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This study investigates the utilization patterns of agricultural credit among smallholder farmers in Ondo State, Nigeria. Primary data were collected using a structured questionnaire administered to selected farmers across major agricultural communities using a multistage sampling technique. At the final stage, the Yamane (1967) formula was used to determine the appropriate sample size from the sampling frame obtained from the Ondo State Agricultural Development Project (ADP). Weighted mean, percentages, frequency count and standard deviation were employed to analyze credit use patterns and their influencing factors. Findings reveal that credit utilization was largely directed toward short-term operational and welfare needs rather than long-term productive investment. All the farmers who accessed credit applied a portion of the borrowed funds for the purchase of farm inputs, such as seeds, fertilizers, and pesticides ( = 3.36), 82.5% of the farmers utilized their funds for labour hiring ( = 3.24). Other areas with significant proportions was for educational, healthcare, and family upkeep purposes with farmers committing 97.6%, 95.8% and 86.7% respectively to credit utilization. This underscores its dual function in sustaining both production and household welfare. Conversely, minimal allocation to farm expansion (65.5%), cultural practices (42.6%), and machinery acquisition (15.9%) indicated limited reinvestment capacity and persistent structural constraints, including small loan sizes and inadequate financial literacy. The study concludes that improving credit effectiveness among smallholder farmers requires policies that enhance loan accessibility, strengthen financial management capacity, and link credit with input and market support to foster sustainable agricultural growth.
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1.0.	INTRODUCTION
Agriculture remains a cornerstone of Nigeria’s economy, serving as a major source of employment, food security, and rural livelihood. Despite its vital role, the sector faces numerous constraints such as climate variability, rising input costs, infrastructural deficits, and most critically, inadequate financing. Access to credit is essential for the adoption of improved technologies, expansion of production, and increased market participation. Limited access to and inefficient utilization of agricultural credit remain major barriers to smallholder productivity and rural development (Abe et al., 2025; Yusuf et al., 2023; Adetomiwa and Sieber, 2025).
Agricultural credit is the lifeblood of modern farming, enabling farmers to purchase inputs, hire labour, invest in mechanization, and manage production risks. Across Africa, recent evidence links credit availability and digital financial inclusion with significant improvements in smallholder income and technological adoption (Akinwale et al., 2023; Benson et al., 2020). Recognizing this, successive Nigerian governments have introduced various agricultural financing schemes such as the Anchor Borrowers’ Programme (ABP), the Nigeria Incentive-Based Risk Sharing System for Agricultural Lending (NIRSAL), and the Agricultural Credit Guarantee Scheme (ACGS) aimed at expanding farmers’ access to affordable finance (Balana & Oyeyemi, 2022; Ojo & Chiaka et al., 2022). However, while these interventions have improved access in some cases, the efficiency of credit utilization remains a fundamental issue. Many farmers either underutilize the funds or divert loans to non-agricultural purposes due to household pressures, inadequate loan sizes, and weak financial literacy. This challenge reflects national concerns that agricultural credit mobilization has not yet translated into broad-based food security or urban–rural balance (Fan & Rue, 2020; Hu et al., 2023)
Despite the existence of multiple credit facilities and agricultural support programs in Nigeria, smallholder farmers in Ondo State continue to experience limited benefits from these initiatives. Access is often hindered by stringent loan requirements. Challenges such as cumbersome loan application procedures, high interest rates, collateral demands, and limited financial management capacity have restricted the developmental impact of available financing programs (Ekwere & Edem, 2014). Even when credit is successfully obtained, improper utilization—stemming from inadequate planning, competing household needs, or diversion to non-farming activities—reduces its developmental impact (Julien et al., 2021). They are often used to meet immediate consumption needs, including education, health, and household welfare, rather than long-term productive investment (Abe et al., 2025; Balana & Oyeyemi, 2022). Consequently, most farmers remain in subsistence production with low yields, minimal savings, and poor competitiveness in the agricultural market. This reflects a broader pattern in Nigeria’s smallholder sector, where credit serves a dual purpose: sustaining livelihoods and supporting seasonal production but rarely enabling significant expansion or mechanization (Yusuf et al., 2023). Understanding the determinants of how farmers use credit is therefore critical to improving agricultural productivity and sustainability.
The effective utilization of agricultural credit has significant implications for economic growth, food security, and rural development. Identifying credit utilization patterns among smallholder farmers will provide valuable insights for policymakers, development agencies, and financial institutions. 
Recent studies emphasize that credit utilization patterns among smallholder farmers are influenced by a combination of socio-economic, institutional, and behavioral factors (Ramgobin, 2021; (Ekwere & Edem, 2014). Gender, education level, household size, farm income, and membership in cooperative societies have all been found to significantly affect how credit is used (Hu et al., 2023). Such understanding can inform the design of targeted credit delivery models, enhance financial inclusion, and ensure that credit facilities achieve their intended goals of boosting productivity and rural welfare. 
Ondo State, with its diverse agricultural zones and smallholder-dominated farming systems, provides an ideal case for examining these dynamics. The main aim of this study was to analyze credit utilization patterns among smallholder farmers in Ondo State, Nigeria. This study is expected to provide empirical insights into the credit utilization behavior of smallholder farmers in Ondo State.

2.0	METHODS
2.1  SAMPLING TECHNIQUES AND SAMPLE SIZE
A multistage sampling technique was employed to ensure adequate representation of smallholder farmers across the three agricultural zones of Ondo State. In the first stage, one Local Government Area (LGA) was randomly selected from each zone: Owo (Zone I), Ondo-East (Zone II), and Okitipupa (Zone III). In the second stage, three villages were randomly chosen from each selected LGA based on the presence and intensity of smallholder farming activities. In the final stage, the Yamane (1967) formula was used to determine the appropriate sample size from the sampling frame obtained from the Ondo State Agricultural Development Project (ADP).
The Yamane formula for sample size determination is expressed as:
Where:
· = sample size,
· = population size, and
· = level of precision (0.05).
This formula assumes a 95% confidence level and a precision level of 5%. Based on this computation, a total of 240 smallholder farmers were randomly selected as respondents, following the sample determination approach adopted by Adedeji (2024).
Data were collected through a structured interview survey administered to the selected farmers. Respondents were asked to indicate the extent to which they utilized agricultural credit across fourteen utilization areas, including purchase of inputs, labour hiring, educational purposes, livestock rearing, family upkeep, healthcare, irrigation development, personal needs, housing, farm expansion, marketing, recovery from past losses, cultural practices, and equipment purchase. Responses were categorized into four levels—high utilization, moderate utilization, low utilization, and no utilization—and the percentage distribution across utilization areas was computed accordingly.

2.2	INSTRUMENT OF DATA COLLECTION
Primary data were collected using a semi-structured questionnaire consisting of both open- and closed-ended questions designed to elicit comprehensive information from respondents. 
To ensure content validity, the questionnaire was reviewed by experts in Agricultural Extension and Rural Sociology, who independently evaluated its content and structure. Feedback from these experts guided the refinement of the instrument to ensure clarity, relevance, and alignment with the study objectives. The questionnaire was pre-tested in selected communities outside the study area to identify ambiguities and improve clarity. The reliability of the instrument was confirmed using the split-half method with Cronbach’s alpha coefficient (α). The analysis produced an alpha value of 0.71 which established its internal consistency and dependability.

2.3  DATA ANALYSIS
Data collected were analyzed using descriptive statistical techniques. Descriptive statistics such as frequency counts, percentages, weighted mean and standard deviation were employed to summarize and present the general patterns observed in credit utilization among farmers. These measures provided insights into the extent and nature of credit facility usage within the study population. In addition, these statistical tools helped identify variations in credit utilization across different demographic and socio-economic groups, offering a clearer understanding of trends and disparities that may influence policy recommendations and intervention strategies.

Table 1. Sampling procedure of the respondents in the study area
	Zone
	Selected LGA
	Selected Villages 
	Sampling frame
	Sampling size

	I
	Owo
	Upenmen 
	65
	26

	
	
	Ipele
	68
	27

	
	
	Igbe
	68
	27

	II
	Ondo-East
	Bolorunduro
	68
	27

	
	
	Kajola
	68
	27

	
	
	Oboto
	68
	27

	III
	Okitipupa
	Ode-Aye
	68
	27

	
	
	Erinje
	65
	26

	
	
	Igbotako
	65
	26

	Total
	3
	9
	603 
	240


Source: Ondo State Agricultural Development Project, 2025.
NOTE: The values in the sample size column were calculated based on the total number of farmers found in the sampling frame column.

3.0	RESULTS AND DISCUSSION
The results indicate diverse credit utilization patterns among smallholder farmers in Ondo State. The highest utilization observed was for the purchase of farm inputs such as seeds, fertilizers, and pesticides ( = 3.36), followed by labour hiring ( = 3.24) and educational purposes ( = 3.21). These patterns demonstrate that credit continues to play a dual role in sustaining agricultural productivity and improving household welfare (Mgbenka et al., 2013; Utibaev et al., 2024).
Credit use for livestock rearing ( = 3.13) and family upkeep ( = 3.04) was also substantial, demonstrating the multifunctional nature of credit as both an economic and social support tool for rural households. Recent evidence shows that such multifunctional credit behavior is common across Nigeria, where agricultural loans are often diverted to meet pressing consumption needs due to small loan sizes, irregular income streams, and inadequate financial management capacity (Abe et al., 2025; Yusuf et al., 2023; Adetomiwa and Sieber, 2025). Moderate utilization for healthcare purposes ( = 2.97) and irrigation development ( = 2.94) indicates growing attention to farm sustainability and welfare improvement.
Conversely, lower levels of credit use were reported for personal needs ( = 2.36), housing ( = 2.34), and farm expansion ( = 2.30), suggesting that limited loan sizes and household pressures constrain reinvestment in capital projects. Marketing purposes ( = 2.51) attracted moderate use, while recovery from past losses ( = 1.90) and funding of regular cultural practices such as weeding, thinning, pruning, and mulching ( = 1.82) received minimal attention. The purchase of equipment or machinery ( = 1.36) recorded the lowest utilization, reflecting the low level of mechanization among smallholders.
The findings reveal that credit utilization among smallholder farmers in Ondo State is primarily driven by immediate production and household needs rather than long-term productive investment. The majority of farmers channeled borrowed funds toward the purchase of farm inputs such as seeds, fertilizers, and pesticides, as well as labour hiring, reflecting the subsistence and labor-intensive nature of smallholder agriculture. 
These findings are consistent with recent studies showing that Nigerian smallholders prioritize immediate operational and survival needs over long-term investments (Yusuf et al., 2023; Julien et al., 2021). Similar trends were observed in Oyo and Kaduna States, where limited access to formal financial services and inadequate loan sizes hindered farmers’ capacity to mechanize or scale up production (Julien et al., 2021; Yusuf et al., 2023).
The continued dominance of short-term credit use for input purchase and labour highlights the subsistence-oriented nature of smallholder agriculture. Yet, as several studies have suggested, coupling credit with input supply programs and market linkages can increase its productive impact (Akinbile et al., 2023; Olaoye et al., 2022). Moreover, behavioral and institutional factors such as age, education, financial literacy, cooperative membership, and trust in lending institutions significantly shape credit utilization efficiency, while knowledge barriers and climate-risk perceptions often determine whether farmers reinvest credit into sustainable practices.
Overall, these patterns align with previous studies showing that rural farmers often depend on credit to sustain household welfare and meet immediate production costs (Ullah et al., 2020; Chen, 2021). Structural constraints such as inadequate credit access, high input costs, and limited financial literacy further shape these utilization behaviours, leading farmers to prioritize short-term survival and operational sustainability over capital-intensive or growth-oriented investments. Enhancing credit effectiveness, therefore, requires not only improved access but also stronger financial management training, larger and longer-term loan packages, and institutional mechanisms that encourage productive reinvestment (Phan et al., 2023; Balana and Oyeyemi, 2022).

Table 2. Level of credit utilization by the farmers
	Variables  
	High (%)
	Moderate (%)
	Low (%)
	None (%)
	WM
	SD

	Purchase of inputs (seeds, fertilizers, pesticides)
	106(44.2) 
	115(47.9)
	19(7.9)
	0(0)
	3.36
	0.62

	Labour hiring
	164(68.3)
	13(5.4)
	21(8.8)
	42(17.5)
	3.24
	1.19

	For educational purposes
	99(41.3)
	100(41.7)
	35(14.6)
	6(2.5)
	3.21
	0.78

	Livestock rearing
	158(65.8)
	19(7.9)
	0(0)
	63(26.3)
	3.13
	1.30

	For family upkeep
	112(46.7)
	59(24.6)
	37(15.4)
	32(13.3)
	3.04
	1.07

	For healthcare purposes
	127(52.9)
	22(9.2)
	48(20.0)
	43(17.9)
	2.97
	1.20

	Irrigation development
	40(16.7)
	164(68.3)
	18(7.5)
	18(7.5)
	2.94
	0.73

	To meet personal needs
	61(25.4)
	51(21.3)
	42(17.5)
	86(35.8)
	2.36
	1.21

	For housing purposes
	47(19.6)
	75(31.3)
	31(12.9)
	87(36.3)
	2.34
	1.16

	Farm expansion
	78(32.5)
	26(10.8)
	28(11.7)
	108(45.0)
	2.30
	1.33

	For marketing purposes
	78(30.8)
	32(13.3)
	78(32.5)
	56(23.3)
	2.51
	1.15

	To recover from past losses
	35(14.6)
	32(13.3)
	47(19.6)
	126(52.5)
	1.90
	1.11

	To fund the regular cultural practices
	33(13.8)
	30(12.5)
	39(16.3)
	138(57.5)
	1.82
	1.10

	Purchase of equipment/machinery
	11(4.6)
	10(4.2)
	35(14.6)
	184(76.7)
	1.36
	0.77




4.0	CONCLUSIONS
The findings of this study demonstrate that credit utilization among smallholder farmers in Ondo State is predominantly oriented toward short-term consumption and operational expenditures rather than long-term productive investment. Credit is primarily applied to the purchase of agricultural inputs and labour hiring, reflecting the subsistence nature of smallholder farming systems and the critical role of credit in maintaining seasonal production cycles. The considerable allocation of credit to educational, healthcare, and family-related needs further underscores its multifunctional importance in sustaining household welfare. While this pattern underscores the socio-economic importance of credit in sustaining rural livelihoods, it also reflects the persistent financial vulnerability of smallholders and their limited capacity for reinvestment.
The limited application of credit for farm expansion, mechanization, and recovery from production losses underscores persistent structural impediments, including insufficient loan sizes, elevated transaction costs, and inadequate financial literacy among farmers. Addressing these challenges necessitates an integrated strategy that not only improves access to financial resources but also incorporates capacity-building interventions to enhance credit management and utilization. Recent government-led initiatives—such as the ₦250 billion Presidential Agricultural Credit Facility and the Afreximbank–Bank of Agriculture US $1 billion financing program for smallholders—represent significant opportunities to mitigate these constraints by delivering more inclusive, well-structured, and sustainable financing mechanisms.
Aligning these interventions with coherent national credit mobilization frameworks is vital for achieving long-term food security. 
To ensure such interventions achieve their developmental impact, policymakers and financial institutions must strengthen farmer financial literacy, expand cooperative-based lending models, and link credit access with extension services, input delivery, and market integration.
Ultimately, improving the efficiency of credit use among smallholder farmers is essential for fostering agricultural transformation, enhancing rural livelihoods, and achieving sustainable economic growth in Nigeria.
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