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Access to credit is an important thing in 
improving the livelihoods of rural families in 
developing international locations, enabling them 
to triumph over monetary barriers and spend 
money on productive activities. This observation 
evaluates the impact of microcredit on the 
livelihoods of rural farming households in 
Southwest Nigeria, specializing in assets of credit 
and elements influencing credit access. Using a 
multistage sampling method, facts have been 
accumulated from 360 respondents throughout 3 
states (Ondo, Oyo, and Ogun). Descriptive facts 
and multinomial logistic regression were used to 
analyse the information. Results show that 
informal credit sources, such as family and 
friends, are predominantly utilized by 97.5% of 
respondents, while only 8.3% accessed 
microfinance banks. The average credit amount 
received was ₦167,000, with limited utilization 
primarily due to constraints like market access 
and lack of technical knowledge. Agricultural 
activities such as crop production and livestock 
farming dominate rural livelihoods, suggesting 
that microcredit plays a crucial role in improving 
productivity. However, findings indicate that 
higher education levels, income, and household 
size significantly influence the likelihood of 
accessing formal and informal credit. The study 
concludes that microcredit has the potential to 
improve rural livelihoods, but formal credit 
systems must be expanded to reduce reliance on 
costly informal sources and enhance the overall 
welfare of rural households. 
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INTRODUCTION 
In many developing countries, access to credit is often seen as a critical 

means of alleviating financial constraints faced by rural households (Karlan & 
Morduch, 2010; Manzoor et al., 2021). These constraints prevent households 
from being able to develop sustainable livelihoods and improve their well-
being (Olutumise, 2023). The provision of rural credit, particularly through 
microcredit programs, has been essential in enabling income-generating 
activities (IGAs) for poor households. As pointed out by Lin et al., (2019), access 
to credit is a potential solution to liquidity constraints that often limit rural 
households from investing in productive enterprises. In Nigeria, rural 
households rely on both formal and informal sources of credit to meet their 
financial needs. Formal sources include commercial banks and microfinance 
institutions (MFIs), while informal sources include friends, relatives, and local 
moneylenders. The role of MFIs in providing microcredit as a formal source of 
financial support has been recognized for its impact on rural households, 
although the informal credit system remains popular due to its availability 
(Mallick, 2012; Kayembe et al., 2021).  

Microcredit is heralded as one of the most significant financial innovations 
of the 20th century, aiming to facilitate access to small loans for poor 
households, help them enter into intergovernmental agreements, and 
subsequently improve their well-being (Milana & Ashta, 2020; Benami & Carter, 
2021). Its importance has grown with the establishment of institutions such as 
the Grameen Bank, whose efforts to provide microcredit to the rural poor were 
awarded the 2006 Nobel Peace Prize. Despite this, the impact of microcredit on 
various social welfare outcomes is a subject of ongoing effort debate (Banerjee 
et al., 2015). Studies have shown mixed results regarding the effectiveness of 
microcredit in raising household income levels and improving other indicators 
of well-being. Some researchers argue that microcredit has significantly 
improved borrowers' financial solvency and helped reduce poverty (Uddin & 
Islam, 2016), while others argue that its impact has been overestimated and has 
not demonstrated sustained long-term benefits (Banerjee et al., 2015). In the case 
of southwestern Nigeria, rural households have long depended on various 
sources of credit to overcome financial barriers to productivity, especially in the 
agricultural sector.  

Agriculture remains the number one career of the majority of the 
agricultural populace inside the location, so getting credit entry is important to 
increase household productivity, earnings, and standard well-being (National 
Bureau of Statistics, 2020). Farm households in this location frequently face 
challenges such as restrained access to formal banking offerings, high-interest 
charges from informal lenders, and lack of economic literacy (Balana & 
Oyeyemi, 2022; Raza et al., 2023; Falola et al., 2023). The advent of microfinance 
institutions has been instrumental in addressing a number of those troubles, 
however, the volume to which microcredit has contributed to improving the 
livelihoods of rural farming families remains questionable. Many researchers 
have examined the impact of microcredit on the welfare of rural families, but 
have regularly centred on formal credit scores furnished using MFIs, with less 
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attention paid to informal assets of credit. Despite this, informal resources of 
credit, together with neighbourhood moneylenders, continue to play a vital role 
in rural credit systems. Their availability and flexibility, albeit with higher 
interest rates, make them the preferred choice for many rural households, 
especially those who lack the collateral to secure formal loans (Mallick, 2012). 
Additionally, formal banking services have not been fully integrated into rural 
areas due to high operating costs and perceived low profitability (Tenaw & 
Islam, 2009).  

This gap in formal banking services has left a significant portion of the 
rural population dependent on informal sources of credit. Several studies have 
examined the effects of microcredit on rural livelihoods, with many pointing to 
its success in improving access to credit and enabling income-generating 
activities. However, the long-term impact of microcredit on household 
prosperity remains uncertain. For example, randomized controlled trials (RCTs) 
failed to find conclusive evidence of the positive impact of microcredit on 
household income (Augsburg et al., 2015; Banerjee et al., 2015).  

Some studies report significant improvements in poverty reduction and 
household solvency, while others have little or no impact (Uddin & Islam, 
2016). This discrepancy in findings may be due to methodological problems in 
evaluating microcredit programs, such as failure to account for credit 
substitutability and lack of long-term panel data (Banerjee et al., 2015). In the 
context of southwestern Nigeria, the impact of microcredit on farm households 
requires further investigation.  

The agrarian economy of the region, characterized by the cultivation of 
cash crops such as cocoa, kola nuts, and palm oil, makes access to credit 
essential for increasing agricultural productivity. However, the absence of long-
term large-scale studies on the effects of microcredit in this region limits the 
possibility of making definitive conclusions about its effectiveness. Some 
evidence suggests that access to microcredit has enabled farm households to 
invest in modern farming techniques, purchase inputs such as fertilizers and 
improved seeds, and diversify their sources of income (Khandker & Koolwal, 
2014; Langyintuo, 2020). However, other studies highlight the continued 
financial exclusion of a significant portion of the rural population, particularly 
women and younger farmers, who face additional barriers to accessing credit 
(Cherotich, 2018; Balana & Oyeyemi, 2022).  

Given the mixed evidence on the impact of microcredit, further research is 
needed to assess its effectiveness in improving the livelihoods of rural 
households in Southwestern Nigeria. This research should take a holistic 
approach that takes into account formal and informal sources of credit as well 
as the socioeconomic characteristics of households that influence access to 
credit. In addition, longitudinal panel data are needed to assess the 
sustainability of the impact of microcredit on household welfare over time. 
Such studies would help policymakers design more effective financial inclusion 
strategies that would address the specific needs of rural farming households in 
the region. 
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In addition to credit admission, several elements have an impact on the 
capability of rural families to improve their livelihoods. These factors 
encompass schooling, getting admission to markets, infrastructure, and social 
networks (Kabeer, 2018). For instance, households with better degrees of 
training and better entry to markets are more likely to utilize credit efficaciously 
and invest in productive ventures. In comparison, people with limited 
schooling and negative marketplace access may additionally conflict to generate 
sufficient returns from credit, leading to debt traps and improved vulnerability 
(Hossain et al., 2020).  
 
LITERATURE REVIEW 

This highlights the importance of complementary interventions, including 
economic literacy programs and infrastructure development, in making sure 
that microcredit contributes to sustainable poverty reduction. Therefore, the 
availability of microcredit to rural households in Southwest Nigeria holds 
promise as a tool for poverty comfort and livelihood improvement. However, 
the combined evidence on its effect underscores the need for additional 
research and coverage refinement to make certain that microcredit can 
efficiently make a contribution to sustainable improvement within the region. 
By addressing the present gaps in credit rights of entry and designing extra-
inclusive economic systems, policymakers can decorate the ability of rural 
households to enhance their welfare and obtain a lengthy-term monetary 
balance. Therefore, it's far towards this history that the take a look at evaluates 
the effect of microcredit on rural livelihoods amongst farming households in 
Southwest, Nigeria. The following are the specific objectives of the study. 
i. Assess sources of micro-credit available and accessible to rural households 

in the study area; 
ii. Examine the volume of microcredits received and utilized for the 

improvement of rural households’ livelihood outcomes;  
iii. Describe the livelihood activities of the respondents; and 
iv. Determine the factors influencing the choice of microcredit type assessed 

by the respondents. 
 
METHODOLOGY 
1. The Study Area 

 Southwest Nigeria is one of the six geopolitical zones in Nigeria, 
comprising six states: Lagos, Ogun, Oyo, Osun, Ondo, and Ekiti. The place is 
predominantly Yoruba-speak and is characterised using a combination of urban 
and rural settlements, with agriculture being a primary career, specifically 
inside rural regions.  

Southwest Nigeria is geographically bounded through the Atlantic Ocean 
to the south and shares borders with the North-Central vicinity and elements of 
the Republic of Benin to the west. The region enjoys a tropical climate, with 
essential seasons: the moist season (April to October) and the dry season 
(November to March). Its numerous topographies include coastal areas, 
rainforests, and savannas, making it appropriate for several agricultural 
activities. Major plants cultivated inside the place encompass cocoa, kola nut, 
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oil palm, cassava, maize, and yams. Cocoa production, especially, is an essential 
monetary interest, particularly in states like Ondo, Osun, and Ekiti, contributing 
extensively to Nigeria's agricultural exports. 
 
2. Method of Data Collection  

Primary statistics were accumulated using a semi-based interview 
schedule designed to seize the important records from sampled respondents. 
The statistics encompass descriptive statistics, socio-monetary elements, and the 
institutional characteristics of households. In practice for the principal survey, 
an exploratory survey is carried out to formulate the study problem, refine the 
hypothesis, and benefit deeper insights into the problems at hand. 
 
3. Sample Size and Sampling Techniques 

A multi-level sampling method was used to pick 360 respondents for the 
study. In the first stage, 3 states—Ondo, Oyo, and Ogun—have been 
purposively selected from the six states in Southwest Nigeria. These states have 
been selected primarily based on their agrarian nature, the presence of 
microfinance establishments, and the relevance of agriculture to the livelihoods 
of rural households in those regions. In degree two, from each of the selected 
states, Local Government Areas (LGAs) were randomly selected, making a total 
of six LGAs the have a look at. In each decision on LGA, 3 rural groups were 
randomly selected, making a complete of 18 groups for the look at. In every 
community, 20 families have been randomly selected, making a complete of 60 
families in keeping with LGA. This gave a total of 360 respondents across the 
three states. 
 
4. Analytical Tools 

Descriptive and multinomial logit regression statistics have been used to 
gain the goals of this observation.  
 
5. Multinomial Logit Regression Model Specification  

The multinomial logit regression model turned into hired to reap the 
second objective, which makes a speciality of know-how the factors that have 
an impact on the choice of microcredit accessed by the respondents. The version 
can be expressed in equation (1) as: 

Pr (Y)=f(X1, X2,..., X7)  + e       (1) 

 
Where: 

Pr (Y) represents the probability of accessing microcredit. 
X1, X2, ..., X7 are the explanatory variables, which include factors such as 
age, gender, marital status, education level, household size, and income. 

 
The model was applied to distinguish between households that receive 

no credit, informal credit, formal credit, or both types of credit. The equations (2 
– 5) for the four probabilities are expressed as follows: 
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       (2) 

      (3) 

      (4) 

      (5) 

Where: 
Pr (Y=1) denotes a household with no access to credit. 
Pr (Y=2) denotes a household with access to informal credit. 
Pr (Y=3) denotes a household with access to formal credit. 
Pr (Y=4) denotes a household with access to both formal and informal credit. 
The explanatory variables of the model include: 
X1: Age of the household head (years) 
X2: Gender of the household head (male = 1 and 0, otherwise) 
X3: Marital status (married = 1, and 0, otherwise) 
X4: Level of formal education (years of schooling) 
X5: Household size (numbers) 
X6: Farming experience (years) 
X7: Annual income level (Naira) 
 
RESULT AND DISCUSSION 
1. Micro-credit Sources Availability and Rural Households’ Accessibility 

Table 1 presents the various sources of microcredit accessed by the 
respondents. Among the formal sources, the Bank of Industry (BOI) was 
accessed by only 2.5% of the respondents, while the Bank of Agriculture (BOA) 
was accessed by 7.5% of the respondents. Interestingly, none of the respondents 
reported obtaining loans from commercial banks. Additionally, 8.3% of them 
reported accessing microcredit from microfinance banks. However, no 
respondents indicated utilizing community banks as a source of credit. The 
majority of the respondents, 97.5%, reported relying on informal sources of 
microcredit.  

These informal sources included loans from family and friends (97.5%), 
private money lenders (71.7%), and owners' equity funding (10%). This 
significant reliance on informal sources suggests that many rural households 
may face challenges in accessing formal financial institutions, possibly due to 
factors such as stringent requirements, lack of collateral, or limited geographic 
reach of formal banks in rural areas. Informal credit sources, while often more 
accessible, may come with higher interest rates or less favourable terms, 
underscoring the importance of improving access to formal microcredit 
channels for rural populations. 
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Table 1. Distribution of Respondents Sources of Microcredit 
  
 

 

 

 

 

 

 

 

 

 

 

 

2. Amount of Credit Received by Respondents 

Table 2 shows that 56.6% of farmers received credit in the range of 
₦100,000 to ₦200,000, while 18.8% received between ₦201,000 and ₦300,000, 
and 24.5% received credit between ₦301,000 and ₦400,000. The average credit 
amount received by rural dwellers was estimated to be ₦167,000. This suggests 
that the majority of rural farmers who accessed credit from non-financial 
institutions received relatively modest amounts, typically ranging from 
₦100,000 to ₦200,000. Such amounts may be inadequate for larger-scale 
agricultural projects, limiting farmers' ability to make substantial investments in 
their farming operations. Only a small proportion of the respondents received 
credit amounts exceeding ₦300,000, indicating that access to larger sums of 
credit is challenging for many rural farmers who depend on non-financial 
sources. This may point to barriers such as limited collateral, insufficient 
financial records, or a lack of trust between informal lenders and borrowers as 
also noted by Akinboyo & Adejumo (2016) and Babatunde et al. (2016). 

Table 2. Disaggregation by the Amount of Credit Received 
Credit received   Frequency Percent Mean  

₦100,000-200,000 204 56.6  

₦201,000-300,000 68 18.8  

₦301.000- 400,000 88 24.5  

Total 360 100.0 167,000 

 
3. Respondents' Amount of Credit Utilized 

The findings reveal that, on average, farmers did not fully utilize the 
credit they received from financial institutions (Table 3). The mean amount of 
credit utilized (₦126,450) was lower than the average amount of credit 

Sources Yes No  

Frequency % Frequency % 

Formal institution     

Bank of Industry (BOI) 9 2.5 351 97.5 

Bank of Agriculture (BOA) 27 7.5 333 92.5 

Commercial bank - - 360 100.0 

Microfinance bank 30 8.3 330 91.7 

Community banks - - 360 100.0 

Informal     

Family and friends  351 97.5 9 2.5 

Cooperatives      

Private money lender 258 71.7 102 28.3 

Owners’ equity funding 36 10.0 324 90.0 
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received, suggesting that some farmers either did not use the credit they 
obtained or only partially utilized it. Several factors may account for this 
underutilization, including limited access to markets, inadequate technical 
knowledge, or other constraints that prevent farmers from effectively investing 
in their agricultural activities. The result is similar to the findings of Akinboyo 
& Adejumo (2016). 

Table 3. Distribution of Respondents Amount of Credit Utilized 
Credit Utilized    Frequency Percent Mean  

₦100,000-150,000 204 56.6  

₦151,000-200,000 68 18.8  

₦201.000- 250,000 88 24.5  

Total 360 100.0 126,450 

 
4. Respondents' Livelihood Activities  

Table 4 indicates the share of rural families engaged in numerous 
livelihood activities, both farming and non-farming. A sizable proportion of 
rural families participate in crop production (90%) and livestock farming 
(87.5%). This high engagement in agricultural activities suggests that 
microcredit can play a critical function in improving agricultural productivity 
and ensuring food safety. By supplying access to credit, rural families can invest 
in buying seeds, fertilizers, pesticides, and livestock inputs. Additionally, 
microcredit can be applied for investing in critical infrastructure including 
irrigation structures, garage facilities, and transportation, which can be vital for 
improving the efficiency and profitability of agricultural companies. Research 
helps this locating, as agriculture remains a dominant livelihood pastime for 
rural households in Nigeria. For example, Adebayo & Adejobi (2013) 
pronounced that 80% of rural households in Oyo State mainly relied on 
agriculture for his or her profits. Similarly, Okunmadewa and Oke (2016) 
discovered that agriculture contributed to about 70% of household income in 
rural areas of Osun State. The percentage of rural families concerned with crop 
processing (78.3%) highlights the capacity for cost addition and the 
development of agro-processing businesses that may create employment 
possibilities and grow rural incomes. Microcredit can facilitate the established 
order or enlargement of small-scale processing equipment for grains, 
culmination, greens, and other agricultural merchandise, thereby permitting 
rural households to engage in worthwhile processing activities. A rather 
smaller proportion of households are involved in farm labour (21.7%), which 
may additionally suggest that microcredit can be channelled in the direction of 
acquiring labour-saving technologies and devices. Such investments can reduce 
hard labour, grow farming performance, and in the end enhance agricultural 
productivity. Moreover, microcredit also can be directed to trading, providing 
alternative sources of income to lessen the reliance on agricultural income. All 
respondents (100%) engaged in trading, indicating a vast capability for 
microcredit to help microenterprises that offer items and services inside rural 
groups. Credit may be used to finance the purchase of inventory, equipment, 
and operating capital for small retail outlets, kiosks, and market stalls. This 
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strong engagement in buying and selling highlights the significance of 
microcredit in enabling rural households to preserve and enlarge their buying 
and selling activities, thereby enhancing their income and livelihood stability. 
In addition, 42.5% of rural households are engaged in handcraft, underscoring 
the potential for microcredit to assist artisanal companies. These small-scale 
enterprises are frequently conscious of producing conventional crafts and 
souvenirs for local and traveller markets. To get admission to microcredit, 
artisans should buy uncooked materials, and tools, and cover marketing fees, 
allowing them to enhance manufacturing exceptional and scale up their 
organizations. Other livelihood activities located amongst rural households 
consist of paid employment (53.3%), civil servants (10.0%), and personal 
business ownership (23.3%). These noticeably excessive probabilities propose 
that microcredit can play a pivotal role in helping diverse income-producing 
activities, both on-farm and off-farm. By imparting credit for skill acquisition, 
know-how development, and the acquisition of effective assets, microcredit 
permits rural households to diversify their livelihoods, thereby decreasing their 
dependency on a single source of earnings. This diversification is important for 
improving family resilience and financial balance, as it provides more than one 
stream of sales that could cushion in opposition to agricultural risks and 
fluctuations. 

Table 4. Distribution of Respondents Livelihood Activities 

 
5. Determine the Factors Influencing the Choice of Microcredit Type 

Assessed by the Respondents 
Table 5 presents the coefficients, popular mistakes, and p-values from a 

multinomial logistic regression version aimed at identifying the factors 
influencing the assets of microcredit for rural households. The structured 
variable inside the model is the supply of microcredit, classified into 4 
organizations: no credit score, formal credit score, casual credit, and each 
formal and casual credit score (reference category). The unbiased variables, or 
predictors, in this version, encompass sex, age, marital popularity, years of 

Activities Yes No  

Frequency % Frequency % 

Farming activities  

Production of crops  324 90.0 36 10.0 

Production of livestock 315 87.5 45 12.5 

Crop processing  282 78.3 78 21.7 

Farm labour 78 21.7 78 21.7 

Non-farming activities 

Trading   360 100.0   

Handcraft  153 42.5 207 57.5 

Other paid employment  192 53.3 168 46.7 

Civil servants 36 10.0 1324 90.0 

Private business 84 23.3 276 76.7 
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schooling, family length, years of experience, and earnings. Each of these 
variables is related to three sets of coefficients, similar to the three categories of 
the structured variable. The baseline or reference class is "no credit score," and 
the coefficients for the baseline represent the log odds of acquiring no credit 
score. In comparison, the coefficients for the alternative classes reflect the log 
odds ratios of obtaining both formal and casual credit relative to no credit. The 
p-values are used to assess the statistical significance of each coefficient, with a 
p-value of less than 0.05 indicating a statistically sizable relationship between 
the predictor and the source of credit score. Again, the effects indicate that age, 
marital fame, years of education, circle of relative size, years of enjoyment, and 
profits substantially impact whether rural families acquire formal or informal 
credit sources in comparison to acquiring no credit. Specifically, older 
individuals are much less probably to get the right of entry to formal or 
informal credit as compared to younger individuals. Similarly, married people 
are less probably to attain credit sources from formal or casual assets than their 
single opposite numbers. Higher schooling ranges, large family sizes, more 
years of experience, and better profit tiers are all associated with a higher 
probability of gaining access to either formal or casual credit relative to no 
credit. Interestingly, the consequences advise that sex is not a widespread 
predictor of credit score get right of entry to in this context. These findings 
imply that after inspecting the resources of microcredit for rural families, 
variables inclusive of age, marital repute, schooling, family size, experience, 
and earnings are greater essential predictors than sex. This suggests that 
guidelines or interventions to enhance entry to microcredit in rural areas should 
prioritize these factors. For instance, improving get right of entry to schooling 
and vocational training, presenting help to larger families, or expanding 
economic offerings for people with much less revel in or decreasing profits 
could be extra powerful techniques for growing access to credit. 

Table 5. Multinomial Logistic Regression on Access to Credit Types 
Explanat

ory 

variable 

No Credit  Informal  Formal  

Coeffici

ent  

Std. 

Err 

p-

valu

e 

Coeffici

ent  

Std. 

Err 

p-

valu

e 

Coeffici

ent  

Std. 

Err 

p-

valu

e 

Intercept  32.455 9.347 0.0

01 

2.419 4.797 .61

4 

8.179 5.063 .106 

Sex -2.012 1.802 0.2

64 

-2.075* 1.113 0.0

62 

-

2.320**

* 

1.250 0.00

63 

Age  -

9.667**

* 

3.162 0.0

02 

-

1.467** 

.693 0.0

34 

-1.417* .785 0.07

1 

Marital 

status  

-

7.752**

* 

2.496 0.0

02 

-

5.355**

* 

1.755 0.0

02 

-

6.055**

* 

1.831 0.00

1 

Years of 

educatio

n 

7.101** 2.900 0.0

14 

3.695**

* 

1.187 0.0

02 

4.568**

* 

1.301 0.00

0 

Family .963 1.420 0.4 3.594** 1.031 0.0 2.166** 1.019 0.03
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size  98 * 00 4 

Years of 

experien

ce 

1.429** .705 0.0

43 

.172 .287 0.5

50 

.245 .339 0.46

9 

Income  3.725**

* 

.908 0.0

00 

1.916**

* 

.520 0.0

00 

1.837**

* 

.562 0.00

1 

LR chi-

square 

(91) 

117.5**

* 

        

Log-

likelihoo

d 

262.995

*** 

        

Pseudo-

R2 

.702         

Note: ***’ **’ * significant at 1%, 5% and 10% respectively 
 

CONCLUSIONS AND RECOMMENDATIONS 
This study assessed the effect of microcredit on the livelihoods of rural 

farming households in Southwest Nigeria, revealing both the benefits and 
limitations of microcredit as a tool for improving rural welfare. The results 
show that informal credit sources, such as loans from family and friends, 
dominate the rural credit landscape, with 97.5% of respondents relying on these 
channels. This overwhelming dependence on informal credit highlights the 
inaccessibility of formal financial services, which only reached a small fraction 
(8.3%) of respondents via microfinance banks. This finding implies that despite 
the establishment of microfinance institutions (MFIs), formal credit is still out of 
reach for many rural households, potentially due to stringent loan 
requirements, collateral needs, and limited rural bank coverage. 

The study also revealed that while the average amount of credit received 
by households was ₦167,000, the full potential of this credit was not realized, as 
many farmers underutilized the funds. The mean amount of credit utilized was 
₦126,450, suggesting barriers such as inadequate market access, limited 
technical skills, and lack of financial literacy, which prevent farmers from 
effectively using loans for productive investments. This underutilization limits 
the transformative potential of microcredit, as rural farmers are unable to make 
significant investments that could enhance their productivity and income. 

Furthermore, the study identified education, household size, and income 
as key determinants of access to both formal and informal credit. Higher 
education levels and income significantly increased the likelihood of accessing 
credit, while larger household sizes also contributed to greater credit access. 
These findings underscore the inequality in credit access, as households with 
lower education levels and incomes are at a disadvantage, exacerbating 
financial exclusion for the most vulnerable segments of rural populations. 

The dominance of agriculture as the main livelihood activity, with 90% of 
respondents engaged in crop production and 87.5% in livestock farming, 
underscores the importance of credit for agricultural productivity. However, 
the reliance on small amounts of informal credit constrains households' ability 
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to make long-term investments in farming technology, infrastructure, and 
inputs. This lack of sufficient capital limits their potential to achieve higher 
productivity and improved livelihoods, keeping them in a cycle of subsistence 
farming and poverty. 

Based on these findings, the following recommendations are made. 
1. Financial institutions, particularly microfinance banks, should extend their 

reach to rural areas by simplifying loan requirements, offering flexible 
collateral arrangements, and reducing geographic barriers. This will reduce 
the dependence on informal sources and improve the terms of credit 
available to rural households. 

2. Educational programs should be implemented by the government to 
improve financial literacy among rural households. This will enhance their 
ability to utilize microcredit effectively, invest in productive ventures, and 
avoid potential debt traps. 

3. The government and microfinance institutions should provide 
complementary support services such as access to modern farming 
techniques, improved seeds, fertilizers, and market access to maximize the 
benefits of microcredit on agricultural productivity. 

4. Specific efforts should be made to increase credit accessibility for women 
and younger farmers, who face additional barriers to accessing both formal 
and informal credit. This could be achieved through tailored financial 
products and policies aimed at fostering inclusiveness. 

5. Policymakers should establish frameworks to continuously monitor and 
evaluate the long-term impacts of microcredit on rural livelihoods, ensuring 
that credit programs are effectively meeting the needs of rural households 
and contributing to poverty alleviation. 

6. Rural households should be encouraged to diversify their income-
generating activities, both within and outside agriculture, to reduce their 
dependence on single income streams and enhance economic resilience. 

  
ADVANCED RESEARCH 

This research still has limitations so further research on this topic is still 
needed. 
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