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ABSTRACT Agricultural credit is crucial and significant factor for agricultural productivity, especially for smallholder
farmers. Despite numerous reforms undertaken by the government to transform smallholder agriculture and
improve its contribution to rural welfare, these farmers lack credit to purchase inputs. The objective of this paper
was to investigate the effects of agricultural credit on input use by smallholder crop farmers in the Eastern Cape.
A total of 300 farmers were sampled with the use of snowball sampling techniques. Descriptive analysis and
propensity score matching were employed to measure the effects of agricultural credit on input use and it was
established that agricultural credit had a substantial influence on input use as well as success of smallholder crop
farmers. This recommends that availability of credit has a potential to transform smallholder agriculture in South
Africa. The study recommends that government and relevant stakeholders must develop an effective agricultural

credit approach to improve the necessities of the smallholder farmers.

INTRODUCTION

In South Africa, agriculture plays an impor-
tant role asit contributesto poverty alleviation,
employment, food security and gross domestic
product of the country (GDP) (Mayowa 2015).
Agriculture continues to be an ultimate appara-
tus for sustainable growth, poverty alleviation
and improved food security in emerging nations
(Nzomo and Muturi 2014). Agricultural sector
has grown by 22 percent and contributed by 1
percent to the state’'s Gross Domestic Product
(GDP) in2017. South Africawantsto upturnfood
production and nutrition safety dueto the ever-
increasing popul ation, which may end up over-
taking thefood supply from the agricultural sec-
tor. Moreover, the agricultural sector remains a
significant provider of employment for many
peopleliving inrural areas (Chisasa2014).

According to World Bank (2017), employ-
ment in agriculture (5.5% of total employment)
in South Africawas reported at 5.55 percent in
2017. Researchers argued that agricultureises-
timated to be home and source of living and
livelihood to 86 percent of the societieswho live
inremote areas. Agricultureis (aswell asfurther
a) source of employment to almost 1.3 billion
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smallholder farmers and dispossessed workforc-
esin South Africa(Matsane and Oyekal e 2014).
As an outcome of great reliance on agriculture
for livings, approximately 48.3 percent of the
South African populaceisliving bel ow the pov-
erty line particularly in the Eastern Cape Prov-
ince. While agriculture remains an indispens-
able support for sustainable development, em-
ployment and poverty alleviation in the coun-
try, it endures to face encounters and undevel-
oped restrictions at the global, regional and na-
tional levelsthat necessitate pressing courtesy.

There are various definitions recycled to
define emerging growersin South Africaand its
definition depends on the context, country and
ecological zone (Machethe et al. 2004). DAFF
(2012) define smallholder farmers as non-pro-
ductive, regressive, non-commercial, survival
gardening positioned in fragments of past fa-
therland zones and growing their welfaresfrom
principal agriculture while Aliber et a. (2010)
states smallholder farmers asthose farmerswho
descend welfaresand livings from principal ag-
riculture and harvest primarily to generate and
produce an income as well as those who yield
for their own consumption, but eliminating are
those who earn wages from farm work. Howev-
er, unindustrialized under the smallholder struc-
ture is branded by little levels of production
equipment and small-sized farm with production
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mainly for subsistence commitments, leaving lit-
tlemarketable surplus (Baoyi 2010). Smallhold-
er farmersare categorized by frail fiscal, societal
wealth and incompl ete access to sanctioned al-
ternative, suggesting that it is problematic to
adjust these undesirable production features
independently. By theway, farmersremain stuck
aswell asremain to function inside the specified
production limitations and they do not obtain
sustaining revenues from their agricultural ac-
tivities as to purchase inputs.

World Bank (2017) and Chandio et a. (2018)
argued that agricultural credit offers adisconti-
nuity to growers for satisfactory usage of in-
puts, adoption of current machineries and more
appropriate distribution of possessions to im-
prove food security and eliminate poverty. Fur-
thermore, agricultural creditisanimportant fac-
tor becauseit isapainstaking as one of the stra-
tegic resources for increasing production to the
high limits subsequently improving living val-
ues and livelihoods of the rural poor farming
community. Nzomo and Muturi (2014) stated that
agricultural credit allowsfarmersto placatetheir
currency desires stimulated by the manufacture
sequence. Farming fiscal is an indispensable
portion for agrarian development in emerging
republicsand isaprovisional supplementary for
private reserves besides it hastens equipment
adjustment to encourage farming productivity
by improving emerging farmers' output, quality
establishment, nourishment safety and then,
rustic farming revenue (Kiplimo et a. 2015). For
example, inIndiaand Brazil, agricultural support-
ingisgivenvery high precedence. Kiplimoet al.
(2015) however, argued that World Bank through
itsremote supporting member, Worldwide Fund-
ing Organization (IFC), between additional
groups consumes also endorsed agrarian fund-
ing because of itsimportancefor refining emerg-
ing growers' efficiency in developing countries.
The accessibility of prescribed funding to the
emerging growersisindispensableif they areto
harvest a saleableleftover and thus subsidize to
the growth progression (World Bank 2017).

In spite of many stories being told globally
and government efforts to support smallholder
farmers (such as Parastatal organizations' start-
ed to succeed and aims comprised Ithala Devel-
opment Finance Corporation in KwaZulu Natal
Province, Agricultural Development Banks of
Ciskei and Transkei, Agribank of the North West
Province, Gazankulu Development Finance
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Corporation, Lebowa Devel opment Finance Cor-
poration both in Limpopo Province, and Uvim-
ba Finance Corporation in the Eastern Cape) au-
thentic backing has largely deteriorated in se-
lected fragments of the emerging domain
(Chauke et al. 2013) and yielded little impact.
Owing to absence of security from the govern-
ment, as aresult these institutes have distorted
or compound with other establishmentsto live
up and support smallholder farmers. The major
problem facing farmersisinadequate availabili-
ty to credit or money boundaries, which hamper
the approval of more well-organized and up-to-
date equipment in the farming sector. This short-
age of fundsdoesnot only confinefarmers’ like-
lihood to upsurge productivity but it affects
consumption capacity aswell asinput purchase.
Most of the smallholder farmers do not have
accessto credit, which makesit hard for them to
run their farming smoothly, as a result, these
farmersdo maintain their currency capitalsso as
to simplify production and consumption in the
growing seasons and subsequent sequence.
Subsequently, availability of credit to small-
holder agri-business segment is static akey de-
linquent that threatens several smallholder farm-
ers in South Africa and it has been noted that
smallholder farmersare not competitive as com-
mercial farmersare because of lack of factors of
production. Waweru (2016) argued that therea-
son for such low competitiveness from small-
holder farmersiscredited to lack of credit, finan-
cial illiteracy and lack of significant collateral to
usewhen sourcing for fundsinfinancial institu-
tions. According to Korir (2015), the unapproach-
ability of credit, principally for smallholder farm-
ers, has insufficient the choice of deeds, nature
of equipment used and the gage of procedures
that afarmer can approve on hisfarm. Asare-
sult of such, farmersareforced to usetraditional
technologies which are obsolete to inputs used
in farming and it's affecting their productivity.
Additionally, small credit accessis highlighting
blatantly as lone of the foremost restrictions to
enhanced input use, output expansions, and
overcoming rural poverty confronted by small-
holder farmers (Kiplimo et al. 2015). Asaresuilt,
agricultural output islimited due to asmall ad-
aptation of upgraded machineries, unpredictable
markets, inadequate access to credit and mar-
kets and absence of business acquaintance
among farmers (Nzomo and Muturi 2015).
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Additionally, the role of agriculture in the
economy is weakening, food importation up-
surge hence leading to the dejection of the lo-
cally manufactured nutrition, which has de-
creased farmers' projected revenue which might
have remained and used to expand their farm
production and input use. The unapproachabil-
ity to agricultural credit by small crop holders
hasresulted in inadequate operationsin thefarm
and technological input use (Alila and Atieno
2006) which is being used worldwide as to in-
crease productivity to meet the increasing pop-
ulation growth (Njuguna and Nyario 2015).
Smallholder farmers are further constrained by
shortage of fiscal assets around and thus the
main difficulties fronting deprived households.
According to Temesgen et a. (2018), theineffi-
cient and inaccessibility of formal financial in-
stitutionsin providing credit servicesto the de-
prived and farmersare adversely affecting agri-
cultural production. Asaresult, smallholder farm-
ers’ output is deteriorating at an accumulative
speed because of shortagesin input use utiliza-
tion which hinders the approval of more well-
organized and up-to-date machineries in the
farming sector. Furthermore, this deficiency of
credit incomes not lone prohibits the potentials
of improved output, but it likewise impedesthe
sizefor even feasting and poverty declineamong
households.

Main argument is that smallholder farmers
are confronted with shortage of security and is
themain causefor farmers failureto profit from
loan schemes and convenience of credit ischal-
lenging because of collateral disputes confront-
ed by farmers (Saqib et al. 2018; Rahman et al.
2014). Thusresult in farmersresorting to infor-
mal foundations due to their suitable distribu-
tion, no need for surety, and resistance in loan
dealings. Farmerswant money immediately, par-
ticularly during ploughing and after reaping pe-
riod for the subsequent increasing season to cover
money deficienciesand non-payment of their lat-
est crop. Moreover, up-to-datefarming isground-
ed on high-yielding seeds, manures, and plant
security procedureswhich areluxurious and most
prominently necessitates input. Utmost of their
inputsare attained in currency or fromtraderson
acredit-in-kind beginning, leading to augmented
necessity of farm households on credit markets.
A well-organized credit market offersfarmerswith
the chance to encounter consumption necessi-

ties and proper input use, thus, resulting in up-
gradingtofarmers’ livelihoods.

Inview of theabove, smallholder farmerswith
no doubt deserve special attention as they con-
tribute highly on rural livelihoods and poverty
reduction. Particular that a hefty fragment of
Eastern Cape Province's populationisinvolved
inagriculture, it would be convenient to identify
effects of credit access on input use options,
and suitable approaches for refining output
through credit fiscal facilities access that will
help as an effort for legislators in conveying
pastoral credit strategy.

Objectiveof thePaper

The paper aims to identify and investigate
the effects of agricultural credit on input use by
smallholder crop growers in the Eastern Cape
Province of South Africa

MATERIAL AND METHODS
L ocation Description

The study was done in the Eastern Cape
Province and is the subsequent biggest juris-
diction but yet the poorest of them all in South
Africa. The Region is the subsequent largest
Province in terms of apparent region in South
Africawhichisgifted with highlands, waterways,
and plain grasslands with small bushes and
woodlands (Fig. 1). The provinceisintensified
by rising poverty, unemployment and inade-
guate economic openingswhich influences peo-
ple'slivings, the condition is even worse in the
previous homeland areas of thisprovincewhere
very few progress exertions have thrived. East-
ern Cape Provinceinhabitsabout 168,966 square
kilometers, hence, around 14 percent of South
Africa sentire capacity and the situation is sep-
arated into dual sections, the Western and the
Eastern section (ECDRAR 2011). The unemploy-
ment rate is projected at 35 percent and a huge
sum of individuals (2.5 Million) make abreath-
ing through societal endowments and commit-
ted farming. The gap between the former home-
lands and the rest of South Africa has not dete-
riorated in the period 2001 to 2011. Accordingto
the 2011 South African survey, the Eastern Cape
Province' s peoplewas projected to be 6 562 053
out of 51 770 560 of South African entire resi-
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dents (Statistics South Africa2013), of the 6 562
053 peopl e, 60 percent residesin remote zones.

Agriculture is the most practiced sector in
remote areas and is the greatest used get-up-
and-go for household endurance as its perfor-
mance is high and it is contributing highly to
households as well as improving households’
rural livelihoods (DEDEAT 2013). Provinces
agrarian sector hiresabout 70 000 people on prof-
itablefarms, with an extra436 000 reliant on small-
er farms, which areregularly in the prior native
land parts of the Ciskei and Transkei as they
derive their livelihoods from agriculture. The
Province's regular poverty level is projected at
74.9 percent (StatsSA 2013) and the province's
level of food insecurity (78%) isabovetheaver-
agenational level of 64 percent (DEDEAT 2013).
Hlomendlini (2015) stated that alarge percent-
age of households in the province who are in-
volved in farming and in most cases, they are
not farming for business and income rather they
are practicing farming to supplement other in-
come sources and for household purposes.
Mgajority of smallholder farmersin the province
lacks production inputs and credit, as a result,
they mostly depend solely on traditional meth-
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ods and indigenous knowledge for farming
which limitstheir agricultural productivity. Hence
the study was carried out on smallholder farm-
ersto check theimpact of credit on input use as
aform of improving their products asthe major-
ity of rural dwellers depends on farming for a
living.

Data Gathering

Theresearch wascarried in the Eastern Cape
Jurisdiction of South Africainside four Region
Municipality of the province. These Districts
are renowned for their bulky zones of decent
cropland and inordinate earths which ensem-
blescrop production farming. A stratified proce-
dure was employed by which smallholder crop
farmers in the Eastern Cape were selected and
within which 300 food plot-holders were enu-
merated. The unit of analysisfor this study was
smallholder crop farmers in the Eastern Cape
Province. The study made use of non-probabil-
ity sampling procedure in the form of snowball
sampling. Thissampling was used primarily be-
cause it was easy to identify respondent poten-
tial and then the respondents were recruiting

| Easten Cape Province - District Municipalities

CACADU
DISTRICT MUNICIPALITY

~/

5 |’
L A NELSON MANDELA
METROPOLE

ALFREDNZO
DISTRICT MUNICIPALITY

Fig. 1. District Municipalities of the Eastern Cape Province

Source: ECDC 2013
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other smallholder crop farmers to form part of
the participants as it was hard to get farmers to
participate. The paper used principal and sec-
ondary data collection. The statistics was com-
posed from two growing seasons between 2015/
16 and 2016/17 seasons.

The study used mixed approach data design
in collecting data and to generate these data
types used for this study. For secondary data, a
list of irrigation schemeswere attained from offi-
cials and Extension officers in Department of
Agriculture, Farm Organization and Chiefs. Re-
searchers and enumerators made consultations
with the above mentioned groups in obtaining
historical studiesdoneintheseregionson linked
subjects and gaining understandings into
present and potential procedure advantages for
theregion entirely. Overall, recordsand material
attained at this period were cooperative of de-
lineation and acquisition aprofounder indulgent
of the study area.

Primary datawas collected using methodical
and multipronged data collection technique.
Principal records were collected over asingle-
visit farmer and family’s appraisal by designed
guestionnaire to produce socio-economic, crop
production, input utilization, and access to the
credit information that diverse from family to
family. Table 1 offersthe pertinent statistics col-
lected by this process.

DataAnalysis

Data collected from the survey in this study
was coded by the researchers by conveying an
arithmetic value in order to enable easier work-
ability onthe SPSS program version 22 and STA-
TA version 15. The Microsoft Office Excel 2010
software set was used to capture the implied
data. This made it easier for the researcher to
check for mistakes before analyzing the datain
SPSS and STATA. SPSS and STATA were the
only software’s used to carry out al the analy-
sis for this study. The study made use of de-
scriptive statistics in the form of percentages,
frequencies, mean, standard deviations, mini-
mum and maximum. Lastly the study made use
of Logistic Regression to estimate factorsinflu-
encing accessto agricultural credit and Propen-
sity Score Matching to estimate effect of agri-
cultural credit on input use of smallholder crop
farmersin the Eastern Cape Province.

Analytical M odel

This study adopted the Logistic model to
measure features impelling admission to agri-
cultural credit by smallholder crop farmers' in
the study region. The method has been used for
thiskind of a state where the calculation of the
existence or lack of a consequence established
on standards of an agreed forecaster variables
required. According to Chauke et al. (2013), the
logistic MODEL measurement can be used to
guesstimate likelihoods relations for al of the
autonomous variablesinthe model. Thelogistic
regression model issuitableto awider variety of
exploration circumstances than discriminant ex-
amination. Theword “logit” denotesto the ordi-
nary logarithm of the probabilities (log likeli-
hoods) which stipulatesthe likelihood of deteri-
orating interested in one of two groups on spe-
cificflexible of concentration (Wooldridge 2009).
The regression scrutiny comprises two distinct
substitutes and at this case, admission to credit
isaqualitativereliant on variablewhereit takes
thevalues0 and 1, which isbinary (Basamba et
al. 2012). Thisstudy customsabinomial logistic
model given that thereliant on variableisbina-
ry: 0when afarmer ishaving no accessto credit
and 1 when partaking access to credit.

For this paper, two choices existed and ac-
cessible, specifically “access to credit” or “no
access to credit” a twofold regression was es-
tablished up to explain Y =1 for astate anywhere
the grower retrieved subsidy and Y =0 for states
wherever the grower did not retrieved subsidy
from either official or unofficial credit founda-
tions. Assuming that X isatrajectory of descrip-
tive variables and p is the likelihood that Y =1,
dualistic probabilistic associations as quantified
by Wool dridge (2009). This can be measured as

follows:
Bx

_ _ e
p(Y =1 = @
ePx 1
PY=0=1- 1w = T @
Where

Calculation (2) isthe inferior answer level,
that is, the prospect that growers did not have
admission to credit from prescribed and unpre-
scribed credit places, thiswill be the likelihood
to be demonstrated through the logistic tech-
nique by settlement. Together, the calculations
illustratesthe effect of thelogit alteration of the
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likelihoods proportions which can otherwise be
symbolized as:

o
logit[0(0)] = log [ _(X) 1= a4 Xy + BoXy oo fuXe  (3)
1-06(x)

Besides thus permitting its approximation as
a linear model for which the ensuing descrip-
tions apply:

0 = logit alteration of the likelihoods ratio; =
the intercept term of the model

B = explanatory variables exhibited and

Xi = forecaster variables.

The previous processes were possible with-
in the STATA. In relative to Calculation (3), the
examination created the odds relations exhaust-
ing the supreme probability technique. The lo-
gistic regression in this study can be stated as
follows:

Y, = a+ BiXy + BoXo + BsXs + ByXy + BsXs vt Uy (4)

Where

Yi (AC) = the reliant on variable distinct as
the admission to credit by smallholder farmers =
1 and 0 otherwise a = constant and capture of
the equation

[ =slope of the discrete predictor (or instruc-
tive) variables demonstrated

Xi = forecaster variables.

U,= correction error term.

Propensity Score Matching

Propensity score matching was used to in-
vestigate the effects of agricultural credit on in-
put usage by smallholder farmers. A propensity
is a semi-parametric method that stretches a reg-
ular of agricultural credit access assumed by
Logit model.

Propensity score matching model can be
normally embodied as follows.

ATT = E[Y, = 11d = 1,p(X)] — E [y, = 01do,p)] (1)

For the analysis the reliant on variable will be
agricultural credit (credit access=1 no access=0).

ATT stands for the regular consequence of
agricultural credit on smallholder farmers.

Yd=11Id=1 is the credit admission outcome
experimental on smallholder farmers.

While yd=0Id=0 is the alteration experiential
on farmers with no admission to agricultural cred-
it.

P(x) is the propensity score.

Logit regression Model was used in this
form:
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) P;
logit(P;) =In (

1-P

Where:

In (Pi/ 1-Pi) = Logit for impact on household
income and food insecurity

1 - Pi = Effects of credit on input use of the
smallholder farmers

Pi=no diversification

B = coefficient

X = covariates

Ut =error term

>=a+ BX,+ BX,+ U,

Data

The data collected in the survey is illustrat-
ed in Table 1.

RESULTS AND DISCUSSION

Farmers’ involvement in agricultural credit
services is subjective and adversely affected by
socioeconomic, fiscal, communal features of
farmers and supplementary factors. From the
study results, the bulk of farmers have no ad-
mission to agricultural credit with (78%) while
22 percent have admittance to agricultural cred-
it, both financial institutions and informal. The
study results show that the majority of growers
were male-headed farmers with (80%) while fe-
males were 20 percent. This displays that main-
stream of the farmers are males, which may be
credited to the comprehensive labor obligation.
Majority of the farmers fall between 35 and 46
years with (60%) and they spend 12 years in
school. This infers that supreme of them are still
active and fall within the age bracket of young
people and the insinuation is that the farming in
the study area is largely occupied by young and
active individuals. Family size plays a signifi-
cant part in farming and most farmers depend
mainly on family labor for farming. The results
elucidate that the regular household size is 4
which members per household. The normal
monthly income acknowledged by smallholder
farmer whether grants, remittances and agricul-
tural production is R7 000. Majority of small-
holder farmers have admission to extension ser-
vices (60%) while (70%) of farmers are members
of farm organization. Most of the farmers are
using organic inputs (68%) while (27%) are us-
ing inorganic fertilizer, and (5%) of them are us-
ing both.
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Dependent variable Definition Value Hypothesi zed
relationship
AC Access to credit A dummy variable coded
1 if have access to credit,
0 otherwise
Independent variable Definition Value
GENDER Gender of the household head A dummy variable coded +/-
1 if male, 0 otherwise
AGE Age of the household head Continuous +/-
YRSPSCHL Years spent in school by the Continuous +/-
household head
Distance to an agricultural Distance to the agricultural Continuous +/-
credit institution credit institute
Irrigation Use of irrigation A dummy variable coded 1 +
if irrigate, O otherwise
Extension services Whether a farmer has access A dummy variable coded
to extension services 1 if access to extension +
services, 0 otherwise
Farm membership of Whether a farmer is a member A dummy variable coded 1 +
an organization of a farm organization if a member of farm orga-
nization, O otherwise
Household size Household size of the family Continuous +/-
members
Farm size Farm size of the farmer Continuous +/-
Farm experience Years being the farmer Continuous +/-
Occupation Occupation of households A dummy variable coded 1 if a +
farmer, O otherwise
Household income level Household Income level of the Continuous +/-

household head

Source: Field Survey 2018

Estimatesof Factor sAffecting Accessto
Agricultural Credit

Table 2 illustrates the estimation outcomes
from the Logit regression and model fit is also
explained. The principal one is the pseudo-R
squared and the second ones are the Likelihood
ratio Chi-squarewhichisavaluation of how well
themodel ordered defendants appropriately built
on assessed likelihoods. Thelikelihood ratio Chi-
square of 197.006 with a p-value of 0.0000 ex-
presses that our model is statistically substan-
tial. The R Squared (98%) and adjusted R square
(88%) recommends agood-fit (Table 2).

From the results, the gender of the house-
hold playsanimportant role. Sex of family head
was establish to be a positive influence on the
smallholder farmers' admission to agricultural
credit and substantial at (5%). Thisresultinfers
that a smallholder farmer is more likely to re-
trieve agricultural credit if thefarmerismaleas
all other factors held constant. Thisisduetothe

Table 2: Logistic regression estimates of determi-
nants of farmers' access of agricultural to credit

Variable Coefficient Std Signi-
Error ficance
Gender 0 .912 1.096 0.021"
Age -0.072 0.063 0.001""
Years spent in 0.128 0.141 0.000"""
school
Monthly income 0.432 0.266 0.026™
Distance -1.122 0.930 0.127"
Farm organization 0.366 0.655 0.013"
Farm size 0.423 0.695 0.000"""
Farm income 0.014 0.254 0.001""
Extension services 0.254 0.019 0.012"
Constant 0.045 0.085 0.968

Significance denoted as follows: ** (5%) and " (1%)
Number of observers 130

log likehood 197.006

Prob>Chi2 0.000""

Adjusted R 0.978

R-squared 0.876

Source: Field Survey 2018
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Table 3: Effect of agricultural credit on small-
holder farmers input use

Output Kernel Matching Method
variable
ATT Standard  p-value
error
Input use 5512.723 2860.551 0.010™
Nearest Neighbors Matching Method
ATT Standard  p-value
error
Input use 6301.745  6301.745 0.002""

Model summary Number of observation =120
Matches requested =7Treatment model =Logit

*****

Notes: " ""and * means significant at 1% and 5% levels,
respectively.

Source: Results from Stata (Version 13) generated from
Field Survey 2018

fact that the study is dominated by male farm-
ers. Theseresultsare in line with Sebopetji and
Belete (2009), on their study on features influ-
encing smallholder farmers’ decision to use cred-
it, where they found gender to significantly af-
fect credit use positively. The coefficient of the
age of the family head was establish to be a
negative effect on the smallholder farmers' ad-
mission to agricultural credit and substantial at
(1%). The outcome suggests that when the
smallholder farmers ageincreases, thelikelihood
of retrieving agricultural credit declines. The
implication of the negative influence of the age
of the smallholder farmer on the likelihood of
retrieving agricultural credit is that the elderly
farmers' may be unwilling to undergo lengthy
credit application process which also indicates
risk aversion of older farmers. Generally, elderly
growers are risk averse and they are not inter-
ested to bear risk adhere to credit repayment.
The results are in line with Sagib et a. (2017)
who found that theincreasein farmers' age will
reduce chances of farmers accessing agricultur-
al credit.

Education was establish to be a positive ef-
fect on the smallholder farmers’ admission to
agricultural credit and substantial at (1%). The
results suggest that admission to agricultural
credit rises by 0.128 at (1%) level with an in-
crease in years spent in school by smallholder
farmer, all other factors held constant. Farmers
who have spent more years in school have bet-
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ter knowledge and understanding of agricultur-
a credit and thusaremorelikely to retrieve agri-
cultural credit than their uneducated farmers. The
resultsarein linewith Mitraand Prodhan (2018),
Mayowa (2015) and Lefophaneet a. (2013) who
found out that as the farmers spent more years
in school as they obtain a more formal educa-
tion, thelikelihood of attaining agricultural credit
rises. Family income has a statistically signifi-
cant level at (5%) and was found to have a con-
structive outcome on smallhol der farmer admis-
sion to agricultural credit. Thisimpliesthat the
higher thehouseholds' monthly income, themore
likely that acredit agent will lend the farmer with
0.432 at (5%) level. This means that admission
toagricultural credit upsurgeswith ariseinfam-
ily monthly income.

The farm income variable was establish to
have a constructive outcome on the smallhol der
farmers’ admission to agricultural credit and was
statistically substantial at 1 percent. The result
infers that access to agricultural credit will in-
crease by 0.014 at (5%) with anincreaseinfarm
income of smallholder growers. Theeffect of this
isthat the more the smallholder farmer earnsthe
probability of accessing agricultural credit will
increase because the finance institute is sure
the smallholder farmer will pay back the loan.
Theresultsarein linewith Mayowa (2015) who
found out that agricultural credit accessincreas-
eswith arisein the farm revenue of the small-
holder farmer al other factors held constant.
Membership of farm organization was estab-
lished to have a constructive effect on the
amount of agricultural credit accessed by farm-
ersand was statistically substantial at (5%) lev-
el. A positive coefficient of being a member of
farm organizationimpliesthat aunitincreasein
being an affiliate of farmer-based connotation
rises the amount of agricultural credit accessed
by farmers by 0.366 at (5%) level compared to
farmers who are not members of farmer-based
organizations.

Farm size has a significantly constructive
influence on the smallholder farmers’ admission
to agricultural credit and was statistically sub-
stantial at (1%) level. Thissuggeststhat a1 per-
cent riseinfarm sizewill upsurge the amount of
agricultural credit retrieved by farmersby 0.423
at 1 percent level. This means that as the farm
size increases, farmers demand credit also in-
creases by the size of the estimated coefficients.
The results are in line with the conclusions of
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Abdul-Jalil (2015) who found that arisein farm
size will result in an upsurge in admission to
agricultural credit by farmers. Family size was
establish to be substantial at (5%) and was neg-
atively related with accessto credit. Family size
had an adverse effect on families’ credit contri-
bution and statistically substantial at 5 percent
level. This implies that as a sum of reliant on
family member upsurges their participation in
credit use will decrease. This owing to the fact
that the actuality of reliant on family membersin
the households’ increases with dynamic labor
that generates revenue for the household mem-
ber decreases. Theseresultsarein line with Te-
mesgen et al. (2018) who found out that ashouse
sideisincreasing, the accessto agricultural credit
does increase.

Distance covered by farmersfrom their home
toagricultural credit organisationswas adverse-
ly affecting farmers' admission to agricultural
credit and was statistically substantial at (5%)
level. This suggests that a component rise in
distancetravelled by farmersto agricultural cred-
itinstitutionswill decrease accessto agricultur-
al credit by 1.122 at 5 percent level. Theresults
arein line with conclusions of Temesgen et al.
(2018) who establish that arisein distancetrav-
elled by farmers to agricultural credit will de-
crease access to agricultural credit by farmers.
Admission to extension services was establish
to have aconstructive effect on farmers’ admis-
sion to agricultural credit and was statistically
substantial at 5 percent level. Thissuggeststhat
a unit rise in access and frequent visits from
extension agentswill upsurgefarmers' chances
of accessing agricultural credit by 0.254 at (5%)
level. The results mean that those farmers re-
ceiving additional extension service to have a
high probability of accessing agricultural credit
service than those farmerswith no frequent con-
tact with extension services.

Effect of Agricultural Credit Accesson
Input Use

The purpose of this paper was to estimate
the effect of agricultural credit on input use of
smallholder farmers. So here through the use of
Propensity Score Matching (PSM) wewereeval-
uating if thereissubstantial effect betweenfarm
inputs used by farmers with credit with those
farmerswithout credit. This subdivision evalu-
ates how credit influencing the procurement of

inputs by smallholder farmers. The outcome on
theinput was estimated in fluctuationsin funds,
employed labor, family labor, magnitude of farm
and superiority of seeds used. A propensity
scores matching was done to select the harmo-
nizing things. The use of the matching assets
certifies that an evaluation set is created with
visiblefeatures disseminated consistently diag-
onally quintiles in both the handling and as-
sessment clusters (Nkalaet al. 2011). The adja-
cent Neighbor and Kernel corresponding meth-
ods were used to evaluation the outcomes of
agricultural credit oninput use of the smallhold-
er farmers. Table 3 presentsthe propensity score
matching assessments of the effects of farmers’
access of agricultural credit to input use.

The estimates for the average input use
earned from emerging farmers having admission
toagricultura credit assortmentsfrom R 5512.72
to R 6301.75, depending on the matching meth-
od used. All estimates are significantly different
from zero at 1 percent to 5 percent critical level.
The results show that the higher the amount of
credit obtained from the agricultural institution,
the more inputs are purchased by smallholder
farmersfor useonthefarm. Theagricultural credit
institute was found to be statistically signifi-
cant at 5 percent with acoefficient of 2860.551in
Kernel Matching Method. This suggests that a
growth in the extent of agricultural credit will
result to an escalation in inputs used by small-
holder farmers which will lead to higher crop
yields and as agricultural credit access should
be avital areaif want to transform smallholder
farmers. Furthermore, the amount of agricultural
credit obtained from the agricultural institution
hasasignificantly positive coefficient of 6301.74.
Agricultural credit consequence can beduetoa
number of issues that influences smallholder
farmer’sadmissionto credit. Theresultisinline
with Keelson (2017) who found out that credit
scheme input has an effect on the productivity
of smallholder farmers.

CONCLUSION

Thefindings of this paper confirmed the sig-
nificance of agricultural credit on smallholder
crop farmers. Smallholder farmerspracticefarm-
ing astheir main activity, however, the majority
of smallholder farmersin the study areahave no
admission to agricultural credit. Between 12 ex-
planatory variables, which weretheorized toim-
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pact farmers admission to agricultural credit, the
important variables comprised in theregression
such as gender, years spent in school, farm in-
come, household income, access to extension
services, member of farm organization and farm
sizewere positively and significantly affect farm-
ersadmission to agricultural credit servicewhile
the age of thefarmer and distance from Agricul-
tural Credit Institute were negatively and signif-
icantly affect farmers admission to agricultural
credit. The paper concludes that access to agri-
cultural credit hasan effect oninput use by small-
holder farmers. The outcomes display that the
higher the amount of credit obtained from the
agricultural ingtitution, the more inputs are pur-
chased by smallholder farmersfor useonthefarm.

RECOMMENDATIONS

The demand and usage of credit have grad-
ually been considered as an operative instru-
ment for rising and improving the productivity
and revenueranksof farmersinrural areas. This
study recommended that theinstitutional sourc-
es of credit need to revise their policies and fi-
nancial mechanism. The government must en-
hancepoliciesthat arelinked to agricultura credit
and makeit flexibleto enable smallholder farm-
ers access credit. Policy makers and NGO's
should enhance credit education through sus-
tained capacity building for farmersto improve
their knowledge and ability to apply for credit as
well asinterpreting credit information. Official
credit foundations must suitably diminish the
attention degree of agricultural credit, and famil-
iarize asuperior attention degree funding proce-
durefor input use. This paper recommends that
in order to assist smallholder farmers, the inter-
est charged on credit facilities should berevised
downwardsto upsurge demand for credit finance
by the smallholder farmers to enable them to
grow their farm businesses which will in effect
have aripple effect on the economy.
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