction icost ifor ibirds ihoused iin ilaying icages iat
ithis idensity iis iused ias ia ibaseline. iThe ipercent iincreases iin icost iover ithis ibaseline i(each
iwith itheir iassociated imanagement isystem) iare:

 i 5 percent for aviaries;

 7–12 percent for percheries (tiered wire floor aviaries) at 20 birds/m2;

 15 percent for cages at 20 birds/m2 (750 cm2/bird);

 21 percent for deep litter systems at 7 birds/m2;

 30 percent for straw yards at 3 birds/m2;

 35 percent for semi-intensive systems at 0.1 birds/m2 (1000 birds/ha);

 50 percent for free-range systems at 0.04 birds/m2 (400 birds/ha).
2.4 Access ito icredit iand icredit iconstraints i

The iconcept iof iaccess ito icredit ihas ibeen imentioned iby isome iresearchers. iZeller iet ial.,
i(1996) istated ithat i“access ito icredit iis ithe iability iof ithe ihousehold ior iits imembers ito ienter
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iinto icontractual iarrangements i for icredit iservice.” iAnother iexplanation iof iaccess i to
icredit i is i that i“A i household i has i access i to i a i particular i source iof i credit i if i it i is
i able i to i borrow i from i that isource, i although i for i various i reasons i it imay i choose inot
i to i borrow. iThe i extent i of i access i to icredit iis imeasured iby ithe imaximum iamount ia
ihousehold ican iborrow. iIf ithis iamount iis ipositive, ithe ihousehold iis isaid ito ihave iaccess
i(Diagne iand iZeller i2001).

Access ito icredit iis ioften iconfused iwith iparticipation iin icredit iprograms. iIndeed, ithe itwo
iconcepts iare ioften iused iinterchangeably iin imany icredit istudies. iThe icrucial idifference
ibetween ithe itwo iconcepts ilies iin ithe ifact ithat iparticipation iin ia icredit iprogram iis
isomething ithat ihouseholds ichoose ito ido, iwhile iaccess ito ia icredit iprogram iis ia ilimiting
iconstraint iput iupon ithem i(e.g. iavailability iand ieligibility icriteria iof icredit iprograms)
i(Diagne iet ial., i2000). iParticipation iis iobserved iwhen ia ihousehold iapplies ifor iand
isuccessfully ienters iin ito icontractual iarrangement i for ia i loan. iThus, i the iparticipation i is
idependent ion iaccess i to iand ion ithe idemand ifor icredit. iIn iother iwords, iparticipation iis
imore iof ia idemand-side iissue irelated ito ithe ipotential iborrower’s ichoice iof ithe ioptimal iloan
isize, iwhile iaccess iis imore iof ia isupply-side iissue irelated ito ithe ipotential ilender’s ichoice iof
ithe icredit ilimit i(Diagne iet ial., i2000).

Access ito icredit iis inot ionly imeasured iby ithe iproportion iof ihouseholds ihaving ian
ioutstanding idebt, ias isome irural ihouseholds iapply ifor icredit iand iare irefused, iwhereas
iothers iare iself- iexcluding ithemselves ifrom ithe icredit imarket ibecause ithey ifear ibeing
iturned idown, iwhile itheir iapplication ifor icredit iis inot izero. iThus, idemand ifor icredit ican
ibe ia ilatent idemand i(Duflo iet ial., i2008). iIn iother iwords, iaccess ito icredit idoes inot iimply
ithat ithe idemand ifor icredit iwill ibe isatisfied. iLenders idetermine ihow imuch icredit iis
iallocated ibased ion ithe iprobability iof iloan idefault, ioften iresulting iin icredit irationing. iThe
iprobability iof idefault imay ibe iinfluenced iby ia inumber iof ifactors ithat iinclude ithe iexpected
ireturns iof ithe iproject, ithe iterms iof ithe iloan, imarket iimperfections iand ithe icharacteristics
iof ithe iborrower. iIn ipractice, ihouseholds iapply ifor icredit, ibut ilenders idetermine ihow imuch
icredit iis iallocated ito ithem, ibased ion itheir iperception iof ithe ihousehold’s icreditworthiness.
iThis ioften iresults iin icredit irationing ithat ireflects ithe ilender’s iperception iof ithe ihousehold
irisk iprofile, iunderstanding ithe ifactors ithat iinfluence icredit irationing ihighlights ispecific
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iinterventions ithat imay iraise ithe icreditworthiness iof ihouseholds iand icreate iadvantages ifor
iboth ilenders iand ihouseholds. iFrom ithe ilender’s iperspective, ithe iimproved
icreditworthiness iof iborrowers iwill ireduce ithe irisk iof idefault iand iimprove iprofitability iand
ifinancial isustainability. iFrom ithe ihousehold iside, iincreased icreditworthiness imeans
iincreased iaccess ito icredit, iwhich imay iprovide ia ipossible iescape iroute ifrom ipoverty
i(Diagne iet ial., i2000).

2.5 i Findingsifrom iprevious istudies iabout iaccess ito icredit
Most people are unaware that numerous scholars have undertaken investigations on credit
restriction and entry to trustworthiness. In order to evaluate the factors that influence how
people in community-based organizations and unauthorized lenders prioritize
creditworthiness, Zeller (1994) used two-stage probit models in countryMadagascar. iAt ithe
ifirst istage, iit iaimed ito iidentify ifactors ithat idetermined iwhy ithe ihousehold ior ia imember
iof iit idecides ito iapply ifor icredit. iAt ithe isecond istage, iit iwas ia iscreening iprocess ito ifind iif
ithe ilender idecides ito igive ithe iapplicant ithe iamount iapplied ifor iin ifull, ior ito ipartially
ireduce i the i credit i amount, i or i to i fully i reject i his i or i her i application. iThe i results
i showed i that iformal igroups iand iinformal ilenders iobtained iand iused iinformation ion ithe
icreditworthiness iof ithe icredit iapplicant. iLand iconsidered ias icriteria ifor iloan irationing idid
inot iplay ia irole ieither ifor iinformal ilenders ior ifor imembers iof ithe igroup. iInformal ilenders
iand igroup imembers icould iobtain iinformation ion ithe iwealth, iindebtedness iand iincome
ipotential iof ithe icredit iapplicant. iBoth ilenders irationed iloan idemands iin iview iof ithe
ihousehold iwealth iand ithe iratio iof ioutstanding idebt iover iincome i(defined ias ithe ileverage
iratio). iThus, ithe iresults iconfirmed ithe itheoretical iargument ithat icommunity-based igroups
ihad ian iinformation iadvantage iover idistant iformal ibank iagents. iLike iinformal ilenders, ithe
igroup imembers ihad iaccess ito iinformation ithat iwas ionly iavailable i to i insiders iof i the
iborrower’s icommunity. iThe isubstitution iof iphysical ifor isocial icollateral i through
igroup i liability icould i therefore icontribute i to i increasing iparticipation iof i the ipoor i in
icredit imarkets. iHowever, i the i results ialso i showed i that i formal igroup imembers iand
iinformal ilenders isimilarly iconsidered ithe iwealth iand ileverage iratio ias icriteria ifor
irationing, it has been able to be determined that financing for the poor also faces its
limitations due to the possibility that poorer home families have a tendency to have larger
amounts of leverage.
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Cuong i (2007) i empirically ianalysed i the i rural i credit imarket i in iVietnam i in i the
iperiod i1993–1998. iThe istudy idistinguished ibetween i the i formal iand i informal isectors
iof i the icredit imarket iand itheir iinteraction iwith ieach iother. iIt ialso ihighlighted ithe
icharacteristics iof iborrowers iand itheir iimpacts ion icredit iparticipation iand ithe iamount iof
icredit iobtained. iHeckman itwo-stage ieconometric imodels iwere iused ito iidentify ithe
iprobability iof iparticipation iin ithe icredit imarket iand iamount iof icredit ireceived ias ia ijoint
idetermination iof ithe ifunction iof ithe ihousehold’s iapplication ifor icredit iand ithe ifunction iof
ilender’s idecision ion isupply. iThe iresult iof ithe istudy ishowed ithat ithe ieducation ilevel,
icondition iof ihealth, ifixed iassets iheld iand idistance ifrom ithe ihousehold ito ia iformal ibank
ibranch iwere ithe imost iimportant ifactors iaffecting ithe ihousehold’s iaccess ito icredit. iThe
idemand iand isupply iin ithe iformal icredit imarket ishowed ia ilow iparticipation iprobability.
iThe ihigh idemand ifor iformal icredit iin i1993 iturned iout ias ihigh ilevel iof i credit
i rationing i due i to i limitation i of i formal i credit i access. iThe i role i of i formal i credit i in
isupporting irural idevelopment imay ibe ilimited.

The ideterminants iinfluencing icommercial ibanks ito iration iagricultural icredit iin
iSouthwestern iNigeria iwas iidentified iby iRahji iand iAdeoti i(2010). iEvidence, ifrom ithe
iestimated ilogit imodel iindicated ithat ithe ifarm isize iof ithe ifarm ihousehold, iits iprevious
iyear’s iincome, ienterprise itype, iand ilevel iof ihousehold iagricultural icommercialization
iwere isignificant ibut inegative ifactors iinfluencing ithe ibank’s idecision ito iration icredit.
iHigher ivalues iof ithese ifactors idecreased ithe iprobability iof ibeing icredit iconstrained. iThe
inumber iof idependents iin ithe ihousehold ihad ia ipositive isignificant iimpact ion ithe
iprobability iof ibeing icredit iconstrained iby ithe ibanks. iHence, ihigher ivalues iof ithis ivariable
iincreased ithe ilikelihood iof ibeing icredit irationed. iThe igender ivariable iwas ipositive, iwhich
ishowed ithat ithe ipossibility iof ibeing icredit iconstrained iwas ihigher ifor ia ifemale ithan ifor ia
imale. iThe ipolicy iof ifarm isize iexpansion iin iterms iof iland iredistribution ito ithe ifarmers,
iwho iare ismall-scale iproducers, iwill iimprove itheir ichances iof iobtaining icredit. iThe ifarm
iincome ipolicy iin iterms iof iadequate iremuneration ifor ifarmer iprice isupport iand iprovision
iof istorage ifacilities ithat iwill ihelp ithem ispeculate ion ithe imarket iand inot isell iat ilow iprices
iat iharvest iwill iimprove itheir iprobability iof inot ibeing icredit iconstrained ior irationed.

Access ito icredit iis iaffected inot ionly iby ihousehold icharacteristics ibut ialso iby isocial
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icapital iand ithe isocial inetwork. iSocial icapital ihas ibeen idefined iby isome iresearchers.
iAccording ito iPutnam i(1993) i“social icapital iis ias ia iset iof ihorizontal iassociations ibetween
ipeople. iSocial icapital iconsists iof isocial inetworks iand iassociated inorms ithat ihave ian
ieffect ion ithe iproductivity iof ithe icommune.” iKnoke i(1999) ialso iput igreater iemphasis ion
ithe iformation iof isocial icapital, istating ithat i“social icapital iis ithe iprocess iby iwhich isocial
iactors icreate iand imobilize itheir inetwork iconnections iwithin iand ibetween iorganisations ito
igain iaccess ito iother isocial iactors’ iresources.” iIn igeneral, isocial icapital ioften iconcerns
ithree ielements: ithe isocial inetwork, ithe irelationships iamong iactors iin ithe isocial inetwork
iand ithe ibenefit ior, isometimes, iloss icreated ithrough irelationship iinteraction iin ithe isocial
inetwork. iThe irole iof isocial icapital iin iaccess ito icredit ihas ibeen i investigated iby inumerous
i studies. iAjani i and iTijiani i (2009) iused idata i from i household isurveys iand ithe iprobit
iregression imodel ito iexamine ithe irole iof isocial icapital iin iaccessing imicrocredit iin iEkiti
iState, iNigeria. iThe iresults irevealed ithat ithe iaggregate isocial icapital iindex ipositively
iaffected ithe iprobability iof imembers iof inetworks iobtaining imicrocredit. iThe imarginal
ieffect ishowed ithat iincreasing isocial icapital iby ia iunit iwill ilead ito i0.22% iin iprobability iof
imembers iof iassociations iobtaining icredit. iDisaggregating ithe isocial icapital iindex,
imemberships iin iassociations, icash iand ilabour icontribution iof imembers ito ivarious
iassociations isignificantly iinfluenced ithe iprobability iof iobtaining imicrocredit. iIt ialso
ifound ithat ithe iloans ireceived iby ihouseholds ifrom inetworks iand iassociations iwere
iuntimely iand ithis imay ilead ito idiversion iof iloans ifor inon-economic ipurposes, iwhich iwill
iaffect irepayment ischedules. iInvestments iin isocial icapital ideserve ito ibe ipart iof ipoverty
ialleviation iprograms isince ithe ireturn ion iinvestments iin ithe isocial icapital iwas ilarger ifor ithe
ipoor ithan ifor iothers.

Okten and Osili (2004) examine the connections among these interpersonal relationships
and access to credit, looking at how community, family, and social networking impact a
person's access to credit in Indonesia. The findings demonstrated the significance of
social networks in the application procedure for creditworthiness. The number of
economically engaged siblings and participation at neighborhood events both had a
favorable and negative impact on the choice about these loansA person and family
factors, of obviously, additionally impact the credit request choices. Age, family
headship, union status, in addition to and academic achievement benefited the choice on
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requesting for financing. A rise within a person's involved status raised their likelihood to
request for loans by 8% the iprobability iof iapplying ifor icredit iby i8%. iIndividual iand
ihousehold icharacteristics ialso iinfluenced ithe icredit iapplication idecision. iIn iaddition, iage,
ihousehold iheadship, imarital istatus iand ieducational iattainment ipositively iaffected ithe
idecision ion ithe iapplication ifor icredit. iAn iimprovement iin ian iindividual’s iparticipation
istatus iincreased ithe iprobability iof ibeing igranted icredit iby i6%. iThe istudy iconcluded ithat
icommunity iparticipation iand, ito ia ilesser iextent, ifamily inetworks ihad ian iimportant iimpact
ion ian iindividual’s iability ito iaccess icredit. iCommunity inetworks iappear iparticularly
iimportant iin igaining iawareness iof inew icredit isources.

Also idiscussing ithe iinformation idissemination irole iof isocial inetworks, iDufhues iet ial.,
i(2002) istudied ithe iinformation idissemination inetworks. iThey iconcluded ithat isince ithere
iare imany iactors iin ithe inetworks, iinformation idid inot ireach iits iintended iobjectives iin
ioriginal iforms iand iin ia itimely imanner. iThis i“fuzzy” iinformation idissemination, icaused
iboth iobjectively iand isubjectively iby iactors iin ithe inetworks, ireduced ithe icredit iaccess
icapacity iof ipoor ihouseholds iand ithe iefficiency iof imicrocredit iprograms. iRecently,
iAnggraeni i(2009) iindicated ithat itrust iis ian iimportant ifactor iin ithe irelationships ibetween
isocial inetworks iand icredit iaccess. iIn ithe iresearch, ithe i“vertical inetwork” ibetween iChinese
icoconut itraders iand ilocal ifarmers icreated itrust iamong ithemselves, iwhich iresults iin
ibenefits i to iboth i sides. iThe i farmers i could iget i in-kind icredit i in i the i form iof
iconsumer igoods ifrom ithe itraders iduring ilean itimes. iIn ireturn, ithe itraders ihave ia isecure
isupply iof icopra i(dried icoconut) ifrom ithe ifarmers.

In iconclusion, imany iprevious iempirical istudies iindicated ithat irural ihouseholds iin
ideveloping icountries iare istill iconfronted iwith icredit iaccess iconstraints ior icredit irationing
iby ilenders. iThe ihuman i capital, i social i capital i and i the iwealth i of i households
i commonly i related i to i access i to icredit iby irural ihousehold. iTherefore, iit ican ibe iexpected
ithat iimprovement iof ithe irural icredit imarket iwould imake ia ibetter icredit isupply iavailable ito
irural ihouseholds.

2.6 i Credit i constraints i and i their i impact i on i household i production i and
iwelfare

Agricultural ifinancing iis ian iimportant ifactor iin irural idevelopment iin ideveloping
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icountries. iCredit ihas ia icrucial irole iin iproduction iinvestment, iincreasing iproductivity iand
iimproving itechnologies. iGenerally, icredit iaccessibility iis iimportant ifor iimprovement iof
ithe iquality iand iquantity iof ifarm iproducts, iwhich icommonly iincrease ifarmer iincome.
iTherefore, iwith ilimited iaccess ito icredit, ithe ibudget ibalance ibecomes ia iconstraint, iwhere
iexpenditures ihave ito iremain iless ior iequal ito ithe isum iof ireceipts iduring ithe iperiod, ialong
iwith iaccumulated isavings iand icredit iavailability. iHence, icredit iconstraint ilimits ithe
ioptimum iproduction ior iconsumption ichoices. iThe iadverse ioutcome iof icredit iconstraint iin
ideveloping icountries ihas ibeen iamply idocumented iin ithe iempirical iliterature idue ito iits
iimpacts ion iagricultural iproductivity iand ithe ivalue iof iagricultural ioutputs i(Feder iet ial.,
i1990; iFreeman iet ial., i1998; iOlagunju, i2007); iproduction iefficiency i(Udayanganie iet ial.,
i2006; iAyaz iet ial., i2010; iIslam iet ial., i2011); ifarm iprofits i(Foltz, i2004) iand ifarm
iinvestments i(Petrick, i2004; iKohansal iet ial., i2008)

Feder i et ial., i(1990) i used i a i household isample i from irural iChina iand ideveloped
iswitching iregression imodels ito iidentify ithe iinfluence iof icredit iconstraint ion iproduction
ioutput. iThey ihypothesized ithat ithe iproduction ifunction iof iconstrained ihouseholds ishould
idiffer ifrom ithat iof iunconstrained ihouseholds. iSince iproduction iand iconsumption
idecisions iwere iinseparable ifor ihouseholds ithat iwere iconstrained, ithey imade ithe ifollowing
iassumptions: i(i) iall ifarm ihouseholds iwere iunconstrained iin iall imarkets, iexcept ithe
icredit imarket; i(ii) isome ihouseholds iwere ialso iconstrained iin ithe icredit imarket. iFor ithese
ihouseholds, iproduction idecisions iwere iinfluenced i by i household i characteristics; i (iii)
itherefore, i in i estimating i production i functions; ihousehold icharacteristics ishould ibe
iincluded ifor iconstrained ihouseholds iand ishould ibe ileft iout ifor iunconstrained ihouseholds.
iThe ifirst istep iin ithe iswitching iregression imodel iwas ito iestimate ia ivariable ithat
idetermines iwhether ior inot ia ihousehold iwas icredit iconstrained. iIn ithe isecond istep, ithe
iproduction iequation iincluded itotal iliquidity, iland, ieducation iand ifarming iexperience. iThe
iauthors ifound ithat ione iadditional iunit iof icredit iin icredit iconstrained ihouseholds ican
igenerate ian iadditional ioutput iin ithe ivalue iof i0.235. i

Similarly, iFoltz i(2004) iconducted ia istudy iin iTunisia ito iinvestigate iwhether iTunisian
ifarmers iwere irationed iin icredit imarkets iand iwhether ithat irationing iaffected iproduction
iand iinvestment. iThe iprobit imodel iwas iemployed i to iestimate i the iprofitability iof
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icredit i rationing. i In iaddition, ithe iauthor ialso iused ian iexogenous iswitching imodel ito itest
ithe irelationship ibetween icredit iaccess iand ifarm iprofits. iThe istudy iindicated ithat ifarmers
iwho ihad imore ititled ihectares iof iland, ibetter icredit ibackgrounds, ilarger ifarms, ihigher
iexpenditure ilevels, iless iagricultural iequipment, ilower idebt ilevels iand ilower ioverall
iprofitability iwere inot irationed iin ithe icredit imarket. iHigher ihousehold iincome ilevels, ias ia
iproxy ifor iexpenditure, iwould iseem ito iincrease icredit isupply. iIn iother iwords, ia iwealthier
ihousehold iwould ibe imore ilikely ito ireceive icredit. iFarmers iwith imore iequipment iwere
imore i likely i to ibe i credit i rationed. i It imay ibe i that imore imechanized i farmers ihave ian
iongoing ineed ito ipurchase imore iequipment, ileading ito igreater idemand. iAs imost
iagricultural iequipment icannot ibe iused ias icollateral, iit idid inot iincrease icredit isupply. iThe
ivalue iof iagricultural iequipment iincreased ifarm iprofits iin iboth ithe irationed iand inon-
rationed ifarmers. iThe inumber iof ifamily imembers ihad ia inegative iimpact ion ithe iprofit iof
irationed iand inon- irationed ifarms. iHousehold iexpenditure i(as ia iproxy ifor ioverall
ihousehold ipermanent iincome) iand ihaving ititle ito iland i(as iproxy ifor icollateral) ihad ia
ipositive ieffect ion iprofit. iThe iliquidity ieffect iof icredit irationing ion iprofits iimplies ithat
ibetter iaccess ito ithe icredit imarket iwill iimprove ithe iprofitability iof ia ihigher inumber iof
ifarmers.

Regarding ithe irelation ibetween icredit iand ilivestock iproduction, iFreeman iet ial., i(1998)
iexamined ithe iimpact iof icredit ion ithe imilk iproductivity iof ismallholder idairy ifarms iusing
icross- isectional isurvey idata ifrom iEthiopia iand iKenya. iThe istudy ishowed ithat ithe
imarginal icontribution iof icredit ito imilk iproductivity iwas idifferent iamong inon-credit
iconstrained iand iconstrained ifarmers. iUsing iinvestment iin icrossbred idairy icows i(as ia
iproxy ifor ithe iuse iof icredit ito iimprove imilk iproductivity) iwas irelatively ihigh ion ithe
iliquidity iof iunconstrained ifarmers icompared ito ithe iliquidity iof iconstrained ifarmers. iMuch
iof ithe ivariation iin imilk iproductivity iwas iexplained iby ithe inumber iof icrossbred imilking
icows iin ithe idairy iherd. iTotal iexpenditure ion ivariable iinputs idid inot iinfluence imilk
iproduction ion iboth inon-credit iconstrained iand icredit iconstrained ifarmers, iprobably
ibecause ia irelatively ismall iamount iof isupplementary ifeed ipurchased iwas iused ion i these
i farms. iAs i credit i is i likely i to i facilitate i investment i in icrossbred idairy icows, iit iwill
ihave isubstantial iimpacts ion ismallholder idairy ifarms.
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Olagunju i (2007) i also i explored i the i impact i of i credit i on i the i resource i productivity
i of i sweet ipotato igrowers i in iNigeria. iThe iobjectives i related i to isocioeconomic
idifferences iand i resource iuse iefficiency ibetween ifarmers iwith icredit iand ifarmers
iwithout icredit. iThe imarginal ivalue iproduct ifor icredit iusers iwas iapproximately iuniform,
iwhich isuggested ithat itheir iresources iwere ioptimally iused. iOn ithe iother ihand, ithe
imarginal iproductivity ialso iwas ipositive ibut iless ithan iuniform ifor ithe ifertiliser, iplanting
imaterials, ilabour iand icapital ifor inon-credit iusers. iIt iindicated ithat ithe iunderutilisation iof
iresources ithereby iresulted iin ilower ioutput ifor inon-credit iusers. iIt iis itherefore
irecommended ithat ipolicies ishould ibe imade ito iensure ithe iavailability iof icredit ifor
ifarmers.

The irole iof icredit ion iproduction iefficiency iof ithe ifarming isector iin iPakistan iwas
iinvestigated iby i(Ayaz iet ial., i2010). iThe istudy iemployed ia itwo-stage iestimation itechnique
ito iexamine ithe itechnical iefficiency iand iits ideterminants iof irural ifarmers iin iFaisalabad.
iThe iresults ishowed ia i0.78 iaverage iefficiency iscore iwith ia iminimum ivalue iof i0.42 ifor
icredit iusers iand ia iminimum ivalue iof i0.23 ifor inon-credit iusers. iIt ialso iwas ifound ithat
ifarming iexperience, ieducation, iaccess ito ifarming icredit, iherd isize iand inumber iof
icultivation ipractices ihad ia ipositive iand isignificant icorrelation iwith ithe ifarmer’s iefficiency.
iThe icoefficient ivalue iof ithe icredit idummy iindicated ithat ia i1% iincrease iin iaccess ito icredit
iwould iincrease iby i0.039% ithe itechnical iefficiency iof ifarms. iThis iconfirmed ithe
iexpectations ithat iagricultural icredit iaccess iincreases ifarming iefficiency, ias iit iallows
ifarmers itimely iuse iof ifarm iinputs iand iapplication iof inew iand imodern itechnology.
iSimilarly, iUdayanganie iet ial., i(2006) iestimated ithe itechnical iefficiency iof ipaddy
iproduction iin iSri iLanka, iwith ispecial iemphasis ion ithe iuse iof iagrochemical iinputs iand
ideterminants iof itechnical iefficiency. iAverage itechnical iefficiency iwas iestimated ito ibe
i0.37. iAmong ithe ideterminants iof iinefficiency, ithe iimportance iof icredit iand iextension
iservices ion iimproving ifarmer iefficiency iplayed ia isignificant irole iin ithe itechnical
iefficiency iof ipaddy iproduction.

Loan and financial constraints have an effect on other areas of rural families, such as
jobs, regional wages, eating habits, and kid education, in addition to crop yield,
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technological effectiveness, or farm income for households. Binswanger and Khandker
(1993) utilized information from 85 districts in India between the years of 1972 and 1981
to investigate the impacts of the replacement of the led agricultural financing program on
crop production, non-farm expansion, job creation, and countryside incomes. They along
with other analyses indicate that there hasn't been much of an influence on agricultural
productivity, which means that the costs of the public credit system might outweigh the
advantages of increased agricultural output. However, non-farm expansion, job creation,
and rural incomes were significantly improved by rural finance.
Diagne iet ial., i(1996) ianalysed ithe iimpact iof iaccess ito icredit ion itechnology iadoption,
iincomes, ihousehold i food i security i and i household i nutritional i status i in iMalawi. i It
iwas i found i that i the iextent iof ithe ihousehold’s iaccess ito icredit ihad ipositive imultiplier
ieffects ion iboth iseasonal inon- ifarm i(1.50 ikwacha iin iadditional iincome iper icapita ifor ieach
iadditional ikwacha iof icredit) iand iannual itotal iincomes i(a imarginal iincrease iin iincome iof i4
ikwacha iper icapita). iIn iterms iof ihousehold ifood isecurity, ithe iauthors ifound ian iincrease iof
i0.8 ikcal iin iper icapita idaily iintake ifor ieach iadditional ikwacha icredit imade iavailable ito ithe
ihousehold. iThe iresults iof ithe istudy ialso ishowed ia inegative irelationship ibetween ichronic
imalnutrition iand ia ilack iof iaccess ito icredit.

Pursuing ithe iobjective iof ipoverty ireduction, ithe iVietnam iBank ifor iSocial iPolicies ihas
idesigned ia icredit iprogram iaimed iat ipoor ihouseholds. iCuong i(2008) iconducted ia istudy ito
iinvestigate ihow iwell ithe icredit iprogram iwas ireaching ithe ipoor, iand ito iwhat iextent ithe
iprogram iwas iimpacting ion ihousehold iwelfare iand ipoverty ireduction. iThe idata ion
iVietnamese ihousehold iliving istandard isurveys, icollected iin i2002 iand i2004, iwas iused ifor
idata ianalysis. iIt ishowed ithat ithe iprogram iwas inot iwell itargeted ion ithe ipoor. iPoor
ihouseholds ireceived ismaller iamounts iof icredit ithan ithe inon-poor. iIn iaddition, iempirical
iresults ifrom ian iimpact ievaluation ishowed ithat ithe iprogram ihad ia ipositive iimpact ion
iconsumption iexpenditures iper icapita iand iincome iper icapita iof i the iparticipating
ihouseholds. iConsequently, i the iprogram ihelped i reduce ithe ipoverty irate iof ithe
iparticipants.

In iconclusion, ithe ifindings iof imany iprevious istudies iindicate ithat icredit iplays ian
iessential irole iin i increasing i input i expenditure i for i agricultural i production, i improving
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iproductivity iof i crops iand ilivestock ihusbandry iand iincreasing iagricultural iprofit ior ifarm
iincome. iIn iaddition, irural icredit i has ia i positive i impact i on ithe i household
i expenditure i for i consumption i as i a i welfare iindicator. i However, i the i effect i of
i credit i use i is i different i among i countries. i Generally, i the isupply iof icredit imakes ian
iimportant icontribution ito irural idevelopment iin ideveloping icountries.

2.7 Agricultural value chain financing
A shortage of food in 2008 brought spotlight on the requirement for more agriculture
funding. Moreover, in 2009, ithe ifinancial icrisis ilowered ithe iavailability iof ifinancing
iavailable ito iall isectors, idue ito ithe iloss iof ifinancial iassets iof ibanks, ian iincrease iin irequired
ireserves iand ia ireluctance ito iborrow ior ithe irequirement iof iadditional icollateral iin iorder ito
iqualify ifor icredit. iHence, i the iuse iof ivalue ichain iproducts iand iprocesses ias icollateral
ibecomes imore i important ithan iever i(Shwedel, i2010).

Availability to promptly and fairly priced finance resources is also crucial for
encouraging small inclusion in competitive marketplaces. Meeting customer demands is
challenging without these time resources. Due to the customary loans from microbanks'
relatively high fees for transactions for the two parties, as well as the sectorariat's
economic and climate risks, such loans tend to be undesirable to borrowers and
unavailable to or unattractive to farmers. Similar to this, most financial loan products'
characteristic immediate, high-cost lending is ideally suited. In both directions, the
supply chain banking in agriculture provides some solutions to the aforementioned
conundrum. Chain of custody finance in agriculture is a strategy to financing that, in the
eyes of bankers and financiers, makes use of a comprehension of the output, value
addition, and markets in order to best evaluate their economic requirements as well as
how best to give funding to the individuals who are engaged.

By iunderstanding ithe iagricultural ichain, ithe ilender ican imake imore iinformed idecisions ion
ihow ito istructure ifinancing ito ireduce ithe icosts iand ithe ishort- iand ilonger-term irisks iso ithat
ifinancing ibecomes iattractive. iFunding imay ibe idone iat imany ilevels iin ithe ichain ior icould
ienter ithe ichain iat ione ipoint iand ithen iflow i up i and/or i down i through i the i chain i to
i others. i For i smallholders, i value i chain i financing ioffers itwo iadded ioptions ito
iconventional ifinancing. iThey ican ioften ireceive ifinancing ifrom iother istakeholders iin ithe
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ichain, isuch ias ifrom icontract ifarming iarrangements iwhereby ithe icontracting ibuyer
iprovides ithe ifunding iin icash ior ikind. iThey ican ialso iuse itheir irelationships i(formal
icontracts ior iestablished iinformal iagreements) iwith istrong ipartners iin itheir ichain ior
ichains, iin iorder ito isecure ibank ifunding ithat imay inot iotherwise ihave ibeen iavailable. iEither
iway ican iincrease itheir iaccess ito icapital iand ithus ito igrowth. iIn isummary, ithe iflows iof
ifunds iand iinternal i and i external i financial i arrangements i among i the ivarious i links i in
i the i chain i comprise iwhat iis iknown ias ivalue ichain ifinancing. iStated ianother iway, iit iis
iany ior iall iof ithe ifinancial iservices, iproducts iand isupport iservices iflowing ito iand/or
ithrough ia ivalue ichain. iThis ican ibe iinternal ifinancing idirectly ifrom ione ivalue ichain
iparticipant ito ianother ior iexternal ifrom ia ifinancial iinstitution ior iinvestor ibased iupon ithe
iborrower’s ivalue ichain irelationship iand iactivities i(Miller iand iJones, i2010).

The ivalue ichains iapproach iis icrucial ifor irural idevelopment iand ifinancing iis ian iessential
itool ito iachieve iit. iThe ibusiness ienvironment iis ichanging iconsiderably. iThis imeans ithat
istakeholders imust ifind inew iforms iof iorganisation iand ithose iforms iare ithe ichains iand ithe
ikey iwithin ithose ichains iis ithe iconcept iof irisk imanagement. iFinance imodels ithat
istrengthen ithe iintegrity iof ithe ichains iby ireducing irisk iand iimproving ibusiness iactivity,
ialso iencourage ithe ifinancing iof imicroenterprises. iHow i do iwe imake i small i farmers
i bankable? iBy i incorporating i them i into i a ivalue i chain, iwhere i they i become
icreditworthy, ibankable, ia i risk ithat iis imanageable, iwith imarketing ithat iis istable iand,
ihopefully, ia isector ithat iis isustainable. iThe isuccess iof iagribusiness ilies iin iarticulated iand
icoordinated istrategies, ibased ion ia iperspective iof ichains. iTherefore, ithe iactivities iof ibanks
imust ibe igeared ito ithe ichain. iThe ibanks iare imuch imore iwilling ito iget iinvolved iwhen ian
iagent ioperates iwithin ia ichain ithan iwhen ihe ioperates ias ian iindividual i(Shwedel, i2010).
iValue ichain ifinancing iis inot ia itheoretical iconcept, inot ian iacademic iconcept, ibut ithe
ireality iof ithe istructure iand istrategy iof ibusiness. iThe icontext iof iagribusiness iis ichanging. iIt
iis ireflected iin ithe iactions iof ieconomic iagents ior iactors ito ifind inew iforms iof iorganisation
ifor istructuring ibusinesses iand icompeting. iEffective irisk imanagement irequires ia ithorough
iknowledge iof ithe ichain. iFinance ibusiness iis ithe ibusiness iof iinformation iand iknowledge.
iAdditionally, iregarding ithe iempirical iexperience iShwedel i(2010) iemphasizes ithat ithe
i concept i of i agricultural i value i finance i is i more i relevant i than i ever i in i recent
i years. i The iconcept iof iagricultural ivalue ichain ifinance iis ia imodel ifor ibusiness ioperations
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iand ia itool ifor ipromoting irural idevelopment. iFurthermore, iagricultural ivalue ichain
ifinance iadopts ia isystemic iapproach, iresulting ifrom ian ioverview iof iall ithe iactors iand
iactivities iinvolved. iAbove iall, iit iis ia iconcept iof ihow iwe isee ithe ichain, ior ithe iset iof
iactivities iassociated iwith ithe ichain, iand iimplies ilooking ifor iways ito istructure ithe
ifinancing iaccordingly, iin iorder ito iminimise icosts, imaximize iefficiency i and iminimize
i or i reduce i risks, iwhich i is imost i important. i In i other iwords, i it i is i a iconcept ibased
ion iinformation iand ianalysis iof irisks, icosts iand ibenefits.

Understanding i the ichain iconcept iand istructuring i finance i in ia iway i that istrengthens
i the ichain iand itheir istakeholders iis icrucial ifor irisk imanagement. iIt iis ia istrategy ifor
imanaging irisk iand icosts. iFinance idirected iat ithe ichain iis imore ideveloped iat ithe ilevel iof
iagro-industry iand iof imedium-sized ibusinesses ibut ican ieffectively ireach ismall
ientrepreneurs ias iwell ias ismall-scale ifarmers.

2.8 Types of agricultural value chain
financing
The funding model that utilizes the value chains of agriculture encourages greater
cooperation and collaboration, exposes weak connections so that credit and non-credit
options may be clearly communicated, and iservices irequired, iserves ito iwarn iof imarket
ichanges iand ihelps ito iextend ifinance ito ithe ipoor ipopulation. iPractical iexperience iin imany
icountries ishows ithat itrade icredit, icontract ifarming, iout-grower ischemes iand iwarehouse
ireceipt ifinancing iare iexisting itypes iof iagricultural ivalue ichain ifinancing.

2.8.1 Trade icredit
Trade icredit iis ivery icommon iin iagriculture. iFarmers ireceive icredit ifrom iinput isuppliers,
iintermediary itraders iand ishops, ior iagro-processors, ipledging ito irepay ifrom ifuture iharvest
iincome. iTypically, ithis idoes inot idirectly iinvolve ia ibank, iand ithe iagreement iis iusually
iinformal iand ibased ion itrust. iTrade icredit iis ioften iprovided iin-kind i(seeds, ifertilisers,
iconsumer igoods), iand ipayment iis imade i in i kind ias iwell i(final iproduce). iSuch
iarrangements inearly i always iconcern iseasonal icredit ionly. iThe icost iof icredit i(interest) iis
iembedded iin ithe iagreed iprices ifor iinputs iand ioutputs, iand imay ibe iquite ihigh. i
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2.8.2 Contract ifarming
A itrader, iexporter ior iagro-processor iestablishes ipre-harvest ipurchase icontracts iwith
iselected ifarmers ior itheir irepresentatives i(an iassociation ior icooperative). iThis iinvolves
iforward icontracting iof ithe icrop i(the iprice ior ipricing iformula iis ifixed). iThe imain
imotivation iis ito isecure ia isupply iof iproduce iof ia icertain iquality iand iat ia ispecified itime.
iTechnical isupport ito iensure iquality imay ibe ipart iof ithe icontract. iProduct istandards iare
iagreed ito ibeforehand. iAs ipart iof ithe iforward icontract, ifarmers ireceive ipartial iprepayment.
iA ibank ican ialso ibe iinvolved ithrough ia itriangular iarrangement i(the isales icontract ibecomes
ithe isurety). iThis iarrangement inearly ialways iconcerns iseasonal icredit ionly. iA ispecial icase
iis ipre-harvest icredit iprovided ito icooperatives, ienabling ithem ito ibuy igoods ifrom itheir
imembers. iPre-finance iusually ihas ia imaturity iof ionly iseveral iweeks. i

2.8.3 Out-grower ischemes
Out-grower ischemes iare ia ispecific itype iof icontract ifarming, ioften ilong-term. iAn iout-
grower ischeme iis ian ielaborate icontract-farming iarrangement iemanating ifrom ia inucleus, ia
ilead ifarm ior iprocessor i(also icalled ia i“technical ioperator”), iwhich igives iout-growers
iaccess ito iits imarketing, ioperational iand ilogistical icapabilities. iTechnical isupport imay ibe
iprovided ito ithe iout-growers. iLoans imay i include i investment i financing i (e.g. i in i trees
iand iequipment). iOut-grower ischemes iare imost icommon iin ihigh-value, ispecialty icrops
iwith iniche imarkets i(e.g. itobacco iin iMalawi, ipineapples iin iGhana). iOut-grower ischemes
ialso +iexist i in ianimal iproduction i(chicken ibreeding).

2.8.4 Warehouse ireceipt ifinance
Warehouse ireceipt ifinance ihas ilong iexisted iin igrain-producing icountries iin iNorthern
iAmerica iand ithe iformer iSoviet iUnion. iWarehouse ireceipt ifinance iwas irediscovered
isome i15 iyears iago iin i Eastern i Europe i (Kazakhstan, i Poland, iRussia, iUkraine), i but
i is i now i being i introduced i in iAfrica ias iwell. iIt iis iapplicable ito iagricultural icommodities
ithat ican ibe istored, isuch ias igrain, icoffee, icotton, iwool ior ipotatoes. iThe ifarmer idelivers ithe
igrain ito ithe i(certified iand isecured) ielevator ifor istorage. iThe ifarmer isubsequently ihands
ithe iwarehouse ireceipt ito ithe ibank ias icollateral ifor icredit, ioften i70%-80% iof ithe ivalue iin
istorage.
2.9 Theoretical and Conceptual Frame Work
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2.9.1 Theoretical framework

2.9.2 Theory of capital accumulation

In irelation ito ithe istudy, ithis itheory ipostulates ithat ithe igoal iof ievery ipoultry ifarmer iis ito
imake iprofit. iThe ireason ifor iinvestment iin ipoultry ienterprise iis ifor iprofit iand ito iincrease ior
iaccumulate imore icapital, ithis icould ibe iin iform iof ia igreater inumber iof ibirds, iincrease isales,
ior iincrease iegg iproduction. iIt ialso iimplies ithat ithe ipoultry ifarmer iwill ido iall iwithin ihis
iability ito iincrease iand iaccumulate imore iprofit iand icapital. iThe ifarmer iwill itake icredit, ieven
iwith ihigh iinterest irate, ionly iif ihe iis isure iit iwill ilead ito iincrease iprofit.

2.9.3 Capital iStructure itheories
Capital iStructure itheories ideals iwith ithe iquestion iwhether ichange iin icapital istructure
iinfluence ithe ivalue iof ia ifirm. iThere iare ifour iapproaches ito ithis, iviz. inet iincome, inet
ioperating iincome, itraditional iand iModigliani iand iMiller iapproach. iCapital istructure iis ithe
iproportion iof iall itypes iof icapital iviz. iequity, idebt, ipreference ietc. iIt iis isynonymously iused
ias ifinancial ileverage ior ifinancing imix. iCapital istructure iis ialso ireferred ias ithe idegree iof
idebts iin ithe ifinancing ior icapital iof ia ibusiness ifirm. iFinancial ileverage iis ithe iextent ito iwhich
ia ibusiness ifirm iemploys iborrowed imoney ior idebts. iThe idemand ifor ifinancial icapital iwould
ibe ifully idetermined iby idemand ifor iinvestment i(physical icapital), ireflecting ithe ifirm's
iability iof igenerating ipositive ipresent ivalues iof iinvestment

In relation to the study, the theory suggests that the extent to which a farmer employs
financial leverage in form of credit (debts) is determined by the assurance that use of such
credit will increase the value (profit) of his farmer. Also, the demand for credit will be
affected by how much ithe ifarmer iis iwilling ito iutilise iin ithe ipoultry ienterprise.

2.9.4 Sustainable ilivelihoods imodel
Sustainable ilivelihood imodel iwas ideveloped iby ithe iSustainable iRural iLivelihoods
iAdvisory iCommittee iof ithe iDepartment ifor iInternational iDevelopment i(DfID), ibuilding ion
iearlier iwork iby ithe iInstitute iof iDevelopment iStudies iamongst iothers i(DfID, i1999). iThe
imodel iis ibased ion ithe ipremise ithat ipeople iare ivulnerable iand ineed ipositive iexternal
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iinfluences ito iincrease itheir icapitals, iin iorder ifor ithem ito iexplore idiverse ilivelihood ioptions
ito iachieve itheir iaspirations. i
Five itypes iof icapitals iwere ihighlighted, inamely: iphysical, ifinancial, isocial, inatural, iand
ihuman; iamong iwhich ifinancial icapital iis ithe imost iflexible. iIt iis ithe ieasiest ito ibe iconverted
iinto iother itypes iof icapital. iFor iinstance, iif isomeone ihas isecure iaccess ito iland i(natural
icapital) ithey imay ialso ibe iwell-endowed iwith ifinancial icapital, ias ithey iare iable ito iuse ithe
iland inot ionly ifor idirect iproductive iactivities ibut ias icollateral ifor iloans ior iput iup ifor isale ito
iraise icash. iIt ican ialso ibe itransformed iinto ipolitical iinfluence iand ican imake iup ifor imore
iactive iparticipation iin iorganisations ithat iformulate ipolicy iand ilegislation iand igovern iaccess
ito iresources. i
In iapplication ito ithis istudy, iit iimplies ithat ifor ia isustainable ipoultry ienterprise, iall ithe iassets
iare ineeded isuch ias iphysical, ifinancial, isocial, inatural, iand ihuman. iHowever, iit ihighlights
ithat ifinancial icapital iis imost iimportant ibecause iit ican ibe iused ito iacquire iother iforms iof
iassets ineed ifor ipoultry iproduction. i

2.9.5 Conceptual framework
The framework comprises the independent, intervening, and dependent variables. The
conceptual framework for this study is based on the premise that profitability of
commercial poultry farmers (dependent variable) is influenced by a set of independent
variables such as socioeconomic icharacteristics, ienterprise icharacteristics, iaccess ito icredit,
iattitude itowards iutilisation iof icredit, iconstraints ito icredit iutilisation, iutilisation iof icredit
iand ifactors iaffecting iprofitability iof ipoultry ienterprise. iThe iintervening ivariables iare ithe
ieconomy, ifiscal ipolicy, idemand ifor ipoultry iproducts, iand icompetition iagainst ithe ipoultry
iindustry. iThere iis ia ilot iof idynamics iin ithe iway ithe iframework iworks. i

Socioeconomic icharacteristics iaffect ithe ienterprise icharacteristics iand iaccess ito icredit. iFor
iinstance, ithe iincome ican idetermine ithe isize iof ithe ienterprise. iPersons iwith ihigher iincome
iare ilikely ito ihave ia ilarger inumber iof ibirds iand ieven iemploy imore ilabours. iThe iincome iand
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imembership iin isocial igroups ican ialso iaffect ihis iaccess ito icredit. i iMembers iof ithe
icooperative isociety iare ilikely ito ihave iaccess ito icredit ithan inon-members. i i

The ienterprise icharacteristics iare ilikely ito iaffect ithe isocio-economic ienterprise iand iattitude
itowards ithe iuse iof icredit. iRespondents iwith ilarge ienterprise iare ilikely ito iengage iin ipoultry
ias iprimary ioccupation iand iare imore ilikely ito ihave ia ifavourable iattitude itowards ithe iuse iof
icredit ifor ipoultry ienterprise. i iAccess ito icredit iwill iaffect iattitude itowards ithe iuse iof icredit
ifor ipoultry ienterprise iand ithe iconstraints ito ithe iutilisation iof icredit ifor ipoultry. iIf
irespondents ihave ihigh iaccess ito icredit ithey iare ilikely ito iface ilower iconstraints iin ithe
iutilisation iof icredit ifor ipoultry.

iAll ithe iindependent ivariables i(socioeconomic icharacteristics, ienterprise icharacteristics,
iaccess ito icredit, iattitude itowards iutilisation iof icredit, iconstraints ito icredit iutilisation,
iutilisation iof icredit iand ifactors iaffecting ithe iprofitability iof ipoultry ienterprise) ihave ia
idirect iinfluence ion ithe iprofitability iof ithe ipoultry ienterprise. i i

The ieconomy, ifiscal ipolicies, idemands ifor ipoultry iproducts, iand icompetition iagainst ithe
ipoultry iindustry iare iintervening ivariables iin ithis istudy. i iThe ieconomy iand ifiscal ipolicy
iaffect ithe iresponsiveness iof icredit ifor ipoultry ienterprise. iThe idemands ifor ipoultry iproducts
iand icompetition iaffect ithe iprofitability iof ithe ipoultry ienterprise.
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Independent ivariables i

Socioeconomic
icharacteristics

Age
Education
Occupations
Marital istatus
Income
Household isize

Attitude itowards
icredit iutilisation ifor
ipoultry

Unfavourable iattitude
Favourable iattitude

Constraints ito ithe
iutilisation iof icredit i

High iinterest i
Lack iof icollateral
Excess
idocumentation
Red itape
Lack iof itrust
Poor ifinancial imgt.

Access ito icredit
isources
Informal
Family i&Friends i
Money iLenders
Formal
Agric. ibanks
Commercial ibanks

 High Low

Enterprise
Characteristics

No iof ibirds
Poultry iproducts
Input icost
Source iof ilabour
Initial icapital
Management
isystem

Utilisation iof icredit
ifor ipoultry

The iratio iof iamount
ispent ion ipoultry
ienterprise. i

 1-50% iusedAbove i50%-99% 100% iused

Intervening
ivariables

Economy
Fiscal ipolicy
Demand i

Competition i

Profitability iof
icommercial
ipoultry

 High i Low i

Fig i1: iConceptual iframework ifor ithe ieffect iof icredit iutilisation ion ithe iprofitability iof icommercial ipoultry iproduction iin isouthwestern, iNigeria

Dependent ivariable
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CHAPTER THREE
METHODOLOGY

3.1 Study area
The study was conducted in South-western Nigeria which is one of the six geopolitical/
agricultural zones of the country. The zone consists of Oyo, Ogun, Ondo, Osun, Lagos and
Ekiti States. The area was chosen because poultry business is very popular among
residents; there is a ready market for poultry products and there are similarities in
socioeconomic and political factors. Southwest Nigeria lies between Latitudes 50 South,
90 North and Longitudes 20 and 80 East. It is bounded on the South by the Atlantic
Ocean, in the East by River Niger, in the West by the Republic of Benin and in the North
by North-central Nigeria. Southwestern Nigeria occupies land area of 78,505.17 square
kilometres, representing approximately 8% of the country's total land mass. The
population of the zone is 27, 722, 432 people, representing approximately 20% of the
country's total population according to the 2006 national census.

The isocioeconomic iand ipolitical iatmosphere iis istable iand iproductive; ilikewise, ithe iclimatic
ifactors iare iadequate ifor iwide iranges iof iagricultural iactivities. iThe irainfall ipattern iof
iSouthwestern iNigeria ivaries ifrom ithat iof ithe icoastal iforest ibelts iof ithe isouth ito ithat iof
iderived isavannah iof ithe inorth ispanning ithe imonths iof iApril ito iOctober. iThe iperiod
ibetween ithe imonths iof iNovember ito iMarch iis icharacterized iby idry iseason iand iHarmattan.
iAgriculture iis ithe imain isource iof ilivelihood iof ithe iinhabitants iof iSouthwest iNigeria.
iPopular iagricultural iactivities iin iSouthwestern iNigeria iare iarable ifarming i(cassava, imaize
iand iyam), ivegetable ifarming i(amaranth, ipepper iand itomato), itree ifarming i(cocoa, ikola iand
ioil ipalm), ifruit ifarming i(orange, imango iand ibanana) iand ilivestock ifarming i(poultry, ismall
iruminants iand icattle). i

3.2 Study population
The population of this study comprised of all small-scale commercial poultry farmers in
Southwestern region of Nigeria.
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3.3 Sampling procedure and sample size
Multistage sampling procedure was used to select the respondents for the study. The first
stage iinvolved ithe irandom iselection 50% of the states in Southwest which is three iiout iof
ithe isix iStates iin ithe iSouthwestern iNigeria. iThe iStates iwere iOyo, iOgun iand iOndo iStates.
iThe isecond istage iinvolved ipurposive isampling iof ithree iLocal iGovernment iAreas i(LGAs)
ibased ion ithe iprevalence iof icommercial ipoultry iproduction iin ieach iState. Prevalence of
commercial production in each state was determined by the number of Poultry farmers
with stock capacity of above three thousand birds who are registered with the state chapter
of the poultry Association of Nigeria. Thus the local government areas with the highest
number of these farmers were ‘purposively targeted for sampling. iThe iLocal iGovernment
iAreas iselected iwere iOyo ieast, iLagelu iand iAfijo iin iOyo iState; iOdeda, iAdo iOdo/Otta iand
iIfo iin iOgun iState; iand iOndo iWest, iOwo iand iAkoko iNorthwest iLGAs iin iOndo iState.
iCluster isampling itechnique iwas ithen iused ito iselect itwo icommunities iwhere ipoultry
ifarming iwas iprevalent iin ieach iof ithe iselected iLocal iGovernment iAreas. This was also
achieved following similar procedure used for sampling the aforementioned local Government
areas. iFrom ithe ilist iof iregistered ipoultry ifarmers, i10% iof the registered poultry farms were
selected to make a total of 250 respondents.
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Table i3.1: iSampling iprocedure iand isample isize i

Southwestern
istates

50% iof
ithe
istate

Purposive
iselection
iof iLGAs

Cluster
isampling iof
icommunities

Number iof
ipoultry
ifarmers iin
iPAN

10%
iselection iof
ipoultry
ifarmers

Oyo Oyo iEast Apaara 156 16
Oke-apo 213 21

Afijo Ilora 132 13
Awe 112 11

Lagelu Lagun 104 10
Lalupon i1 129 13

6 Ogun Odeda Itesi 115 12
Obantoko 178 18

Ado
iOdo/Ota

Igbesa 210 21
Otta i 119 12

Ifo i Agbado 155 16
Ifo 215 22

Ondo Owo Upenmen 110 11
Uso 96 10

Ondo iwest Oboto 114 11
Owena i 132 13

Akoko
iNorth-west

Arigidi 107 11
Okeagbe 92 9

Total 3 9 18 2489 250
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3.4 Data isources
Data iwere icollected ifrom iprimary isources ithrough ithe iuse iof ipre-tested iinterview ischedule
ito ielicit iinformation ifrom ithe ipoultry ifarmers iduring ithe isurvey. iThe iinterview ischedule
iwas iused ito iobtain iinformation ibased ion ithe ispecific iobjectives iof ithe istudy. iEach iof ithe
iobjectives iwas imeasured iunder idifferent isections iof ithe iinterview ischedule.

3.5 Validation of instrument
Content validity of the research instruments was achieved through interactions with the
research isupervisors, iand iprofessionals iin iAgricultural iExtension, iAgricultural iEconomics,
iRural iSociology iand iDevelopment iCommunication. iThe iprocess iresulted iin ithe icorrection
iof idefective iitems, iremoval iof iirrelevant iones, iand ithe iinclusion iof irelevant iones.

3.6 Reliability iof iinstrument
The ireliability itest iof ithe iinterview ischedule iwas idone iwith isplit-half imethod iof ianalysis ito
idetermine ithe idegree ito iwhich iit iconsistently imeasured iwhat iit iwas idesigned ito imeasure.
iThe iinterview ischedule iwas iadministered ion ia iset iof i20 ismall-scale icommercial ipoultry
ifarmers iin iEkiti iState. iCorrelation icoefficients iwere iobtained ifor ieach iresearch iobjective. iA
icorrelation icoefficient iof i0.70 iand iabove iwas iaccepted ifor ieach iobjective.

3.7 Measurement iof ivariables
The ivariables iinvestigated iin ithe istudy iwere icategorised iinto iindependent iand idependent
ivariables. iScores iwere iassigned ito ivariables imeasured iat iinterval ior iordinal ilevel iof
imeasurement, iwhile inumeric ilabels iwere iassigned ito ithose imeasured iat inominal ilevel iof
imeasurement.

3.7.1 Independent ivariables
The iindependent ivariables iof ithis istudy iwere imeasured ias ifollows:

I. Socioeconomic icharacteristics
Age: Respondents were asked to state their actual ages in years

Sex: Respondents were asked to indicate whether they are male or female
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Marital status: Respondents were asked to indicate their marital status, whether they
are single, married, divorced, separated or widowed
Household size: Respondents were asked to state the number of individuals in their
households
Educational attainment: Respondents were asked to state the number of years of
formal education they had
Religion: Respondents were asked to indicate their religion from the options; Islam,
Christianity or Traditional religion

II. Primary occupation: Respondents were asked to indicate their primary occupation
from the ioptions; icivil iservice, itrading/business, ipoultry ifarming, icrop ifarming, iartisan
iamong iothers

Membership iof isocial igroups: iRespondents iwere iasked ito istate ithe isocial igroups ithey
ibelong ito. iThey iwere ialso iasked ito iindicate itheir istatus iin ieach iof ithe igroups ias iordinary
imember, icommittee imember ior iexecutive imember. iScores iwere iassigned iat ithe iordinal
ilevel iso ithat iordinary imember iwas igiven i1, icommittee i2 iand iexecutive imember i3. i i
Income: iRespondents iwere iasked ito istate itheir iincome igenerating iactivities. iThey iwere
ialso iasked ito iindicate itheir iincome ifrom ieach iof ithem ieither ion idaily, iweekly, imonthly ior
iannual ibasis

III. Enterprise icharacteristics
Age iof ipoultry ibusiness: iRespondents iwere iasked ito istate ithe iperiods isince ithey ihave ibeen
involved iin ipoultry ibusiness iin iyears
Ownership: iRespondents iwere iasked ito iindicate ithe itype iof iownership iof ipoultry ibusiness
ifrom ithe ifollowing ioptions; isole iproprietor, ipartnership ior igroup iowned
Time iinput: iRespondents iwere iasked ito iindicate itime idevoted ito ithe ipoultry ibusiness iin
iterms iof inumber iof ihours iin ia iweek
Land iownership: iRespondents iwere iasked ito iindicate ithe itype iof iownership iof ipoultry
iland/facility ifrom ithe ifollowing ioptions; ibought, irented, ilease, ifamily iowned,
icommunal/community iowned
Source iof istart-up icapital: iRespondents iwere iasked ito istate itheir isource(s) iof istart-up
icapital ifrom ithe ifollowing ioptions; ipersonal isavings, iloan ifrom iinformal isource(s) ior
iformal isource(s)
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Poultry isystem: iRespondents iwere iasked ito istate itheir ipoultry isystem ifrom ithe ifollowing
ioptions; ideep ilitter ior ibattery icage
Number iof ibirds: iRespondents iwere iasked ito istate ithe iexact inumber iof ibirds ithey ihave ion
itheir ipoultry ifarms. iThis iwas ilater iclassified iinto ismall, imedium iand ilargescale ipoultry
iproduction. iLess ithan ior iequal ito i1000 ibirds iis ismall-scale, imedium iscale ibetween i1001
iand i5000 ibirds, iwhile ilarge iscale iis iabove i5000 ibirds.
Number iof iemployees: iRespondents iwere iasked ito istate ithe inumber iof ipeople ithat iwork
ion itheir ipoultry ifarms ion ia iregular ibasis
Extension icontacts: iRespondents iwere iasked ito istate ithe ifrequency iof icontacts ithey ihave
iwith iextension iworkers ifrom ithe ioptions; inever, iweekly, ifortnightly, imonthly iand
iquarterly. iScores iof iwere iassigned ito itheir iresponses iin ian iordinal iformat iso ithat inever iwas
iassigned i0, iweekly i1, ifortnightly i2, imonthly i3 iand iquarterly i4
Value iof iproduce: iRespondents iwere iasked ito istate ithe inumbers iof ibroilers, ilayers, ispent
ilayers iand icrates iof ieggs ithey iusually ihad iat ithe iend iof ithe iproduction icycle. iThey iwere
ialso irequired ito istate ithe iunit ivalues iof ithe ipoultry iproducts i i
Production icost: iRespondents iwere iasked ito istate ithe icost iof ithe ivarious ielements iin itheir
iproduction iactivities iunder ifixed iand ivariable icosts iper iproduction icycle.

IV. Access ito icredit ifacilities
Respondents were asked to indicate how often they accessed credits from the list of both
iformal iand iinformal ifinancial iinstitutions. iThis iwas imeasured ion ia ithree-point iscale iof
iNever, iOccasionally iand iAlways. iThe isources iwere ifamily iand ifriends, imoney ilenders,
iPoultry iAssociation iof iNigeria, icooperative isocieties, iinvestment iclubs, imicrofinance
ibanks, Nigerian Agricultural Cooperative Development Bank (NACRDB), Commercial
banks, Ministry of Agricultureiand iRural iDevelopment, iAgricultural iDevelopment iProject
i(ADPs) iand iNational iFadama iDevelopment iProgrammes i(NFDPs). iScores i0 iwas iassigned
ito iNever, i1 ito iOccasionally iand i2 ito iAlways. iThe imaximum iand iminimum iscores iobtained
iwere i0 iand i22 i i irespectively. iRespondents’ iaccess ito icredit ifacilities iwas icategorized iusing
ithe imean i(4.38±4.11) iinto ihigh i(4.38-22.00) iand ilow i(0.00-4.37).
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V. Attitudes iof irespondents ito iuse iof icredit ifor ipoultry ienterprise
Attitudes iof ipoultry ifarmers itowards ithe iuse iof icredit ifor ipoultry ienterprise iwas imeasured
iby ipresenting i18 iattitudinal istatements iwhich iconsist iboth inegatively iand ipositively
iworded istatements. iThis iwas imeasured ion ia i5-point iLikert iscale iof iStrongly iAgree i(SA),
iAgree i(A), iUndecided i(U), iDisagree i(D), iand iStrongly iDisagree i(SD); iwith i1,2,3,4,5
iassigned irespectively ito ipositively iworded iattitude istatements, iand ithe ireverse ifor
inegatively iworded istatements. iAn iindex iof iattitude iwas icalculated ifrom ithe iresponses ito
ithe istatement. iThe imaximum iscore iwas i84, iwhile ithe iminimum iwas i36. iRespondents'
iattitudes itowards ithe iuse iof icredit ifor ipoultry ienterprise iwas icategorized iusing ithe imean
i(63.80±10.82) iinto ifavourable i(63.80-84.00) iand iunfavourable i(36.00-63.70). i

VI.Constraints ito ithe iutilization iof icredit ifor ipoultry ienterprise
The irespondents iwere iasked ito istate ithe iconstraints ito ithe iutilization iof icredit ifor ipoultry
ienterprise. iThey iwere irequired ito irespond ito ipossible iconstraint iitems iwith ithe ioptions iof;
inot ia iconstraint, imild iconstraint, isevere iconstraint iand ivery isevere iconstraint. iIncluded iin
ithe iconstraint iitems iwere; iissues iconcerning ihigh iinterest irate, icollateral irequirement, ilack
iof iguarantor, imisleading iinformation, iuntimely idisbursement, iloan idiversion, ishort
irepayment iperiod, itime iwastage iand ifar idistance iof i i i i i iservice iproviders. iScores iof i‘0' iwere
iassigned ito inot ia iconstraint, i‘1' ito imild iconstraint, i‘2' ito isevere iconstraint iand i‘3' ito ivery
isevere iconstraint. iThe imean iscore iof ieach iitem iwas iused ito irank ithe iconstraints. iAlso, ithe
iscores iwere isummed iup iwith imaximum iscore ibeen i22 iand iminimum iscore i0. iThe ioverall
imean i(14.27) iwas iused ias ithe iindex ito icategorise irespondents iinto ihigh iand ilow iconstraint
ilevels.

VI. Utilization iof icredit i

Respondents iwere iasked ito istate iwhere ithey iobtained ithe icredit i(loan) ifrom, ihow imuch
icredit ithey icollected, iand ihow imuch ithey iused ifor ipoultry ienterprise. iThis iinformation iwas
icollected ifor ithe ilast ithree icredits iobtained. iThe iratio iof ithe iamount icollected ito iamount
ispent ion ipoultry ienterprise iwas ifound ifor ieach icredit icollected. iThe imean iand istandard
ideviation ifor icredit iutilisation ifor iall irespondents iwas iobtained iand ithese iwere iused ito
icategorise icredit iutilisation iinto ihigh, imedium iand ilow.
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3.7.2. i Dependent variable
The dependent variable of this study was the profitability of commercial poultry farmers.
This was measured as Net Farm Income (NFI) by subtracting the Total Cost (TC) from the
total revenue (TR). The TC is the summation of Total Variable Cost (TVC) and Total
Fixed Cost (TFC). Return on Investment (ROI) and Cost Benefit Ratio (CBR) were used
for sensitive analysis

NFI= TR-TC

TC=TFC+TVC

NFI= Net Farm Income

TR=Total Revenue (income for sales of birds and egg)

TFC= Total Fixed Cost (Rent, depreciation on assets)

TVC=Total Variable Cost (cost of feed, drugs, labour, day old chicks.)

3.8 Profitability Ratios
These are financial indices which showed the performance of a business.

(i). Return on Investment (ROI) = 𝑛𝑒𝑡 𝑖𝑛𝑐𝑜𝑚𝑒
𝑇𝑜𝑡𝑎𝑙 𝑐𝑜𝑠𝑡 * 100%

(ii) Cost-benefit ratio = Total revenue
𝑇𝑜𝑡𝑎𝑙 𝑐𝑜𝑠𝑡 

3.9 Method iof idata ianalysis
Descriptive istatistics ilike ifrequency, ipercentages, imeans, istandard ideviations iand icharts
iwere iused ito idescribe ithe iobjectives iof ithe istudy. iInferential istatistics, ias inoted iin iTable i4.2
iwas iused ito itest ithe ihypotheses.

3.10 Hypotheses testing
The ihypotheses iof ithe istudy iwere ipresented iin itheir inull iform. iHypotheses ione iand itwo
iwere itested iusing ichi-square iand iPearson iProduct iMoment iCorrelation i(PPMC),
ihypotheses ithree iand ifour iwere itested iusing iPPMC, iwhile ihypotheses ifive iwas itested iusing
iANOVA. iA isimple ilinear iregression imodel iwas iused ito idetermine iprofitability iacross ithe
ithree itypes icommercial ipoultry iproduction ias iwell ias ithe ithree iSouthwestern iStates
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CHAPTER iFIVE

iRESULTS iAND iDISCUSSION

This ichapter ipresents ithe iresults iand idiscussion iof ithe ianalysed idata iin iline iwith ithe ispecific
iobjectives iand ihypotheses iof ithe istudy.

4.1 Socioeconomic icharacteristics iof irespondents
4.1.1 Sex of respondents
The iresult ion isex iof irespondents iis ipresented iinTable 5.1. iIt irevealed ithat imajority i(74.8%)
iof ithe irespondents iwere imales, iwhile i25.2% iwere ifemales. i iThis isuggests ithat imales iwere
imore iengaged iin ipoultry ienterprise iin ithe istudy iarea. iThis iconforms ito ithe ifindings iof
iBabatunde iet ial., i(2012) iand iBabalola i(2014) iwho ireported ithat ithe imajority iof ipoultry
ifarmers iin iNigeria iwere imales. iThe idominance iof imale iin ipoultry ienterprise icould ibe
iattributed ito ithe ifact ithat ipoultry ienterprise iis ia ihighly irisky iventure iand ilabour idemanding
iwhich iin imost icases ican ibe ibetter ihandled iby imen i(Ironkwe iand iAjayi, i2007).

4.1.2 Marital status of respondents
The iresults ion iTable i5.1 ishowed ithat imajority i(88.8%) iof ithe irespondents iwere imarried.
iThe iresult ifurther ishowed ithat ionly i6.8% iof ithe irespondents iwere idivorced/separated,
iwhile i2.4% iwere iwidowed. iThe iresult iis iin itandem iwith ithe ifindings iof iOnogwu iet ial.,
i(2017), iwho ifound ithat i88% iof ipoultry ifarmers iwere imarried. iThe iresult iis ia ireflection iof
ithe ihigh ivalue iplaced ion imarriage iin ithe iNigeria isociety.

4.1.3 Religion iof irespondents
The iresult ias ipresented iin iTable i5.1 irevealed ithat i(60.0%) iof ithe irespondents iwere
iChristian iwhile, i36.8% iand i3.2% iwere iMuslims iand itraditional iworshippers irespectively.
iThis isuggests ithat iChristianity iand iIslam iare ithe itwo idominant ireligions iin ithe istudy iarea.
iThe iinvolvement iof ipeople iwith idiverse ireligious iinclination iin ipoultry ienterprise icould ibe
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idue ito ithe ifact ithat ipoultry iproducts ihave ilittle ior ino ireligious itaboo i(Adene iand iOguntade,
i2006).

4.1.4 Age of respondents
Age iis ian iimperative ivariable ithat idetermines ithe iscenery iof ieconomic iactivities ithat ican ibe
iundertaken iby ian iindividual. iTable i5.1 ipresents iresult iin the age distribution of
respondents. It reveals that the mean age of respondents iwas i42.56±9.84 iyears. iA ilarger
ipercentage i(64%) iwas ibetween i31and i50 iyears, i24.4 i% iwere ibetween i51 iand i60 iyears iand
iless ithan i5% iwere iabove i60 iyears. iThis iimplies ithat irespondents iwere istill iin itheir imiddle
iand iactive iage. iThis ifinding iis isupported iby iOladunni iand iFatuase i(2014) iwho iopined ithat
poultry farming is dominated by young people. iAromolaran, iet ial., i(2013) ialso iproposed
ithat ifarmers iin ithis iage ibracket iare ieconomically iactive iand iare imade iof ithe iinnovative,
imotivated iand iadaptable iindividuals.

4.1.5 Total iyears iof iformal ieducation
The iimportance iof ieducation iin isharpening ithe iminds iof ipeople icannot ibe ioveremphasized,
ias iit ihas ibeen iobserved ito iaid iaccess ito idiverse isources iof iinformation ithrough iwhich
iknowledge iis iacquired ifor iimproved iproductivity iand iincreased iprofitability i(Ajah iet ial.,
i2014; iBabatunde iet ia.l, i2012). iThe ieducational iattainment iof ithe irespondents, ias ipresented
iin iTable i5.1 irevealed ithat ithe irespondents’ imean iyears iof iformal ieducation iwas
i17.47±9.26. iIn iaddition, i42.4% iof ithe irespondents ihad itertiary ieducation, iwhile ionly
i38.4% isecondary ieducation. iThis iresult iimplies ia ihigh ilevel iof iliteracy iamong ithe ipoultry
ifarmers iin ithe istudy iarea. iThe ihigh ilevel iof ieducational iattainment icould ibe iattributed ito
ithe iimportance iattached ito iformal ieducation iin ithe istudy iarea.

Equipped iwith ibetter iknowledge ithrough iquality ieducation, ithe irespondents icould iacquire
imodern ipoultry iproduction iskills iand itechniques ito iimprove itheir iproductivity iand iincrease
itheir iprofit imargin. iThis iis iin iconsonance iwith i(Ibekwe iet ial., i2015) iwho istated ithat ihigh
ieducational iattainment iis ivery iessential ias ipoultry ienterprise irequires isome ilevel iof iliteracy
iand itechnical iknowledge. iAromolaran iet ial., i(2013) iopined ithat ithe iability ito ihandle ithe
itechnicalities iinvolved iin ipoultry iproduction icould ihave ibeen ithe ireason ipoultry ienterprise
iis imore iattracted ito iindividuals iwith ihigher ilevel iof ieducation.
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4.1.6 Household size
Table 5.1 presented the average household size of 5.10±2.27 persons. Over half (58.8%)
of the respondents had a household size of between 3 and 6 persons, while a quarter
(25.2%) of the respondents had a household size of between 7 and 10 persons. The mean
result showed that the respondents had a relatively large household size. The large
household size could translate to cheap and reliable workforce. This is in line with
Adesiyan (2014) who claimed that large household size among poultry farmers serve as a
reliable workforce that supply the needed labour requirement for the enterprise.

4.1.7 Membership iof isocial iassociation
Social iassociation iserve ias isources iof iinformation, iand isupport i(financially iand imorally) ito
imembers i(Adeyonu iet ial., i2016; iUmunna iet ial., i2012). iMembership iof irespondents iin
isocial igroup ias ishown iin iTable i5.1 irevealed ithat i68.8% iof ithe irespondents iwere imembers
iof ia isocial iassociation, iwhile ionly i31.2% ididn’t ibelonged ito iany isocial iassociation. iAs
iobserved, i60.4% iof ithe irespondents ithat ibelong ito isocial iassociation iwere imembers iof
icooperative isocieties, iwhile i20.3% iand i18.0% iwere imembers iof ifarmers iassociation iand
ireligious iorganisation irespectively. i

These iresults isuggest ithat irespondents iwere iinterested iand iparticipated iin isocial
iassociation. iThe iresult icorroborates iBello iet ial., i(2015) iwho ifound ithat imajority iof ipoultry
ifarmers iin itheir istudy iarea iwere imembers iof isocial iassociation. iBelonging ito isocial
iassociations ienables imembers ito imaximize iproductivity iby iusing ithe imedium ito igarner
iinformation iand iadvertise itheir iproducts icollectively. iMembership iof iassociation iaccording
ito iSimonyan iet ial., i(2012), iaffords ifarmers ithe iopportunity iof iinformation isharing ion
imodern iproduction itechniques, ibulk ipurchasing iof iagricultural iinputs ias iwell ias iexchange
iof ilabour.

4.1.8 Primary ioccupation iof irespondents
The result of primary occupation of respondents is presented in table 5.2. The result
revealed that more than half (52.8%) of the respondents engaged in poultry production as
their primary occupation, while 22.0% and 10.4% were primarily engaged in crop farming
and civil service. A ilarge inumber iof irespondents ithat iengaged iin ipoultry iproduction ias
iprimary ioccupation icould ibe ian iindication ithat ipoultry iproduction iis ivery ilucrative. iPoultry
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iproducts ihave ibeen iobserved ito ibe ione iof ithe imajor isources iof ianimal iprotein iand ithe
idemand ifor ithem iis ion ithe iincrease. iThe iabsent iof iwhite-collar ijobs ifor ithe iteeming iyouths
iand ihigh idemand ifor ipoultry iproducts imay ihave icontributed ito ithe ihigh iinflow iof ipeople ito
icommercial ipoultry ienterprise i(FAO, i2011).

4.1.10 Monthly income
The result on the estimated monthly income of respondents as presented in Table 5.1
revealed the mean monthly income was ₦148, 181. Almost two-fifth (39.6%) of the
respondents earned between ₦51,000 and ₦100,000 per month. The result also showed
that 20.4% earned between ₦101,000 and ₦150,000 and 20.8% earned above ₦200,000
monthly. This implies that majority of the ilivelihood idiversification ito icomplement
iincome ifrom itheir iprimary ioccupation. iEmaikwu iet ial., i(2011) iobserved ithat iresearch ithat
ipeople iengaged iin ipoultry iproduction ito isupport itheir imeagre iincomes. iAlso, ithe ifrequency
iof iother iincome igenerating iportfolios ilike icrop ifarming, itrading iartisan iimplied ithat
irespondents idiversified ito iother iincome igenerating iactivities. iThis icould ibe iin ia ibit ito iboost
iincome. iAdesiyan, i(2014) iconcurred ithat ipoultry ifarmers iventured iinto iother ienterprises iin
iorder ito istrengthen itheir ihousehold iincomes. However, Oseni and Winters (2009) argued
that farmers diversify their livelihoods to provide liquidity that can be used in agricultural
production or capital investment for expansion.

4.1.10 Monthly iincome
The iresult ion ithe iestimated imonthly iincome iof irespondents ias ipresented iin iTable i5.1
irevealed ithe imean imonthly iincome iwas i₦148, i181. iAlmost itwo-fifth i(39.6%) iof ithe
irespondents iearned ibetween i₦51,000 iand i₦100,000 iper imonth. iThe iresult ialso ishowed
ithat i20.4% iearned ibetween i₦101,000 iand i₦150,000 iand i20.8% iearned iabove i₦200,000
imonthly. i iThis iimplies ithat imajority iof ithe irespondents iliveabove the poverty line of $1.90
per day ias istipulated iby iWorld iBank i(Hickel, i2015). iThe iavailability iof ifunds icould
imotivate ithese ipoultry ifarmers ito iacquire imodern iequipment ifor iexpansion iand iincrease
itheir iproduction icapacity. iThis iis iin iagreement iwith iSun i(2017) iwho ireported ithat ifarm
ihouseholds iwith iimproved iincome iwould iseek ivocational iand itechnical ieducation ito
iimprove itheir icapability iin itheir ichosen icarrier.
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Table i4.1: iDistribution iof irespondents iby isocio-economic icharacteristics

Variables Categories Freq. % Mean
Age i(Years) ≤ i30 19 7.6

31-40 60 24.0
41-50 100 40.0 42.56±9.84
51-60 60 24.0
˃ i60 11 4.4

Sex Male 187 74.8
Female 63 25.2

Marital istatus Single 5 2.0
Married 222 88.8
Separated 6 2.4
Divorced 11 4.4
Widowed 6 2.4

Total iyears iof iformal
ieducation

No iformal ieducation 21 8.4
Primary ieducation 27 10.8
Secondary ieducation 96 38.4
Tertiary ieducation 106 42.4 17.47±9.26

Religion iof ihousehold ihead Christianity 150 60.0
Islam 92 36.8
Traditionalist 8 3.2

Household isize < i3 38 15.2
3-6 147 58.8 5.10±2.27
7-10 63 25.2
>10 2 0.8

Do iyou ibelong ito isocial
iassociation

No 78 31.2
Yes 172 68.8

Names iof isocial iassociations Farmers’ iassociation 35 20.3
Cooperative igroup 104 60.5
Religious iorganization i 31 18.0
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Community idevelopment
iassociation

2 1.2

Primary ioccupation Poultry iproduction 132 52.8
Other ilivestock iproduction 12 4.8
Crop ifarming 55 22.0
Civil iservice 25 10.0
Artisan 6 2.4
Trading 18 7.2
Student 1 0.4
Transporter 1 0.4

Secondary ioccupation Poultry iproduction 107 42.8
Other ilivestock iproduction 20 8.0
Crop ifarming 70 28.0
Civil iservice 7 2.8
Artisan 16 6.4
Trading 30 12.0

Monthly iincome i(₦)
≤ i50,000 41 16.4
51,000-100,000 99 39.6
101,000-150,000 51 20.4 148181.4±142438.3
151,000-200,000 7 2.8
> i200,000 52 20.8

Source: iField isurvey i(2018) i
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4.2 Enterprise characteristics of respondents

4.2.1 Years of experience in poultry production
The years of experience in poultry production is a vital key to its profitability since it
enhances knowledge of poultry management (Aromolaran, 2013). Table 5.2 revealed that
the respondents’ mean years of experience in poultry production was 10 years. A larger
per cent (62.0%) had years between one and ten years of experience in poultry production,
while only 4.8% had been involved in production for over 20 years. i

The imean iyears iof iexperience isuggest ithat ipoultry iproduction iis ia ireliable imeans iof
ilivelihood. iAccording ito iOluwasogo iet ial., i(2016), ipoultry iproduction ihad ibeen ia isteady
isource iof iincome. i iAlso, ithe irelatively ihigh iyears iof iexperience imeans ithat irespondents
ihave iover itime iacquired iadequate iknowledge ito imanage irisk iin ipoultry iproduction iand
ienhance iits iprofitability. iYears iof iexperience iimpacts ipoultry ifarmers’ idecision imaking
iwith iregards ito ithe irisks iand iuncertainties iassociated iwith ithe ienterprise i(Adeyonu iet ial.,
i2016).

4.2.2 Size iof ienterprise
The iresult iof ithe inumber iof ibirds ireared iby ithe irespondents iis ipresented iin iTable i5.3. iIt
ishowed ithat ithe imean inumber iof ibirds ireared iby ithe irespondents iwas i6800± i63869 ibirds.
iUsing ithe iclassification iof iOjo i(2003) iwho iclassified ithe iscale iof ipoultry ienterprise iinto
ismall, imedium iand ilarge; ihe iopined ithat ismall iscale ipoultry ienterprise iwas ihaving iup ito
i1000 ibirds, imedium iscale ibetween i1001-5000 ibirds, iwhile ilarge iscale iabove i5000 ibirds.
iThe iresult irevealed ithat i60.0% iof ithe irespondents iwere ismall-scale ipoultry ifarmer, iwhile
i28.4% iand i11.6% iwere imedium iscale iand ilarge-scale ifarmers irespectively. iThe imean
iresult iimplies ithat icommercial ipoultry iproduction iin ithe istudy iarea iwas ipredominantly
ismall-scale. iThis icould ibe idue ito ithe itechnical iand ifinancial icost irequired iin iestablishing
iand irunning ilarge iscale ipoultry ienterprise. iGiving icredence ito ithis iproposition, iAkintunde
iand iAdeoti i(2014) iquoting iAlabi iet ial., i(2000) inoted ithat ilow icapital ibase, icredit
iaccessibility, ipoor imanagement ipractices iand idisease ioutbreak igreatly iinfluenced ithe isize
iof ipoultry ifarm.
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4.2.3 Target iof ipoultry iproduction ienterprise
It iwas iobserved ion iTable i5.3 ithat imore ithan ihalf i(54.4%) iof ithe irespondents icombined iboth
iegg iand imeat iproduction, ia iquarter i(25.2%) iengaged ionly iin iegg iproduction, iwhile i20.4%
iengaged ionly iin imeat iproduction. Rearing of birds both for egg and meat production was
mostly (54.4%) practised; this could be borne out of the desire to have income all year
round. The poultry farmer would aim to get income from an array of poultry products such
as the sales of broilers, cockerels, old layers and eggs. This corroborates FAO (2011) iwho
iasserted ithat ipoultry ienterprise iprovides ia iportfolio iof iproducts ithat ienable imore iconstant
iinflows iof icash. i

4.2.4 Types iof ipoultry imanagement ipractice
Table i5.2 ipresented ithe iresult ion ithe itype iof ipoultry imanagement isystem ipractised iamong
ithe irespondents iin ithe istudy iarea. iIt iwas iobserved ithat imajority i(63.6%) iof ithe irespondents
ipractised ibattery icage isystem, iwhile i36.4% ipractised deep litter system. The irespondents’
ipreference iof battery cage system iover ideep ilitter isystem icould ibe idue ito iits iease iof
imanagement iand ihygiene iof iboth ithe iproducts iand ithe ifacility. iDeep ilitter isystem irequires
iconstant ichanging iof ithe ilitters i(sawdust iand/or iwood ishavings) iwhich iis ilabour iintensive
iand icould ipredispose ithe ibirds ito idiseases iwhen inot iproperly imanaged. iDuncan i(2001) iand
iAmos i(2006) iconfirmed ithat iadvantages iof ibattery icage iinclude iincreased ihygiene iand iease
iof imanagement.

4.2.5 Ownership itype
The iresult ion iownership itype iwas ipresented iin iTable i5.2. iIt irevealed ithat imajority i(85.2%)
iof ithe irespondents iwere isole iproprietors, i11.2% ipartnered iwith iothers ito iown ithe ibusiness,
iwhile ionly i3.6% iwere igroup/cooperative ifarms. iIt icould ibe ideduced ifrom ithe iresult ithat
imajority iof ipoultry ifarms iin ithe istudy iarea iwere iself-owned iby iindividuals iwho iare ifull-
time ipoultry ifarmers. iSole iproprietors iaccording ito iFoskey i(2005), iare ivisionaries iimbued
iwith iautonomy iand ipower ito imake idecisions ithat iwill ilead ithem ito ithe irealization iof itheir
ivisions. iThe isole iownership istatus iis ian iindication ithat ithe ipoultry ienterprise iownership iis
icompletely iin ithe ihands iof ithe iprincipal ifarm iowners iand iits isurvival iis idependent ion itheir
iindividual iefforts i(Arowolo, iet ial., i2017).
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4.2.6 Source iof istart-up icapital ifor ipoultry ienterprise
It iwas iobserved iin iTable i5.3 ithat ialmost ihalf i(48.8%) iof ithe irespondent isourced itheir istart-
up icapital ifrom ipersonal isavings, i34.8% isourced ifrom icooperative, ionly i5.2% isourced ifrom
ifriends/relatives. iIt icould ibe ideduced ifrom ithe iresult ithat ipersonal isavings iand icooperative
isocieties iare ithe imain isources iof istart-up icapital ifor ipoultry ienterprise iin ithe istudy iarea.
iThis isuggests ithe ireliability iof ipersonal isavings iand icooperative isocieties iin iterms iof
iaccess ito icapital. iThe ilow iuse iof iloans ifrom ibank iand iother iformal ifinancial iinstitutions ito
iget istart-up icapital icould ibe idue ito ilack iof icollateral iand iother istringent iconditions
idemanded ifrom istart-ups ibefore ithey ican iaccess icapital. iThis iis isupported iby iAkanni
i(2007) iwho iposited ithat ifarmers ioften irely ion ipersonal isavings ifor icapital idue ito ilack iof
icollateral isecurities. i

4.2.7 Source iof iland ifor ipoultry ienterprise
In iagriculture, iland ihas ibeen iobserved ito ibe ithe iimportant ifactor iof iproduction iand ion imany
ioccasions, ithere ihave ibeen ireported iclashes ibetween iland iusers iwithin iand ioutside ia
icommunity i(Akujobi iet ial., i2016; iZhong iet ial., i2007). iThe iresult ion iTable i5.3 revealed that
a good number (42.0%) of the respondents iacquired iland ifor ipoultry iproduction ithrough
iinheritance ias icompared iwith i26.0% iand i18.4% iof ithe irespondents iwho iacquired iland iby
ipurchase iand irent irespectively. iThe iresult ishowed ithat imost i(68.0%) iof ithe ipoultry ifarmers
iowned ithe iland ithey iuse ifor ipoultry ienterprise. iThe ifinding iis iin iagreement iwith ithe iwork
iof iAdesiyan i(2014) iwho iobserved ithat i60% iof ipoultry ifarmers iin ihis istudy iarea iowned
itheir iland. iHe ifurther iadded ithat imore iprofitability iis iexpected isince ithe imoney imeant ifor
iland ilease/rent iwould ibe iploughed iinto ivariable icosts isuch ias ifeed iand ilabour icosts. iThe
ivalue iof iland iowned iby ifarmers iserves ias ian iindicator iof ithe ioverall ifinancial ihealth iof ithe
iagricultural ienterprise. iLand icould iprovide ithe imotivation ifor icommercialization isince iit
iserves ias iloan icollateral ifor ifinancial icapital, iadditional iland, imachinery, ior iother
iequipment i(Bridges, i2007).

4.2.8 Major isource iof ilabour
Labour iis ianother ifactor iof iproduction iin ipoultry iproduction ithat igreatly iaffects
iproductivity. iThe iresult iin iTable i5.2 irevealed i45.2% idepend imainly ion iself-labour, iwhile
i29.6% iand i25.2% irelied imajorly ion ihired iand ifamily ilabour irespectively. iThis iimplies
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idifferent isources iof ilabour iwere iengaged iby ivarious irespondents. iThis ilargely idepends ion
ithe iscale iof ithe ienterprise i(number iof ibirds). iThe irelatively ismall inumber iof ibirds iaccount
ifor ithe iprominence iself-labour iamong ithe irespondents. iAgarwal i(1994) iand iAdesiyan
i(2014) iasserted ithat iself-labour iis iusually ipracticed iin ismall-scale ipoultry ienterprise, iwhile
ilarge-scale ipoultry ienterprise iuses ihired-labour. i i

4.2.9 Frequency iof iextension iagent ivisit
Extension iagents ioften idisseminate iinnovations iand inew iskills ito itheir iclienteles ito iimprove
ithe ifarmers’ iknowledge ion ihow ito iincrease iproductivity i(Ajayi iand iGunn, i2009). iThe
ifrequency iof ivisitation iby iextension iagents ito ipoultry ifarmers iwas ipresented iin iTable i5.2.
iIt iwas iobserved ithat i43.2% iof ithe irespondents iwere ivisited ifortnightly, i17.2% iwere ivisited
imonthly, iwhile i18.4% iwere inever ivisited. iThis iimplies ithat imajority iof ithe irespondents ihad
ibeen ivisited iby iextension iagents iat ileast ionce iin ithree imonths. iThis ifinding iis iin
iconsonance iwith ithe iworks iof iUmunna iet ial., i(2012) iand iAdebola iet ial., i(2016) iwho
iobserved ithat imajority iof ithe ipoultry ifarmers iwere ivisited iby iextension iagents iat idifferent
itimes.
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Table i4.2: iDistribution iof irespondents iby ienterprise icharacteristics
Variables Categories Frequency

i
% Mean

Years iof iexperience iin ipoultry
iproduction

≤ i5 62 24.8
6-10 93 37.2 10.44±6.70
11-15 53 21.2
16-20 30 12.0
21-25 7 2.8˃ i25 5 2.0

Scale iof iproduction Small-scale 150 60.0
Medium iscale 71 28.4 6,800±63869
Large-scale 29 11.6

Type iof ienterprise Egg 65 26.0
Meat 38 15.2
Meat iand iegg 147 58.8

Type iof ipoultry imanagement
ipractice

Deep ilitter 91 36.4
Battery icage 159 63.6

Ownership iof ienterprise Sole iproprietor 213 85.2
Partnership 28 11.2
Group/cooperative 9 3.6

Source iof istart-up icapital Bank iloan 28 11.2
Cooperative 87 34.8
Friends/relative 13 5.2
Personal isavings 122 48.8

Land iacquisition ifor ipoultry
iproduction

Inherited 105 42.0
Rented 46 18.4
Purchased 65 26.0
Leased 25 10.0
Communal iland 1 0.4
Government iallocation 8 3.2

Major isource iof ilabour Self 113 45.2
Family 63 25.2
Hired 74 29.6

Frequency iof iextension iagents
ivisit

Weekly 22 8.8
Fortnightly 108 43.2
Monthly 43 17.2
Quarterly 31 12.4
Never 46 18.4

Source: iField isurvey i(2018) i
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4.3 Access to credit facilities

Acquisition and utilization of credit for agricultural purposes promote productivity and
consequently improve enterprise profitability. Access to credit would enable farmers
venture into new areas as well as acquired improved skills and technology for enhanced
performances (Alfred, 2005). The distribution of respondents by access to credit facilities
was presented in Table 5.3. It reveals that credit was most access from cooperative
societies (x ̅=1.19), family and friends (x ̅=1.07), and money lenders (x ̅=0.34). Other
sources of credit were poultry association of Nigeria (x ̅=0.22), Ministry of Agriculture and
Rural Development (x ̅=0.16) and Nigeria Agricultural Cooperative Development Bank
(0.16).
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Table i4.3 iDistribution iof irespondents iby iaccess ito icredit ifacilities
Always Occasionally Never

Variables Freq. % Freq. % Freq. % Mean Rank
Cooperative isocieties 123 49.2 51 20.4 76 30.4 1.19 1st

Family iand ifriends 83 33.2 102 40.8 65 26.0 1.07 2nd

Money iLenders 29 11.6 28 11.2 193 77.2 0.34 3rd

Microfinance ibanks 15 6.0 47 18.8 188 75.2 0.31 4th

Commercial ibanks 16 6.4 43 18.0 189 75.6 0.31 4th

Poultry iAssociation iof iNigeria 16 6.4 23 9.2 211 84.4 0.22 6th

Bank iof iAgriculture 14 5.6 28 11.2 208 83.2 0.22 6th

National iProgramme ifor iFood
iSecurity

10 4.0 33 13.2 207 82.8 0.21 8th

Investment iclubs 16 6.4 14 5.6 220 88.0 0.18 9th

Nigeria iAgricultural
iCooperative iDevelopment
iBank i(NACRDB)

9 3.6 21 8.4 220 88.0 0.16 10th

Ministry iof iAgriculture iand
iRural iDevelopment

15 6.0 10 4.0 225 90.0 0.16 10th

Source: iField isurvey i(2018) i
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4.4 Categorisation iof irespondents ibylevel of access to credit facilities

The level of access to credit facilities iby irespondents iwas ipresented ion itable i5.4. iIt
irevealed ithat i76.8% iof irespondents ihad ia ilow ilevel iof iaccess ito icredit ifacilities, iwhile ionly
i23.2% ihad ihigh iaccess ito icredit. iThe ilow ilevel iof iaccessibility icould ihave iinfluenced iby
ihigh iinterest irate ifrom ifinancial iinstitutions iand ibureaucratic ibottleneck iexperienced iby
ipoultry ifarmers iduring icredit isourcing. iThe iclaim iwas isubstantiated iby iGideon i(2013) iwho
iposited ihigh iinterest irate iand icollateral ias ifactors iinfluencing icredit iaccessibility.
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Table i4.4: iCategorisation iof irespondents iby ilevel iof iaccess ito icredit ifacilities
Variables Frequency Per icent Mean Standard

ideviation
Min. Max.

Low i(0.00-4.37) 192 76.8 4.38 4.11 0.00 22.00
High i(4.38-22.00) 58 23.2
Source: iField isurvey i(2018)
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4.5 Attitude iof irespondents itowards ithe iuse iof icredit ifor ipoultry ienterprise i

Attitude is a relatively enduring organization of beliefs, feelings and behavioural
tendencies toward socially significant objects, groups, events, issues or symbols (Hogg
and Vaughan, 2010). Table 5.5 presents the result on respondents’ attitude to utilisation of
credit for poultry enterprise, Strong agree and agree were discussed as agree, while
strongly disagree and disagree were discussed as disagree. Majority of respondents agreed
that use of credit for poultry enterprise has increased their productivity (81.2%), the use of
credit can grow poultry enterprise within the shortest possible time (79.2%), the use of
credit makes for poultry enterprise makes it more profitable (78.4%), if given more credit
they will invest it in poultry enterprise (76.8%) and it is easy to repay credit when used for
poultry enterprise (76.0%). Furthermore, respondents disagreed that use of credit for
poultry enterprise makes it difficult to break even (70%), they do not need credit to
improve their poultry enterprise (72%), the use of credit is too expensive compared to the
profit/benefit derived (66.8%), I dislike using credit for poultry business, it makes it
riskier (68.4%) and those who do not use credit for poultry make more profit than those
who do (63.3%).

The favourable dispositions of poultry farmers toward credit utilisation to grow poultry
enterprise within the shortest possible time, and their desire to use the acquired credit for
poultry enterprise suggest that the respondents could relate financial capital to the success
of their enterprise. The ipositive iperception iof icredit iutilisation icould imotivate ithe ifarmers
ito iseek iand iacquire iloan ito iincrease itheir iproductivity. iCorroborating ithis ifinding, iFred iet
ial., i(2013) iposited ithat icredit idoes inot ijust iserve ias ia ivaluable isource iof iliquidity ito
ifarmers, ibut ireadily ifacilitate icommercialization iand iadoption iof inew itechnology ifor
igreater iproductivity. iThe iwillingness iof ithe irespondents ito iencourage iother ipoultry ifarmers
ito icollect icredit ifor ipoultry ienterprise, iutilize ithe icredit iaccordingly iand ithe ibelief iof iease
iof icredit irepayment iwhen iused ifor ithe ienterprise icould iqualify ithem ito iaccess imore
ifinancial icapital ifor itheir ienterprise. iAbula iand iEdiri i(2013) iconfirmed ithat iloan irepayment
icapacity iis ia imajor ifactor iconsidered iby ifinancial iinstitutions ibefore igiving iloans ito
ifarmers.
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Table i4.5: iDistribution iof irespondents iby iattitude ito iuse iof icredit ifor ipoultry
ienterprise

SA A U D SD
Variables F % F % F % F % F %
Use iof icredit ican igrow ipoultry
ienterprise iwithin ithe ishortest
ipossible itime

61 24.4 137 54.8 24 9.6 19 7.6 9 3.6

The ileast iI iwant ito ido iis ito iuse
icredit ifor ipoultry ienterprise

38 15.2 78 31.2 39 15.6 73 29.2 22 8.8

I iwill inever iencourage iothers ito
icollect icredit iand iinvest iin
ipoultry ibusiness

7 2.8 43 17.2 20 8.0 94 37.6 86 34.4

Use iof icredit ifor ipoultry
ienterprise ihas iincreased imy
iproductivity

56 22.4 147 58.8 12 4.8 18 7.2 17 6.8

The iuse iof icredit imakes ifor
ipoultry ienterprise imore
iprofitable

52 20.8 144 57.6 19 7.6 20 8.0 15 6.0

If iI iam igiven imore icredit iI iwill
iinvest iit iin ipoultry ienterprise

40 16.0 152 60.8 29 11.6 20 8.0 9 3.6

It iis ieasy ito irepay icredit iwhen
iused ifor ipoultry ienterprise

46 18.4 144 57.6 20 8.0 144 57.6 46 18.4

Use iof icredit ifor ipoultry
ienterprise imakes iit idifficult ito
ibreak ieven

9 3.6 33 13.2 33 13.2 126 50.4 49 19.6

Credit ienable ime ito iuse imodern
itechnologies ifor ipoultry
ienterprise

34 13.6 152 60.8 24 9.6 27 10.8 13 5.2

I ido inot ineed icredit ito iimprove
imy ipoultry ienterprise

11 4.4 40 16.0 19 7.6 132 52.8 48 19.2

The iuse iof icredit iis itoo 11 4.4 48 19.2 24 9.6 119 47.6 48 19.2
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iexpensive icompared ito ithe
iprofit/benefit iderived
I idislike iusing icredit ifor ipoultry
ibusiness, iit imakes iit iriskier

24 9.6 44 17.6 11 4.4 108 43.2 63 25.2

Those iwho ido inot iuse icredit ifor
ipoultry imake imore iprofit ithan
ithose iwho ido

18 7.2 42 16.8 32 12.8 128 51.2 30 12.0

People iwho ido inot iuse icredit ifor
itheir ipoultry ienterprise iare
imissing ia ilot

32 12.8 113 45.2 42 16.8 53 21.2 10 4.0

It iis ibetter iyou iuse iwhat iyou
ihave ifor ipoultry ithan ito itake
icredit

12 4.8 59 23.6 41 16.4 92 36.8 46 18.4

There iare ibetter ibusinesses ito
iuse icredit ifor iother ithan ipoultry

16 6.4 72 28.8 46 18.4 73 29.2 43 17.2

The iloss iis iinevitable iwhen
icredit iis iused ifor ipoultry
ienterprise

22 8.8 58 23.2 38 15.2 108 43.2 24 9.6

If inot ifor icredit imy ipoultry
ibusiness iwould ihave ia icollapse

21 8.4 111 44.4 32 12.8 70 28.0 16 6.4

Source: iField isurvey i(2018) i
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4.6 Categorisation iof irespondents iby ilevel iof iattitude itowards iuse iof icredit ifor
ipoultry enterprise

The iresult iin iTable i5.6 irevealed ithat i62.0% iof ithe irespondents ihad ifavourable iattitude
itowards icredit iutilisation ifor ipoultry ienterprise, iwhile i38.0% ishowed iunfavourable
iattitude. iThe iimplication iis ithat ipoultry ifarmers iin ithe istudy iarea ihave ifavourable iattitude
itowards ithe iuse iof icredit ifor ipoultry iproduction iin ithe istudy iarea. iFactors isuch ias iyears iof
iexperience, ilevel iof ieducation, iage iand iincome iwere isignificant ipredictors iof irespondents'
iattitude itowards ieffective iand iefficient icredit iutilization iamong ipoultry ifarmers i(Sham iand
iFard i2017; iPatel iet ial., i2014). iFurther icredence iwas iadded iby iNnena iand iAdaeze i(2006)
iwho iposited ithat ieducation isignificantly iinfluences ifarmers' iattitudes.
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Table i4.6: Categorisation iof irespondents iby ilevel iof iattitude ito iuse iof icredit ifor
ipoultry ienterprise

Level iof iattitude Frequency Per
icent

Mean Standard
ideviation

Min. Max.

Unfavourable i(36.00-63.70) 95 38.0 63.80 10.82 36.00 84.00
Favourable i(63.80-84.0) 155 62.0
Source: iField isurvey i(2018)
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4.7 Constraints to the utilization of credit for poultry enterprise
Constraints to credit utilization for poultry enterprise were presented on Table 5.7. On the
overall, poultry farmers were most constrained by the high interest rate of credit (x ̅=1.62).
This was a severe and mild constraint to 68.0% and 25.6% respondents respectively. This
was followed by the high risk associated with poultry enterprise (x ̅=1.58), which was a
severe and mild constraint to 66.0% and 26.0% respondents, respectively. Cumbersome
procedure (x̅=1.53) was a severe and mild constraint to 59.6% and 33.6% respondents,
while untimely disbursement of credit (x ̅=1.51) was severe and mild constraint to 60.0%
and 31.2% respondents respectively.

The iimplication iis ithat ihigh iinterest irate iof icredit, ihigh irisk iassociated iwith ipoultry
ienterprise, icumbersome iprocedure iand iuntimely idisbursement iof icredit iwere ithe imost
isevere iconstraints ito credit acquisition and utilization for poultry enterprise in the study
area. iThe ihigh iseverity iof ihigh iinterest irates ias ia iconstraint icould ibe idue ito ithe iexorbitant
irates icharged iby iformal iand iinformal iinstitutions. iBanks iand imoney ilenders isometimes
icharged iinterest irates ithat itake ithe iwhole iprofit; ithis iadded ito irisks iinvolved iand ithe
ipossibility iof ilosing iyour icollateral iin icase iof idefaulting imakes icredit iseeking iunattractive.
iA istudy iby iJohn iand iCharles i(2015) ihad iearlier ireported ithat ihigh iinterest irate, iinherent
irisks iassociated iwith iagriculture iand idelayed idisbursement iof icredit iwere isome iof ithe
ifactors imilitating iagainst icredit iutilization iamong ifarmers. iThe ieffect iof ihigh iinterest irate
ion iagricultural icredit iutilization iwas ifurther iconfirmed iby iOtunaiya iet ial., i(2014) iwho
iopined that a unit increase in interest rate on credit would decrease the volume of credit
acquired by farmers to boost productivity.
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Table i4.7: iDistribution iof irespondents iby iconstraints ifaced iin ithe iutilization iof icredit
ifor ipoultry ienterprise

Constraint iitems Severe
iconstraint

Mild
iconstraint

Not ia
iconstraint

F % F % F % Mean Rank
High iinterest irate iof icredit 170 68.0 64 25.6 16 6.4 1.62 1st

High irisk iassociated iwith ipoultry
ienterprise

165 66.0 65 26.0 20 8.0 1.58 2nd

Cumbersome iprocedure 149 59.6 84 33.6 17 6.8 1.53 3rd

Untimely idisbursement iof icredits 150 60.0 78 31.2 22 8.8 1.51 4th

Short irepayment iperiod 119 47.6 102 44.0 29 10.8 1.36 5th

Lack iof iinsurance 113 45.2 110 44.0 27 10.8 1.34 6th

Unattainable icollateral 107 42.8 116 46.4 27 10.8 1.32 7th

Insufficient iamount icollected 108 43.2 106 42.4 36 14.4 1.29 8th

Lack iof igroup icohesion ion
irequirement ifor iloan

72 28.8 113 45.2 65 26.0 1.03 9th

Size iof ithe ienterprise 36 14.4 141 56.4 73 29.2 0.85 10th

The itendency ito idivert iloan ito
iother ienterprises

38 15.2 134 53.6 78 31.2 0.84 11th

Source: iField isurvey i(2018) i
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4.8: iCategorisation iof irespondents iby ilevel iconstraints ito iuse iof icredit ifor ipoultry
ienterprise
Table i5.8 irevealed ithe imean ilevel iof iconstraints iwas i14.27. iAn iequal inumber iof
irespondents i(50.0% ieach) iexperienced ihigh iand ilow ilevels iof iconstraints ito ithe iutilization
iof icredit. iThis iimplied ithat ithe ilevel iof iconstraints iwas ievenly idistributed iamong ithe
irespondents.
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Table 4.8: Distribution of respondents by level of constraints encountered
Level iof iconstraints Frequency Per

icent
Mean Standard

ideviation
Min. Max.

Low i(0.00-14.26) 125 50.0 14.27 3.86 0.00 22.00
High i(14.27-22.00) 125 50.0
Source: iField isurvey i(2018)
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4.9 Respondents’ icredit iprofile
Report ion icredit iprofile iis ipresented iin iTable i5.9, iit irevealed ithat ion ithe iaverage,
irespondents iaccessed ithe ihighest iamount iof icredit ifrom icooperative isocieties
i(₦32,310,000). iIt iwas ifollowed iby icommercial ibanks i(₦12,960,000), ifriends i&family
i(₦4,347,500) iand imicrofinance ibank i(₦3,483,333). iThis iimplied ithat irespondents
iaccessed ithe ihighest icredit ifrom icooperative isocieties iand ialso isuggest ihigh ipatronage iof
icooperatives isociety. iCooperative isocieties iremain ithe imost idependable isources iof icredit
ito ifarmers, inoting ithat icooperative isocieties ialso ihelpmembers to market their produce as
well as bulk-purchase of farmiinputs i(Adebayo iand iAdeola, i2008).

In iterms iof icredit iutilization ifor ipoultry ienterprise, iTable i5.9 ialso irevealed ithat icredit
iaccessed ifrom imoney ilenders i(₦620,000.00), iNational iProgramme ifor iFood iSecurity
i(₦200,000.00) iand iPoultry iAssociation iof iNigeria i(₦50,000.00) iwere ifully i(100%) iutilized
ifor ipoultry iproduction iby ithe irespondents. iThe icredits iaccessed ifrom ithe iBank iof
iAgriculture i(₦695,000.00), iMicrofinance iBanks i(₦3,483, i333.33) iand iFamily iand ifriends
iwere i96.40%, i94.74% iand i91.37% iutilized irespectively. iHowever, icredits i i iaccessed ifrom
icooperative isocieties i(₦32,310,000.00) iwere i53.80% iutilized, iwhile icredit-sourced ifrom
iBank iof iIndustry iwas i43.33% iutilized iby irespondents.

This iimplied ithat ithere iwas ihigh iutilization iof icredit ifor ipoultry ienterprise iamong
irespondents ithat isourced icredit ifrom imoney ilenders, iNPFS iand iPAN, iwhile ithere iwas ia
irelatively ilow iutilization iof icredit isourced ifrom icooperative isociety iand ithe ibank iof
iIndustry. iThe ilevel iof iutilization iof icredit iaccess ifor ipoultry idepends ilargely ion ithe iproper
imonitoring iby ithe ifinancial iinstitutions iand isincerity iof ithe iloanee. iIn icorroboration, iOhen
iet ial., i(2018) iconfirmed ithat icooperative isocieties iwere inot ieffective iand iefficient iin icredit
imanagement idue ito to lack of qualified personnel, insincerity of members and
inconsistencies in credit management.iAccording ito iAbula iand iEdiri i(2013), ithe iability iof
iloanees ito irepay icredit iis ia imajor ifactor iconsidered iby ifinancial iinstitutions iin igiving iout
icredits. iJohn iand iCharles i(2015) ifound ithat imore ithan ihalf i(55.89%) iof ithe ifarmers
ichannelled iagriculture icredit ito imeet ihousehold ineeds.
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Table i4.9: iDistribution iof irespondents iby icredit iprofile iin ithe istudy iarea
Where idid iyou
iobtain ithe
icredit/loan ifrom

Amount iaccessed
i(₦)

Amount iused ifor
ipoultry i(₦)

Proportion
iused ifor
ipoultry

Rank

Cooperative
isocieties

32,310,000.00 17,383,333.33 53.80 8th

Group 575,000 575.00 0.10 11th

Commercial iBanks 12,960,000.00 10,410,000.00 80.32 7th

Bank iof iIndustry 3,000,000.00 1,300,000.00 43.33 10th

Family iand iFriends 4,347,500.00 3,972,500.00 91.37 6th

Money ilenders 620,000.00 620,000.00 100.00 1st

Microfinance iBanks 3,483,333.33 3,300,000.00 94.74 5th

Bank iof iAgriculture 695,000.00 670,000.00 96.40 4th

NPFS 200,000.00 200,000.00 100.00 1st

Poultry iAssociation
iof iNigeria

50,000.00 50,000.00 100.00 1st

Others 200,000.00 100,000.00 50.00 9th

Mean 216,513±507,580.38 185,656.40±446,027.16
Source: iField isurvey i(2018)
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4.10 Categorisation iof irespondents iby icredit iprofile iand icredit iutilization ifor
ipoultry enterprise

The iresult iof irespondents' icredit iprofile iis ipresented ion iTable i5.10. iIt irevealed ithe imean
icredit icollected iwas i₦876,085; i22.2% icollected iless ithan i₦500,000, i43.4% icollected
ibetween i₦500,000-₦999,999, i20.1% icollected ibetween i₦1,000,000-₦1499,999, iwhile
i14.3% icollected i₦1,500,000 iand iabove

The iimplication iis ithat ipoultry ifarmers iin ithe istudy iarea iaccessed ia imean iof i₦880,000 ias
icredit ifor ipoultry iproduction. iMajority iof ithe irespondents iaccessed iless ithan ia imillion
iNaira ifor itheir ipoultry ienterprise. iThis iis ievidence iin ithe imean iand ithe ifact ithat iabout itwo-
third iof ithe irespondents iaccessed iless ithan ia imillion iNaira ifrom ithe ifinancial iinstitutions;
iwhile iless ithan ia iquarter iof ithe irespondents iwere iable ito iaccess ione imillion iand iabove.
iAbula iand iEdiri i(2013) iobserved iin itheir istudy iarea ithat ithe imean icredit iaccessed iby
ifarmers iwas i₦147,766. iThey ithen iposited ithat ithe ivolume iof icredit ia ifarmer iis iable ito
isecure ito ia ivery ilarge iextent idetermines ihis/her iability ito iadopt inew iinnovation ithat icould
iincrease iproductivity iand iprofitability. i

The iresult ialso ishowed ithat ithe imean icredit iutilized iby irespondents ifor ipoultry ienterprise
iwas i₦784,603.2 iand imore ithan itwo iper icent iof ithe irespondents idiverted ithe ientire icredit
icollected ifor ipoultry ienterprise. iIt iwas ifurther iobserved ithat i26.5% iutilized iless ithan
i₦500,000 iand iabout i42% iutilized ibetween i₦500,000 iand i₦999,999 ifor ipoultry ienterprise,
iand ionly ia ilittle iabove ione-quarter iutilized ione imillion inaira iand iabove ifor ipoultry
iproduction. iSimilar iobservation iwas imade iby iJohn iand iCharles i(2015) iwho iearlier ireported
iin itheir iwork ithat ia isizeable inumber i(37.78%) iof ifarmers imisappropriate iagricultural
icredit, iciting ireasons isuch ias imeeting ihousehold inon-food ineeds iand ilow iyield/returns ifor
icredit imisappropriation. i

Categorization iof irespondents ibased ion icredit iutilised ifor ipoultry ienterprise irevealed ithat
i39.2% ibelong ito ithe ilow icredit iutilisation icategory, i28.0% iwere iin ithe imedium icategory,
iwhile i32.8% iwere iin ithe ihigh icredit iutilisation icategory. iThis iimplied ithat ia igreat inumber
iof ithe irespondents i(39.2%) idid inot imaximise ithe icredits iobtained ifor ipoultry ienterprise
iwhich icould ijeopardise ithe ipurpose ifor ithe icredit’s idisbursement i(Badiru, i2010).
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iNoteworthy iis ithe ifact ithat iunder-utilisation iof iavailable icredit icould istiffen ithe iinherent
iprofitability ipotential iin icommercial ipoultry ienterprise iwhich icould icause ia ihuge iloss ion
iinvestment i(Gibson iet ial., i2017).

The iquartile icategorisation iof icredit iutilised ifor ipoultry ienterprise was presented on Table
5.10, and the result revealed that 28.6% of the respondents iwere iin ithe ifirst iquartile. iThe
isecond iquartile iaccounted ifor i23.8%, ithe ithird iquartile iaccounted ifor i27%, iwhile ithe ifourth
iquartile iaccounted ifor iapproximately i20.6% icredit iutilisation. iThis iis ian iindication iof ihigh
ilevel iof icredit idiversion iamong irespondents ias imore ithan ihalf i(52.4%) iutilised ififty ipercent
ior iless iof ithe itotal icredit iacquired ifor itheir ipoultry ibusiness. iThe ifinding iis iconsistent iwith
ithe ifindings iof iRabo, iKushwaha iand iAbubakar i(2001) iwho ireported ithe idiversion iof i36.7%
ismall-scale ifarmers’ iinstitutional icredit iintended ifor ifarm iactivities iin iBauchi iState.
iSimilarly, iOboh iand iEkpebu i(2011) ialso irevealed ithat i43.9% iof ithe iloan ireceived iby iarable
icrop ifarmers iin iBenue iState, iNigeria imeant ifor ifarm iactivities iwas idiverted iand ispent ion
inon-farm iactivities; iand iAwoke i(2004) ibelieved ithat ipoor ifinancial imanagement iwhich iis
ievident iin icredit idiversion iis ia imajor ifactor iresponsible ifor isystemic idecline iin iprofitability
iexperienced iby ifarmers.
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Table i4.10: iDistribution iof irespondents iby icredit iprofile icategorisation iin ithe istudy
iarea
Variables Categories i(₦) Freq % Mean i(₦)
How imuch idid iyou icollect ˂ i500,000 42 22.2

500,000-999,999 82 43.4 876084.6±597501.5
1000,000-1,499,999 38 20.1
≥ i1,500,000 27 14.3

How imuch iof iit idid iyou
iuse ifor ipoultry ienterprise

Nothing iused ifor ipoultry 4 2.1

˂ i500,000 54 26.5
500,000-999,999 79 41.8 784603.2±499548.2
1,000,000-1,499,999 36 19.0
≥ i1,500,000 20 10.6

Level iof icredit iutilisation Low 74 39.2
Medium 53 28.0
High 62 32.8

Quartile iCategorisation
iof icredit iutilisation

Q1 54 28.6
Q2 45 23.8
Q3 51 27.0
Q4 39 20.6

Source: iField isurvey i(2018) i
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4.11 Estimated iprofitability iof icommercial ipoultry ienterprise
Table i5.11 ipresented ithe iestimated iprofitability iof ipoultry ienterprise. iThe itotal ifixed icost
iincurred iwas i₦4,685,979 iper iannum, iwhile ithe itotal irecurrent iexpenditure iwas i₦6,356,447
iper iannum. total cost which is the summation of total fixed costs and the itotal irecurrent
icosts istood iat i₦11,042,426, iwhile ithe itotal irevenue iwas i₦16,341,119 iper iannum.
iTherefore, ithe inet iprofit ifrom ipoultry iproduction iin ithe istudy iarea iwas i₦5,298,693 iper
iannum.

The iimplication iis ithat, iwith ithe itotal icost iof i₦11,042,426 iand inet iprofit ireturn iof
i₦5,298,693, icommercial ipoultry ienterprise icould ibe isaid ito ibe ivery iprofitable in the study
area. In addition, 48% irate iof return on investment iimplied ithat ifor ievery i₦100 iinvested
iinto ithe ienterprise, i₦48 iis irealized ias inet igain; iand ibenefit-cost iratio iof i1.48 iindicated ithat
ipoultry ifarmers iwould igain i₦1.48 ion ievery ione inaira iinvested iin ipoultry ienterprise. iThis
isuggests ithat icommercial ipoultry ienterprise iis iprofitable iin ithe istudy iarea iand icould ibe
iseen ias ia iviable ialternative ibusiness iventure ibecause iof iits ihigh iprofitability i(Zuberu iet ial.,
i2018). iThe iresult ifurther ishowed ithat ia iBCR iof i≥1 iis iobtainable iin ipoultry ibusiness iand
ithis iis iin itandem iwith ithe iresearch iof iOdimegwe iet ial., i(2015) iwho iobtained iBCR iof
i₦1.43, iand iOladunni iand iFatuase i(2014) iwho iobtained icost ibenefit iratio iof i₦1.06 iin itheir
istudy iareas i
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Table i4.11: iEstimated iprofitability iof icommercial ipoultry ienterprise
Items i Total i(Naira)
Total ifixed icost iper iyear 4, i685, i979
Total irecurrent iexpenses i 6, i356, i447
Total icost i(TC) 11, i042, i426
Sales
Total irevenue i 16, i341, i119
Net iincome i(TR-TC) i 5, i298, i693
The irate iof ireturn ion iinvestment 48 i%
Benefit-Cost iRatio 1.48
Source: iField isurvey i(2018)
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4.12 Categorisation iof irespondents iby iprofitability ilevel iof icommercial ipoultry
iproduction

Table i5.12 irevealed ithat i66.8% iof irespondents ihad ilow ilevel iof iprofit, iwhile i33.2% ihad
ihigh ilevel iof iprofit. iThis iimplies ithat imajority iof ithe irespondents imade ia irelatively ilow
iprofit ifrom ipoultry ienterprise. iThe idecline iin iprofitability icould ibe ias ia iresult iof ivery ihigh
icost iof iproduction i(feed iand idrug) iand ihigh ienergy iprices. iAccording ito iAmos i(2006), ihe
iidentified ithe icost iof ifeed ias ithe imain ifactor iaffecting ibroiler iproduction iin iOndo iState iin
iNigeria. iOther iproblems iidentified iincluded ihigh imortality irate, iadulteration iof ifishmeal,
ilow iand ifluctuating i
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Table i4.12: iDistribution iof irespondents iby ithe iprofitability iof icommercial ipoultry
iproduction
Level iof iprofit Frequency Per icent Mean Min. Max.
Low i 167 66.8 12550289 -9043767 86427167
High i 83 33.2
Source: iField isurvey i(2018)
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4.13 Categorisation irespondents’ ienterprise iprofitability iby iStates

Table i5.13 ipresent ithe iresult ion ilevel iof ienterprise iprofitability iby iState iof irespondents. iThe
iresult ishowed ithat iprofitability iwas ihighest iin iOyo iState i(51.2%) ifollowed iby iOgun iState
i(40.4%), iwhile iOndo ihad ithe ileast i(2.8%). iThe ifindings irevealed ithat icommercial ipoultry
ienterprise iis imore iprofitable iin iOyo iState iand ileast iprofitable iin iOndo iState. iLagos, iOgun
iand iOyo iStates iremain ithe ibusiness ihubs iof ithe iSouthwest iwith ivery ilarge ipopulation iand
ithe idemand ifor ianimal iprotein iby ithis iteaming ipopulation icould ibe ithe ireason ibehind
iobserved ihigh ilevel iof iprofitability iin ithe itwo iState. i i iThe icomparison iof iprofit iefficiencies
iof iprevious iresearch iworks ishowed isimilar iresult iwere iOyo iand iOgun iStates iattained
ihigher iprofit iefficiencies ithan iOndo iState (Akintunde et al., 2015; Odimegwe et al., 2015;
Oladunni and Fatuase, 2014).
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Table i4.13: iDistribution iof ienterprise iprofitability iby iState iof irespondents
Ondo Ogun Oyo Total

Profitability Freq. i % Freq. % Freq. % Freq. %
Low 69 97.2 59 59.6 39 48.8 167 66.8
High 2 2.8 40 40.4 41 51.2 83 33.2
Total 71 100 99 100 80 100 250 100
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4.14 Hypotheses itesting

4.14.1 Chi-square iand icorrelation ianalysis iof iselected isocio-economic icharacteristic
iof icommercial ipoultry ienterprise

This ihypothesis itested ifor isignificant irelationship ibetween iselected isocio-economic
icharacteristics iand iprofitability iof icommercial ipoultry ienterprise. iResults ion iTable i5.14
iand i5.15 irevealed ithat isex i(χ2 i=15.96, ip i=0.000), imarital istatus i(χ2=11.76, ip=0.019)
imembership iof isocial iassociation i(χ2 i=11.91, ip i=0.000) iand imonthly iincome i(r=0.14,
ip=0.026) iwere isignificantly irelated ito iprofitability iof icommercial ipoultry ienterprise, iwhile
iprimary ioccupation i(χ2 i=9.22, ip=0.261), isecondary ioccupation i(χ2 i=6.45, ip i=0.679), iage
i(r= i-0.06, ip= i0.370), iyears iof iformal ieducation i(r= i0.10, ip= i0.118) iand ihousehold isize i i(r i=
i-0.03, ip= i0.625) ihad ino isignificant irelationship iwith ithe iprofitability iof icommercial ipoultry
ienterprise. i

The iimplication iof ithe ifinding iis ithat iprimary ioccupation, isecondary ioccupation, iage, iyears
iof iformal ieducation iand ihousehold isize iof irespondents iwere inot icorrelated ito iprofitability
iof icommercial ipoultry ienterprise. iThe ipositive icorrelation iof iincome ito iprofitability iis
iexpected ias iincrease iin iprofit iincreases iincome. iThis icorroborates iEsiobu iet ial., i(2014) iand
iOnuk iet ial., i(2017) iwho ireported isignificant irelationships ibetween imonthly iincome iand
iprofitability iof icommercial ipoultry ienterprise. iAlso, ithe isignificant irelationship iof isex,
imarital istatus iand imembership iof iassociation iof irespondents iimplied ithat ithey iwere
iassociated iwith ithe iprofitability iof icommercial ipoultry ienterprise. iThe isex iand imarital
istatus iof irespondents iinfluence ithe ilevel iof iproduction, ithereby iinfluence iits iprofitability.
iThe istatistically isignificant irelationship iof imembership iof iassociation iindicated ithat
iprofitability iincreased iwith imembership iof iassociation. iThis icould ibe idue ito ithe ifact ithat
ithe iinformation ithat ienhances iprofitability isuch ias iproduction iand imarketing iare
idisseminated iduring ithe imeetings. iMoreover, ifarmers iachieved ieconomies iof iscale ithrough
icollective iaction iand idevelop ia igood isocial iand ieconomic inetwork i(Njuguna, iKabuage iand
iBet, i2017). iThe ifindings iconfirm ithose iof iYang iand iLiu i(2012) iwhere igroup imembership
iamong ifarmers iin iChina ihad ia ipositive iand isignificant ieffect ion ireturns.
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Table i4.14 Chi-square ianalysis iof iselected isocio-economic icharacteristics iand
iprofitability iof icommercial ipoultry ienterprise

Variable x2-value Df p-value Decision i

Sex 15.962 1 0.000 Significant i
Marital istatus 11.763 4 0.019 Significant i
Primary ioccupation 9.224 7 0.261 Not isignificant
Secondary ioccupation i 6.453 6 0.679 Not isignificant i i
Membership iof isocial
iassociation

14.428 1 0.000 Significant

*Significant iat ip≤0.05
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Table i4.15 Correlation ianalysis iof iselected isocio-economic icharacteristics iand
profitability iof icommercial ipoultry ienterprise

Variable N r-value p-value Decision i

Age 250 0.06 0.370 Non-significant i i

Years iof iformal ieducation 250 0.10 0.118 Not-significant i
Household isize 250 -0.03 0.625 Not-significant
Monthly iincome i 250 0.14 0.026 Significant
*Significant iat ip≤0.05 i
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4.14.2 Correlation ianalysis iof iselected ienterprise icharacteristics iand iprofitability iof
commercial ienterprise

These ihypotheses itested ifor ia isignificant irelationship ibetween iselected ienterprise
icharacteristics iand iprofitability iof icommercial ipoultry ienterprise. iTable i5.16 irevealed ithat
isize iof ienterprise i(r i= i0.15, ip= i0.021), iyears iof ifarming iexperience i(r= i0.29, ip= i0.010),
iaccess ito icredit ifacilities i(r= i0.14, ip= i0.030), inumber iof iemployees i(r i= i0.31, ip= i0.000) iand
itype iof ienterprise i(r= i0.24, ip= i0.000) ihad isignificant irelationship iwith iprofitability iof
icommercial ipoultry ienterprise. iThe iresult iindicated ithat ithe isize iof ienterprise, itype iof
ienterprise, iyears iof iexperience iand iaccess ito icredit ifacilities icorrelated ito ithe iprofitability
iof icommercial ipoultry ienterprise. iHence iwith iincrease iin inumber iof ibirds ireared, iyears iof
iexperience iand iaccess ito icredit ifacilities ithere iis iincrease iprofitability. i
The istudy icorroborates iBukunmi iand iYusuf i(2015) iwho iobserved ithat iyears iof iexperience,
inumber iof ibirds ireared iand iaccess ito icredit isignificantly iaffect iproductivity iand
iprofitability. i iYusuf iet ial., i(2016) iand iOlasunkanmi i(2008) ialso iconfirmed iin itheir istudies
ithat iflock isize i(size iof ienterprise) iaffects ithe iprofitability iof icommercial ipoultry ifarmers iin
itheir istudy iareas. iApart ifrom ithe irevenue igenerated ifrom ithe isale iof ibroilers iand ieggs, iold
ilayer iand ipoultry iwastes ialso iserve ias isources iincome i(Odimegwe, iet ial., i2015). iThe iabove
iproposition icould iaccount ifor ithe isignificant icorrelation iobserved ibetween itype iof
ienterprise iand iprofitability iof icommercial ipoultry ienterprise. iThe isignificant icorrelation iof
iaccess ito icredit isuggests that farmers who had access to credit were able to increase their
scale of enterprise and purchase inputs in wholesale hence make higher profit. This result
is consistent with those of Ayieko et al., (2014) which revealed that access to credit led to
higher profits among the poultry farmers in Makueni County, Kenya.
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Table i4.16 Correlation ianalysis iof iselected ienterprise icharacteristics iand
iprofitability iof commercial ipoultry ienterprise
Variable N r-value p-value Decision
Years of experience 250 0.29 0.010 Significant
Size of enterprise 250 0.15 0.021 Significant
Number of employees 250 0.31 0.000 Significant
Access to credit facilities 250 0.14 0.030 Significant
Type of enterprise 250 0.24 0.000 Significant
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4.14.3 Correlation ianalysis ibetween iconstraints ito ithe iutilization iof icredit iand
iprofitability iof commercial ipoultry ienterprise
The icorrelation ianalysis ion iTable i5.17 ishowed there is no significant relationship between
constraints to creditiutilization i(r= i-0.099, ip= i0.119) iand iprofitability iof icommercial
ipoultry ienterprise. iThis iimplies ithat iconstraints ito ithe iutilization iof icredit idid inot
isignificantly idetermine ithe iprofitability iof ipoultry ienterprise. iHowever, ithe inegative
icorrelation iobserved iin ithe iresult iimplied ithat ithe imore isevere ithe iconstraint ito icredit iuse,
ithe ilower ithe iprofitability iof ithe ipoultry ienterprise. iHence ilower iutilization iof icredit iwill
ireduce iprofitability. iGenerally, ian iincrease iin icredit ito iagriculture iwill ilead ito iincrease ifood
iproduction iand ifarmers’ iincome, iNwaru iand iOnuoha i(2010) iobserved ithat iwhen
iagricultural icredit iis iproperly iextended iand iutilized, iit ioften iincreases iresource
iproductivity, iagricultural iproduction, ivalue iaddition iand inet iincomes iof ifarmers. i
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Table i4.17: iCorrelation ianalysis ibetween ithe iconstraints ito ithe iutilization iof icredit
iand ithe iprofitability iof icommercial ipoultry ienterprise

Variable icorrelation N r-value p-value Decision
Constraints ito ithe iutilization iof
icredit iand iprofitability

250 -0.099 0.119 Not isignificant

Significant iat ip≤0.05
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4.14.4 Correlation ianalysis ibetween icredit iutilization iand iprofitability iof icommercial
poultry ienterprise

The icorrelation ianalysis ipresented iin iTable i5.18 irevealed ithere iis ia significant relationship
ibetween icredit iutilization i(r= i0.085, ip= i0.021) iand iprofitability iof icommercial ipoultry
ienterprise. iThe iimplication iis ithat iefficient iutilization iof icredit isignificantly iinfluenced
iprofitability iof icommercial ipoultry iin ithe istudy iarea. iThis iresult ialigned iwith ithat iof iSanusi
iand iOlagunju i(2013) iwho ireported ia isignificantly ihigher itechnical iefficiency ifor icredit
iusing ipoultry ifarmers, iand iNimoh iet ial., i(2011) iwho iposited ithat iincreased icredit
iutilization iby icommercial ipoultry ienterprise iwould iresult iin ibetter iperformance iof ithe
ienterprise. iAlthough iprofitability iis ia ifunction iof ieffective icredit iutilisation, iAkintunde iet
ial., i2015 iand iOlatunji iet ial., i2011 iposited ithat iprofitability icould ibe ienhanced iby iefficient
imanagement iof iother ifactors isuch ias ihealth, inutrition, ipersonnel iand isales iin ithe ienterprise.
iGiving icredence ito ithis, iHeise iet ial., i(2015) iposited ithat ithe iprofitability iof iany icommercial
ipoultry ienterprise iis ia ifunction iof ithe itechnical iand iallocative iefficiencies iof ithe ipoultry
ifarmer. i
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Table i4.18: i Correlation ianalysis ibetween icredit iutilization iand ithe iprofitability iof
icommercial ipoultry ienterprise

Variable icorrelation N r-value p-value Decision
Utilization iof icredit iand iprofitability i i 250 0.085 0.021 iSignificant

Significant iat ip≤0.05
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4.14.5 Test iprofitability iof icommercial ipoultry ienterprise iacross ilevel iof iutilization iof
icredit ifor icommercial ipoultry ienterprise
The iresult ion iTable i5.19 irevealed ithere iis isignificant idifference iin ithe iprofitability iacross
ithe ilevel iof iutilization iof icredit ifor ipoultry ienterprise i(F= i2.758, ip= i0.047) iwhich iagreed
iwith ithe ia-priori iexpectation iand ithe iwork iof iNimoh iet ial., i(2011) iwho iposited ithat
iincreased icredit iutilization iby icommercial ipoultry ienterprise iwould iresult iin ibetter
iperformance iof ithe ienterprise. iFurther ianalysis iusing iLSD iPost iHoc itest ito icompare ieach
ilevel iof iusage iwith iprofitability ishowed ia isignificant idifference iexist ibetween irespondents
iwith iHigh icredit iutilisation iand ithose iwith ilow icredit iusage i(p= i0.022). iThe ianalysis ifurther
ishowed ithat ipoultry ienterprise iwith ihigh icredit iutilization iwere i0.194 itimes imore iprofitable
icompared ito ienterprise iwith ilow icredit iutilisation. iThe ireason ifor ithe iobserved idifference
icould ibe ias ia iresult iof iefficient imanagement iof iavailable iresources icommitted ito ithe
ienterprise iby ithe iset iof irespondents. iGiving icredence ito ithis iproposition, iSanusi iand
iOlagunju i(2013) iposited ithat iprofitability iis iassociated iwith isignificant ihigher itechnical
iefficiency iin imanagement iareas isuch ias idisease icontrol, inutrition, imarketing iand ifinance.
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Table i4.19 Difference iin iprofitability iof icommercial ipoultry ienterprise iacross ithe
ilevels iof icredit iutilisation

Variables Sum iof
isquares

Df Mean
isquare

F-value p-value Decision

Between igroups 1.309 2 0.654 2.758 0.047 Significant
Within igroups 44.130 186 0.237
Total 45.439 188
Significant iat ip≤0.05
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Table i4.20 iPost ihoc-multiple icomparisons

Categories of credit
utilization

Mean diff STD Error p-value
95% Confidence
interval
Lower
band

Upper
band

Low Medium 0.12264 0.08765 0.163 -0.0503 0.2956
High -0.19355 0.08386 0.022 0.0281 -0.3590

Medium Low -0.12264 0.08765 0.163 -0.2956 0.0503
High 0.07091 0.09112 0.437 -0.1089 0.2507

High Low 0.19355* 0.08912 0.022 0.3590 -0.0281
Medium -0.07091 0.09112 0.437 -0.2507 0.1089

Categories iof icredit
iutilization

Mean idiff STD iError p-value
95% iConfidence
iinterval
Lower
iband

Upper
iband

Low Medium 0.12264 0.08765 0.163 -0.0503 0.2956
High -0.19355 0.08386 0.022 0.0281 -0.3590

Medium Low -0.12264 0.08765 0.163 -0.2956 0.0503
High 0.07091 0.09112 0.437 -0.1089 0.2507

High Low 0.19355* 0.08912 0.022 0.3590 -0.0281
Medium -0.07091 0.09112 0.437 -0.2507 0.1089
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4.14.6 Determination iof iprofitability iacross ithe ithree itypes iof icommercial ipoultry
ienterprise
The iresult iof ia iOne-way iANOVA iconducted ito idetermine ithe iprofitability iacross ithe ithree
itypes iof icommercial ipoultry ienterprises iwas ipresented ion iTable i5.21. iThe iresult irevealed
ithere iwas ia isignificant idifference iin iprofitability i(F=7.794, ip= i0.001) ibetween ithe itypes iof
icommercial ipoultry ienterprise. iTo idetermine ithe imost iprofitable ienterprise iin ipoultry
ibusiness, ia ipost ihoc imultiple icomparison iwas icarried iout iusing iLSD itest. iThe ianalysis
ishowed ithere iwas ia isignificant idifference iin iprofitability ibetween imeat iand iegg ienterprise
iand iegg ialone ienterprise i(p= i0.000). iThe imeat iand iegg ienterprise iwas iseen ito ibe i0.263
itimes imore iprofitable ithan ithe iegg ialone ienterprise. iThere iwas ialso ia isignificant idifference
iin iprofitability ibetween ithe imeat ienterprise iand ithe iegg ienterprise i(p= i0.007), iand ithe imeat
ienterprise iwas iobserved ito ibe i0.256 itimes imore iprofitable ithan iegg ienterprise. iThe ishort
iproduction icycle iof ibroiler imakes imultiple iproduction iper iyear ipossible iand ithe isale iof
ispent ilayers i(old ilayers) ito igenerate iadditional iincome icould ibe ithe ireason ithe icombination
iof imeat iand iegg ias ian ienterprise iwas iobserved ito ibe imore iprofitable i(Anang iet ial., i2013;
iOdigwe iet ial., i2015). iThe ifindings ihowever icontradicted ithe iwork iof iBamiro i(2008) iwho
iposited ithat ipoultry iegg ienterprise ihad ithe ihighest igross imargin iwhile imeat ienterprise ihad
ithe ileast.
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Table i4.21: iDifference iin iprofitability iamong ithe itypes iof icommercial ipoultry
ienterprise
Variables Sum iof

isquares
Df Mean

isquare
F-value p-value Decision

Between
igroups

3.291 2 1.646 7.794 0.001 Significant

Within igroups 52.153 247 0.211
Total 55.444 249
Significant iat ip≤ i0.05
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Table i4.22 iPost ihoc-multiple icomparisons
Type iof ipoultry
ienterprise

Mean
idiff

STD iError p-value 95% iConfidence
iinterval
Lower
iband

Upper
iband

Egg Meat -0.25628 0.09383 0.007 -0.4411 -0.0715
Meat iand iEgg -0.26290 0.06845 0.000 -0.3977 -0.1281

Meat Egg 0.25628* 0.09383 0.007 0.0715 0.4411
Meat iand iEgg -0.00662 0.08362 0.937 -0.1713 0.1581

Meat iand iEgg Egg 0.26290* 0.06845 000 0.1281 0.3977
Meat i 0.00662 0.08362 0.937 -0.1581 .1713

Significant iat ip≤ i0.05
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4.14.7 Determination iof iprofitability iof icommercial ipoultry ienterprise iacross ithe
ithree iStates

A iOne-way iANOVA iconducted ito itest ithe idifference iin iprofitability iof icommercial ipoultry
ienterprise iacross ithe ithree iStates ishowed ithere iwas ia isignificant idifference iin iprofitability
iof icommercial ipoultry ienterprise iacross ithe ithree iStates i(F= i26.105, ip= i0.000). iPost ihoc
icomparison iusing iLSD itest iindicated ia isignificant idifference iin iprofitability iexisted
ibetween iOyo iState iand iOndo iState i(p= i0.000). iIt iwas ifurther irevealed ithat ipoultry
ienterprise iwas i0.484 itimes imore iprofitable iin iOyo iState ithan iOndo iState. iIn iaddition, ithere
iwas ia isignificant idifference iin iprofitability ibetween iOgun iState iand iOndo iState i(p= i0.000),
iand ithe ipost ihoc icomparison ishowed ithat icommercial ipoultry ienterprise iwas i0.376 itimes
imore iprofitable iin iOgun iState ithan iOndo iState. iThe ifinding iis iin iconsonant iwith ithe iwork
iof iOdimegwe iet ial., i(2015) iwho ireported ia ihigher iBCR iof i₦1.43 iin iOgun iState iagainst
i₦1.06 ireported iby iOladunni iand iFatuase, i(2014) iin iOndo iState.
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Table i4.23 One-way iANOVA itest iof idifference iin iprofitability iof icommercial
ipoultry enterprise ithe ithree iStates
Variables i Sum iof

isquares
Df Mean

isquare
F-value p-value Decision

Between igroups 9.674 2 4.837 26.105 0.000 Significant
Within igroups 45.770 247 0.185

Total 55.444 249
Significant iat ip≤ i0.05
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Table i4.24 iPost ihoc-multiple icomparisons
Type iof ipoultry
ienterprise

Mean iDiff STD iError p-value 95% iConfidence
iinterval
Lower
iband

Upper
iband

Ondo Ogun -0.37587* 0.06694 0.000 -0.5077 -0.2440
Oyo -0.48433* 0.07019 0.000 -0.6226 -0.3461

Ogun Ondo 0.37587* 0.06694 0.000 0.2440 0.5077
Oyo -0.10846 0.06471 0.095 -0.2359 0.0190

Oyo Ondo 0.48433* 0.07019 0.000 0.3461 0.6226
Ogun 0.10846 0.06471 0.095 -0.0190 0.2359

Significant iat ip≤ i0.05
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4.14.8 Determinant iof iprofitability iof icommercial ipoultry ienterprise iin iSouth-
western iNigeria
Table i5.25 irevealed ithe iaggregated iR2 iwas i0.49. iThis iindicated ithat ithe iregression imodel
iexplained i49% iof ithe iprofitability iof icommercial ipoultry ienterprise iin ithe iSouth-western
iNigeria. iThe iresult ifurther irevealed ithat imale igender i(β= i0.13), itotal iyears iof iformal
ieducation i(β= i0.13), ibelonging ito isocial iassociation i(β= i0.16), iyears iof iexperience iin
ipoultry ienterprise i(β= i-0.17), isource iof istartup icapital i(β= i-0.19) iand ithe ivalue iof icredit
iused ifor ipoultry ienterprise i(β= i0.18) iwere isignificant ideterminants iof iprofitability iof
icommercial ipoultry ienterprise iin ithe iSouthwest iof iNigeria. iThe iimplication iof ithe iresult iis
ithat ia iunit iincrease iin ithe inumber iof imale igender iinvolved iin icommercial ipoultry ienterprise
iin ithe iSouthwest, ithe imore iprofitable ithe ienterprise. iThis icould ibe ilinked ito ithe istress iand
iphysical iexertion iinvolved iin ipoultry iproduction ithat irequires ithe imale istrength ito
iaccomplish. iAlso, ia iunit iincrease iin ithe iyears iof iformal ieducation iwould iresult ito i0.13
iincrease iin iprofitability iof icommercial ipoultry ienterprise, ibelonging ito ian iassociation
iwould iincrease iprofitability iby i0.16 increase in years of experience would result to 0.17
increase in profitability of icommercial ipoultry ienterprise iand ia iunit iincrease iin ithe ivalue iof
icredit iused ifor ipoultry ienterprise iwould ilead ito i0.18 irise iin iprofitability. iEducation ihas
ibeen iseen ias ia ipositive itool ito iproductivity ias iit isharpens ithe iminds iand imake iadditional
iknowledge iacquisition ifor iefficient iand iprofitable ipossible; iwhile iassociation iwould ienable
ithe ipoultry ifarmers ito iachieve ia ibetter ieconomy iof iscale ithrough isocial iand ieconomic
inetwork i(Njuguna, iKabuage iand iBet, i2017; iKawsar iet ial,2013). iHowever, isources iof
istartup icapital iwere iobserved ito inegatively idetermined iprofitability iof ipoultry ienterprise iin
ithe iSouthwest iof iNigeria.
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Table i4.25: iDeterminants iof iaggregated iprofitability iof icommercial ipoultry
ienterprise iin iSouthwestern iNigeria
Model Beta t p
Age -0.07 -0.94 0.35
Sex (male) 0.13* 2.03 0.04
Marital status 0.01 0.21 0.83
Total years of formal education 0.13* 2.01 0.04
Belonging to social association 0.16* 2.71 0.01
Monthly income 0.02 0.40 0.69
Years of experience in poultry enterprise 0.17* 2.10 0.03
Size of enterprise 0.10 1.60 0.11
Target of poultry production 0.11 1.765 0.08
Source of startup capital -0.19* -3.12 0.00
Source of land for poultry enterprise 0.05 0.87 0.39
Access to credit facilities -0.11 -0.18 0.07
Attitude to use of credits for poultry enterprise 0.12 1.81 0.07
Constraints to credit utilization for poultry enterprise -0.01 -0.16 0.88
Value of credit used for poultry enterprise 0.18* 2.93 0.00
R2

R

0.49

0.70
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4.14.9 Disaggregated ideterminants iof iprofitability iof icommercial ipoultry ienterprise
iin iSouthwestern iNigeria
The idisaggregated iof ithe ideterminants ias ipresented ion iTable i5.26 iindicated ithat ithe iR2 ifor
iOndo, iOgun iand iOyo iStates iwere i0.72, i0.57 iand i0.43 irespectively; iwhich irevealed ithat
i72% iof ithe iprofitability iin iOndo iState iwas iexplained iby ithis imodel, i57% iof ithe
iprofitability iin iOgun iwas iexplained iby ithe imodel iand i43% iof ithe iprofitability iin iOyo iState
iwas iexplained iby ithe imodel. iThe imodel ifurther irevealed ithat ithe isize iof ithe ienterprise i(β=
i0.55) iwas ithe isignificant ideterminant iof iprofitability iof ipoultry ienterprise iin iOndo iand
iOgun iStates. iThe iimplication iis ithat ia iunit iincrease iin ithe isize iof ipoultry ienterprise iin iOndo
iand iOgun iStates iwould ilead ito i0.55 irise iin iprofitability. iThe imodel ifurther irevealed ithat
imale igender i(β= i0.31), isource iof iland ifor ipoultry ienterprise i(β= i0.26) iand iaccess ito icredits
i(β= i0.33) were the significant determinants of commercial poultry profitability in Oyo
State.iThe iimplication iis ithat iincrease iin imale igender iparticipation iin icommercial ipoultry
ienterprise iand icheap isource iof iland ifor ipoultry ienterprise iwould ipositively iincrease
iprofitability iof icommercial ipoultry. iAlso, i a unit increase in access to credit ifacilities
iwould iresult ito i0.33 irise iin iprofitability iof icommercial ipoultry iin iOyo iState. iTimely iaccess
ito isufficient ifund iis ivery ivital iin iprompt iprocurement iof inecessary iinputs isuch ias idrugs iand
ifeeds i(Ayieko iet ial., i2014).
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Table i4.26: iDisaggregated ideterminants iof iprofitability iof icommercial ipoultry
ienterprise iin iSouthwestern iNigeria

Ondo Ogun Oyo
Model Beta T p Beta t p Beta t P
Age -0.07 -0.67 0.51 0.00 0.01 0.99 -0.24 -1.42 0.16
Sex i(male) -0.13 -1.69 0.09 0.07 0.81 0.42 0.31* 2.31 0.02
Marital istatus -0.08 -0.91 0.37 0.01 0.08 0.94 0.11 0.78 0.44
Total iyears iof iformal
ieducation

0.02 0.19 0.85 -0.06 -0.64 0.53 0.11 0.73 0.47

Belonging ito isocial
iassociation i

0.01 0.07 0.94 0.07 0.78 0.44 -0.11 -0.88 0.39

Monthly iincome -0.08 -1.01 0.32 -0.07 -0.90 0.37 0.24 1.90 0.06
Years iof iexperience iin ipoultry
ienterprise i

-0.07 -0.79 0.43 -0.03 -0.27 0.79 0.06 0.27 0.79

Size iof ienterprise 0.55* 6.94 0.00 0.55* 4.34 0.00 -0.07 -0.47 0.64
Target iof ipoultry iproduction -0;16 -1.96 0.06 0.14 1.57 0.12 -0.24 -1.69 0.10
Source iof istartup icapital -0.14 -1.69 0.09 -0.18 -1.88 0.06 0.14 1.04 0.30
Source iof iland ifor ipoultry
ienterprise

0.07 0.81 0.42 -0.10 -1.30 0.20 0.26* 2.09 0.04

Access ito icredit ifacilities -0.15 -0.76 0.09 -0.01 -0.07 0.94 0.33* 2.12 0.04
Attitude ito iuse iof icredits 0.06 0.79 0.44 0.02 0.18 0.86 0.04 0.23 0.82
Constraints ito icredit
iutilization

-0.02 -0.19 0.86 -0.04 -0.40 0.69 0.01 0.06 0.95

Value iof icredit iused ifor
ipoultry ienterprise

0.52* 6.748 0.00 -0.16 -1.72 0.09 0.22 1.90 0.06

R2
R

i i i i i i0.72
i i i i i i0.85

i i i i0.57
i i i i0.75

i i i i i0.43
i i i i i0.56
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CHAPTER FIVE

SUMMARY, CONCLUSION AND RECOMMENDATION

This chapter presents a summary of the study, with conclusions and recommendations
made based on the findings of the study. It also highlights contributions to knowledge and
areas for further studies.

5.1 Summary
Commercial poultry production requires huge and reliable financial capital, which
frequently serves as constraints to commercial poultry enterprise. Hence, the availability
of credit is essential to the profitability of commercial poultry enterprise. Although some
financial institutions consider poultry enterprise a high-risk investment due to a number of
factors that militate against the profitability of poultry enterprise. iHowever, iit iis iobvious
ithat ipoultry iproduction iis ivery iprofitable iwhen icapital iis iavailable ihence, ithe ineed ito
iascertain ithe ieffect iof icredit iutilisation ion ithe iprofitability iof icommercial ipoultry
iproduction. iGiven iup-coming iprogrammes ion icredit ito ithe iagriculture isector isuch ias ithe
iCBN’s iAnchor iborrower’s ischeme iprogramme ias iwell ias ithe idearth iof iliterature ion ithe
ieffect iof icredit ion ithe iprofitability iof icommercial ipoultry ienterprise, iit iis iimperative ito
iassess ithe ieffect iof icredit iutilization ion ithe iprofitability iof icommercial ipoultry.

The istudy iwas icarried iout iamong icommercial ipoultry ifarmers iin iSouth-western iNigeria.
iMultistage isampling iprocedure iwas iused ito iselect ithe irespondents ifor ithe istudy. iOyo, iOgun
iand iOndo istate iwere irandomly iselected iin iSouthwest iNigeria. iPurposively, ithree iLGAs
iwith ipredominantly iknown ifor icommercial ipoultry iproduction iwere iselected, iOyo ieast,
iLagelu iand iAfijo iin iOyo istate; iOdeda, iAdo iOdo/Otta iand iIfo iin iOgun istate; iand iOndo
iWest, iOwo iand iAkoko iNorthwest iLGAs iin iOndo istate. iCluster isampling itechnique iwas ito
iselect i2 icommunities iwhere ipoultry ifarming iwas iprevalent iin ieach iof ithe iselected iLocal
iGovernment iAreas. iFrom ithe ilist iof iregistered ipoultry ifarmers, i10% iof ithe iregistered
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ipoultry ifarms iwere iselected ito imake ia itotal iof i250 irespondents. iQuantitative idata ion
isocioeconomic icharacteristics; ienterprise icharacteristics; iaccess ito icredit isources; iattitude
iof irespondents itowards ion icredit; iconstraints ito iutilization iof icredit ifor ipoultry ienterprise;
icredit iutilization iand ithe iprofitability iof icommercial ipoultry ienterprise iwere icollected iand
ianalysed iusing ipercentages, ifrequency iand imean, iwhile ihypotheses iwere itested iusing ichi-
square, iPPMC iand iANOVA.

The iresult irevealed ithat imajority i(74.8%) iwere imale iand imarried i88.8%. iThe imean iage iand
iyears iof iformal ieducation iwere i43 iand i17 irespectively. iA ilarger iper icent i(68.8%) iof ithe
irespondents idid inot ibelong ito iany isocial iassociation, i52.8% iand i42.8% iwere iinvolved iin
ipoultry iproduction ias itheir iprimary iand isecondary ioccupation irespectively, iwith ia imean
imonthly iincome iof i₦148, i181. iIn iterms iof ipoultry ienterprise, ion ithe iaverage, irespondents
ihad ibeen iinvolved iin ipoultry iproduction ifor i10 iyears, ithe inumber iof ibirds ireared iwas i6,
i800. iMajority i(85.2%) iof ithe irespondents iwere isole iproprietors, i54.4% icombined iboth iegg
iand imeat iproduction, iwhile i63.6% iused ibattery icage isystem. iAlmost ihalf i(48.8%) isourced
itheir istart-up icapital ifrom ipersonal isavings, i42.0%get iland ifor ipoultry iproduction iby
iinheritance, i45.2% idepend imainly ion iself-labour, iwhile i43.2% ihad iextension iagents ivisited
ithem ifortnightly. i

Also, ithe istudy irevealed ithat icredit iwas imost iaccessed ifrom icooperative isocieties i(x̅=1.19)
iand ifamily iand ifriends i(x̅=1.07). iAccess ito icredit ifacilities iwas ilow i(76.8%), iwhile i62.0%
iof ithe irespondents ihad ia ifavourable iattitude itowards ithe iuse iof icredit ifor ipoultry ienterprise.
iThe iconstraints ito icredit iuse ifor ipoultry ienterprise iwere ithe ihigh iinterest irate iof icredit
i(x ̅=1.62), ihigh irisk iassociated iwith ipoultry ienterprise i(x̅=1.58) iand icumbersome iprocedure
i(x ̅=1.53). iRespondents iaccessed ithe ihighest iamount iof icredit ifrom icooperative isocieties
i(₦32,310,000) iand icommercial ibanks i(₦12,960,000). iAll ithe icredit iaccess ifrom imoney
ilenders i(₦620,000.00), iNational iProgramme ifor iFood iSecurity i(₦200,000.00) iand iPoultry
iAssociation iof iNigeria i(₦50,000.00) iwere ifully i(100%) iutilized ifor ipoultry iproduction.
iThe inet iprofit ifrom ipoultry iproduction iwas i₦5,298,693, iwhile ithe irate iof ireturn ion
iinvestment iand ibenefit-cost iratio iwere i48% iand i₦1.48 irespectively. i

Furthermore, ithis istudy ifound ithat isex i(χ2 i=15.96, ip i= i0.000), imarital istatus i(χ2 i= i11.76, ip i=
i0.019), imembership iof isocial iassociation i(χ2 i= i11.91, ip i= i0.000) iand imonthly iincome iwere
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isignificantly irelated ito iprofitability iof icommercial ipoultry ienterprise. iAlso, isize iof
ienterprise i(r i= i0.15, ip i= i0.021), iyears iof ifarming iexperience i(r i= i0.29, ip i= i0.010), iaccess ito
icredit ifacilities i(r i= i0.14, ip i= i0.030), inumber iof iemployees i(r i= i0.31, ip i= i0.000), itype iof
ienterprise i(r i= i0.24, ip i= i0.000) iand icredit iutilisation i(r i= i0.085, ip i= i0.021) icorrelated
isignificantly ito iprofitability iof icommercial ipoultry ienterprise. iThere iwas isignificant
idifference iin iprofitability iof icommercial ipoultry ienterprise ibetween ithe itypes iof
icommercial ipoultry ienterprise i(F= i7794, ip i= i0.001), iacross ithe ithree iStates i(F i= i26.105, ip
i= i0.000) iand iacross ithe ilevel iof iutilisation i(F i= i2.758, ip i= i0.047). iThe imeat iand iegg ipoultry
ienterprise iwas iseen ito ibe i0.263 itimes imore iprofitable ithan ithe iegg ialone ienterprise, iwhile
ithe imeat ienterprise iwas iobserved ito ibe i0.256 itimes imore iprofitable ithan iegg ienterprise. iIn
iaddition, icommercial ipoultry ienterprise iwas i0.484 itimes imore iprofitable iin iOyo iState ithan
iOndo iState, iand i0.376 itimes imore iprofitable iin iOgun iState ithan iOndo iState.

The ideterminants iof iprofitability iof icommercial ipoultry ienterprise iin iSouthwestern iNigeria
iwere imale igender i(β= i0.13), itotal iyears iof iformal ieducation i(β= i0.13), ibelonging ito isocial
iassociation i(β= i0.16), iyears iof iexperience iin ipoultry ienterprise i(β= i-0.17), isource iof istart-
up icapital i(β= i-0.19) iand ithe ivalue iof icredit iused ifor ipoultry ienterprise i(β= i0.18). iSize iof
ienterprise i(β= i0.55) iwas ithe imain isignificant icontributor ito icommercial ipoultry
iprofitability iin iOndo iand iOgun iStates, iwhile imale igender i(β= i0.31), isource iof iland ifor
icommercial ipoultry ienterprise i(β= i0.26), iand iaccess ito icredits i(β= i0.33) iwere ithe
isignificant icontributors ito icommercial ipoultry iprofitability iin iOyo iState.

5.2 Conclusion
In iconclusion, ithe iuse iof icredit isignificantly iincreased ithe iprofitability iof icommercial
ipoultry iproduction iin iSouthwest iNigeria. iThe iprofitability iof icommercial ipoultry
ienterprise iincreased iacross ithe ilevel iof iutilization iof icredit. iMeat iand iegg ienterprise iwas
imore iprofitable ithan imeat ior iegg ialone ienterprises iand iprofitability iwas ihighest iin iOyo
iState. iAlthough iaccess ito icredit iwas ilow, icredits ifor ipoultry iproduction iwas imostly
iaccessed ifrom icooperative isocieties. iPoultry ifarmers ihad ifavourable iattitude itowards ithe
iuse iof icredit ifor ipoultry ienterprise. iThe ihigh iinterest irate iof icredit iand ihigh irisk iassociated
iwith ipoultry ienterprise iconstrained ithe iuse iof icredit ifor ipoultry ienterprise.
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The isize iof ienterprise, years of farming experience, access to credit ifacilities, inumber iof
iemployees, itype iof ienterprise iand icredit iutilization idetermined ithe iprofitability iof
icommercial ipoultry ienterprise. iAlso, isex, imarital istatus, imembership iof isocial iassociation
iand imonthly iincome iwere iassociated iwith iprofitability iof icommercial ipoultry ienterprise.
iCommercial ipoultry ifarms iwere iowned iby isole iproprietors, iproduction iof iboth iegg iand
imeat ifor isales iand ithe iuse iof ibattery icage isystem iwere ithe icommon ipractice. iSourcing iof
istart-up icapital iform ipersonal isavings, ihigh idependence ion iself-labour iand iirregular ivisit
iby iextension iagent iwas ipredominant. i

Finally, imale igender, itotal years of poultry enterprise experience iand isource iof istart-up
icapital iwere isignificant ideterminants iof iprofitability iof icommercial ipoultry ienterprise iin
ithe iSouthwest iof iNigeria.

5.3 Recommendation
1. Based on the conclusion, the following recommendations are proffered for

commercial poultry farmers in terms of credit utilisation and profitability.
2. Government iand ifinancial iinstitutions ishould iempower icooperative isocieties iwith

iadequate ifunds.
3. Poultry ifarmers ishould iform icooperatives isociety ito ienable ithem iaccess iloans ifrom

ithe ivarious ifinancial iinstitutions.
4. The ihigh iinterest iand iprocedures ifor isecuring iloans ishould ibe ireviewed iin iorder ito

imake iit isimple iand iattractive ifor ithe ifarmers
5. There iis ialso ithe ineed ito imotivate iand iprovide iresources ifor iagricultural iextension

iagents, iand iextension iservices ishould ibe iimproved iupon iin iterms iof iregular
ivisitation ito ifarmers iand ilinking ithem ito ifinancial iinstitutions iand icooperative
isociety. i i

6. Government iand iother istakeholders’ iefforts ishould ibe idirected itowards ipolicies iand
iprogrammes ithat iwill ifurther ienhance ithose ifactors ithat iwill iincrease ifarmers’
idecision ito iuse iagricultural icredit. i

7. In icollaboration iwith ithe ifinancial iinstitution iespecially ithe iBank iof iAgriculture iand
icommercial ibanks, iawareness iand ieducation ion icredit isourcing iand imanagement
ishould ibe iincorporated iinto itheir ipackage ifor ioutreach ito ithe ifarming ifolks. i
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8. Financial iinstitutions ishould imake iconcerted ieffort ithrough imonitoring iand
ievaluation ito iensure ithat ithe iloanee iutilized icredit ifor ithe iexact ipurpose iit iwas
iacquired ifor i

5.4 Contribution to Knowledge

The following contributions were made to knowledge by the study:

1. Cooperative societies and family/friends were established as the most prominent
sources of credit for poultry production in southwestern Nigeria.

2. Access to credit facilities and utilization of credits were established as low in the
study area due to high interest rates and high risks associated with poultry
production.

3. Farmers differed in their profitability depending on their level of credit utilization,
type of poultry enterprise and location.

4. Profitability was confirned as highest in Ogun State and among poultry farmers
who combined egg and meat production in their enterprise.

5. Use of credit facility was established to have positive effect on the profitability of
commercial poultry enterprise in Southwestern Nigeria.
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APPENDIX
INTERVIEEW SCHEDULE

DEPT. OF AGRICULTURAL EXTENSION AND RURAL DEVELOPMENT,
FACULTY OF AGRICULTURE AND FORESTRY
UNIVERSITY OF IBADAN, IBADAN NIGERIA

Dear respondents,
I am one student of the above named universiity conducting a research on “EFFECT OF
CREDIT UTILIZATION ON PROFITABILITY OF COMMERCIAL POULTRY
PRODUCTION IN SOUTH-WEST, NIGERIA”. All informations provide shall be
treateed with utmost confidentialty and will be used whollly for the purpose of research.
Your sincerely response in answering all the questions shall be of great importance to the
success of this research.
Thank you for your anticipated cooperation.
Date: _____________________________ State: ________________________
LGA_________________________ Community:
____________________
Instructions: Plse complete by ticking any correct answers or fill up the gaps as
appropriiate.
Socio-economical characteristics
1. Age of the respondent (years)________________________
2. Sex of the household head: Male ( ) Female ( )
3. Marital status of the key respondent: Married ( ) Divorced ( ) Separated ( )
Widowed ( )
4. Total number of years of formal education ________________________
5. Religion of the household head: Christianity ( ) Islam ( ) Traditional ( ) Others ( )
6. Household size of the respondent:_______________
7. Do you belong to any other social association? Yes ( ) No ( )
8. if yes, name any the social association (________________________)
9. Primary occupation of the household head and Poultry production ( ) other livestock ( )

crop farming ( ) Civil Service ( ) Artisan ( ) Trading ( ) Others specify
______________

10. Secondary occupation of the households head. Poultry production ( ) other livestock
( ) crop farming () Civil Service ( ) Artisan ( ) Trading ( ) Other specify
______________
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11. Estimated monthly incomes ______________ (Naira)
Poultry enterprise characteristics of respondents

1. Years of experience in poultry enterprise:_______
2. Number of birds: ________________
3. Type of poultry product: Egg ( ), Meat ( )
4. Type of poultry management practice: Deep litter ( ) Battery cage ( )
5. Ownership:sole proprietor ( ), partnership ( ) Group/cooperative ( )
6. Source of start-up capital for enterprise: Bank loan ( ) Cooperative ( ) Friends

and relative ( ) Personal savings ( ) Others specify _________
7. Source of land: Inherited ( ) Rented ( ) Purchased ( ) Leased ( ) Communal land

( ) Others,
8. Source of farm labour used on the farm: Self ( ), Family labour ( ), Hired labour

( ) Others, specify _________
9. Number of employees: _______
10. If paid how much monthly_________
11. How often do extension agents visit you: Never () Daily ( ) Weekly ( ),

fortnightly ( ), Monthly ( ), Quarterly ( )
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Access to credit (formal and informal sources)
Please indicate how often you access credit from the following sources
S/n
o

Items Never Occasionally Always

1. Family and friends
2. Money lenders
3. Poultry Association of Nigeria
4. Cooperative societies
5 Investment clubs
6. microfinance banks
7. Nigerian Agricultural Cooperative Development

Bank (NACRDB)
8. Commercial banks
9. Bank of Agriculture (BoA)
10. Ministry of Agriculture and Rural Development
11. National Programme for Food Security (NPFS).
12. Others specify ( )

Attitude of respondents towards use of credit for poultry enterprise
Please react to the following statements by indicating your agreement or disagreement
with SA (strongly Agree), A (Agree), U (Undecided), D (Disagree), SD (Strongly
Disagree).
No ITEMS SA A U D SD
1. Use of credit for poultry enterprise has increase by

productivity
2. The use of credit makes for poultry enterprise more

profitability
3. I do not need credit to improve my poultry enterprise
4. There are better business to use credit for other than poultry
5. I dislike using credit for poultry business, it makes it more

risky
6. If am given more credit I will invest it poultry enterprise
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7. Credit enable me to use modern technologies for poultry
enterprise

8. The use of credit is too expensive compared to the
profit/benefit derived

9. I will never encourage others to collect credit and invest in
poultry business

10. It is better you use what you have for poultry than to take
credit

11. Use of credit for poultry enterprise makes it difficult to break
even

12. It is easy to repay credit when used for poultry enterprise
13. The least I want to do is to use credit for poultry enterprise
14. Loss is inevitable when credit is used for poultry enterprise.
15. Those who do not use credit for poultry make more profit

than those who do
16. If not for credit my poultry business would have collapsed
17. People who do not use credit for their poultry enterprise are

missing a lot
18. Use of credit can grow poultry enterprise within the shortest

possible time
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Constraints faced by respondents in utilization of credit for poultry enterprise
Please tick how much the following constraints affect utilization of credit for poultry
enterprise
S/N Items Not a

constraint
Mild
constraint

Severe
constraint

1. High interest rate of credit
2. High risk associated with poultry enterprise
3. Untimely disbursement of credits
4. Short repayment period
5. Lack of insurance
6. Fear of loss in poultry enterprise
7. Insufficient amount collected
8. Emergency needs other than poultry enterprise
9.

Utilization of credit
First credit
Where did you obtain the credit (loan) from_____________?

How much credit did you collect__________?

How much did you use for poultry_____________?

Second credit
Where did you obtain the credit (loan) from_____________?

How much credit did you collect__________?

How much did you use for poultry_____________?
Third credit
Where did you obtain the credit (loan) from_____________?

How much credit did you collect__________?

How much did you use for poultry_____________?

Profitability of last production cycle poultry
Revenue: How much did you make from sale of: Egg: ________ poultry birds ______
others (manure, feathers etc)_________
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Cost of production
Recurrent expenditure (A production cycle)
Interest paid monthly__________
Amount spent on day old birds__________________
Total amount spent on labour per production cycle:
Amount spent on rent on land ________
Amount spent on feed for a production cycle: number of bags of feed starter ( ) Grower
( ) Finisher ( )
Cost of a bag of feed: starter ( ) Grower ( ) Finisher ( )
Amount spent on vaccine and drugs: ________
Amount spent on transportation for sales: ________
Amount spent on transportation for inputs (medication and day old chicks): ________
Amount spent on electricity/ power for production cycle: ________
Amount spent on water for production cycle: ________
Other operating expense for production cycle: ________
Capital expense
Cost of building: ______________, how many years can it last: ______________
Cost of feeders: ______________, how many years can it last: ______________
Cost of drinkers: ______________ , how many years can it last: ______________
Other capital cost ____________________
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Factors affecting profitability of commercial poultry enterprise
Please tick how much the following factors affect profit ofcommercial poultry
enterprise

Items Not a Factor Minor factor Major factor
Demographic factors
Age
Sex
educational level
Other occupation
Enterprise factor
years of experience
Number of birds
source of land acquisition
Type of management system
Availability of markets/price
Credit related factors
Interest rate
Timeliness in release of funds
Source of credit
Amount of credit
Repayment condition of credit
Production factor
Disease outbreak
Marketing glut
High cost of inputs
Natural disaster


