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Abstract - Lack of finance is a major challenge faced by small and emerging commercial farmers. The study assessed the 
small and emerging commercial farmers’ access to finance and determined factors influencing access to agricultural finance. 
The study was conducted in Greater Tzaneen Municipality in Limpopo Province. Primary data was collected from 86 
farmers through the use of structured interview schedule. The descriptive analysis revealed that only 15% of farmers’ access 
agricultural credit, while 85% of farmers failed to access agricultural credit. The results of the logit model revealed that 
seven independent variables are statistically significant. The study recommends that government need to establish more 
affordable loans and funding to address the main challenge faced by farmers. 
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I. INTRODUCTION 
 
Without financial support no farm can be operated 
and managed [1]. Sustainable agricultural production 
and income generation depend on access to finance 
for production start-up inputs such as seed and 
fertilizers as well as for fixed capital developments 
[2]. There are two sources for borrowing funds - 
formal and informal. Increased access to formal credit 
in rural area reduces the use of informal financiers 
[3]. [4] reported that farmers without collateral in the 
form of land and other assets resorted to accessing 
credit from informal financiers who normally charge 
high interest rates which have a negative impact on 
the farmers’ profits. Providing small farmers with low 
interest credit is a common way of providing capital 
for the purchase of new technology [5]. The provision 
of agricultural credit by government is an indication 
that the farming sector is regarded as a top priority 
[6]. The South African government established the 
Land Redistribution for Agricultural Development 
(LRAD) initiative to subsidise farming requirements 
such as the purchase of land [7]. In May 2005, the 
Department of Agriculture also established the 
Micro-Agricultural Financial Institutions of South 
Africa (MAFISA) to improve access to finance for 
poor rural households, small farmers and agri-
businesses[8]. MAFISA provided credit of up to 
R100 000 which was payable over 12 months at a low 
interest rate [7]. The establishment of easy and 
affordable credit is a quick strategy for enhancing 
agricultural productivity [6], but MAFISA 
unfortunately collapsed [4]. In South Africa, some of 
the credit institutions that were established in the 
former homelands have collapsed due to agricultural 
changes in the country, leaving smallholder farmers 
without access to credit [9]. So far, grant funding for 
agricultural support subsequent to land allocation has 

not been effective, and it remains difficult for land 
reform beneficiaries to access credit [2].  
 
II. DATA AND METHODOLOGY 
 
The study area was the Greater Tzaneen Municipality 
(GTM) in South Africa. Data for this study were 
obtained from 86 small and emerging farmers 
through face to face structured interviews. The survey 
questionnaire was carefully designed, pretested and 
validated to ensure that accurate information is 
obtained. The farmers on which the questionnaire was 
pretested were no included in the sample. The 
collected data was captured and analyzed through 
Statistical Package for the Social Sciences (SPSS) 
version 23, (2015). Descriptive statistics such as 
percentages, means, frequencies and standard 
deviation were used to summarize information of 
participants’ socio-economic data. Logistic regression 
enumerates the relationship between the dichotomous 
dependent variable and the predictors using odds 
ratios [10].The dependent variable was dichotomous. 
The value of 1 was referring to farmers who accessed 
agricultural credit while those who did not accessed 
agricultural credit was referred by the value of 0. In 
the logit model, the log odds of the outcome are 
modeled as a linear combination of the predictor 
variables. The logistic regression coefficients are the 
coefficients b0, b1, b2, ... bk of the regression equation: 
In (Pi /1-Pi) = b0 + b1x1 + b2x2 + b3x3 + 
b4x4………………………bkxk 
Y= dependent variable; Xi= independent variables; 
Bi= regression coefficients; b0= is the constant. 
Pi is the probability that Yi is 1.  Pi/ (1-Pi) is called the 
“odds”.  In the analysis the function is estimated with 
the minimum likelihood method and Y=1 when the 
farmer accessed financial credit; and Y=0, when a 
farmer did not access financial credit. 
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III. RESULTS AND DISCUSSION 
 
3.1. Demographic characteristics of farmers in the 
study 
Demographic characteristics of respondents are 
presented in Table 1. The results indicate that 56% of 
the participants in the study were male and 44% 
female. In terms of age groups, 6% of the participants 
were 18-35 years old, 27% were 36-50 years old, 
24% were 51-60 years old and 43% were older than 
60 years. Table 1 also indicates that 7% of 
participants had no formal education, 56% had 

primary education, 27% had matriculated and 10% 
had completed tertiary education. The results of the 
study in Table 1 revealed that only 15 % of the 
participants had access to credit, while 85% of the 
participants did not get access to credit. Creditors 
require collateral business plan which some of the 
poorer farmers do not have.  [2] reported that trusts 
applying for credit from commercial banks had to 
furnish a business plan and guaranteed collateral or 
cash in hand. 
 

 
Table 1: Demographic and socio-economic characteristics of farmers in the study (n=86) 

 Frequency % Educational level Frequency % 
Gender: Male 48 56 No formal education 6 7 
Female 38 44 Primary education 48 56 
 86 100 Matric 23 27 
Age Frequency % Tertiary education 9 10 
18-35 5 6  86 100 
36-50 23 27 Access to credit Frequency % 
51-60 21 24 Yes 13 15 
More than 60 37 43 No 73 85 
 86 100  86 100 

Source: Used data from the study 
 
3.2 Logistic regression results 
The logistic regression results show thatnine independent variablesare statistically significant. 
The estimate for gender is negativeand statistically significant. 
 

Table 2:Results of the analysis of the Logit model 

Parameter Estimate 
Std. 
Error Z Sig. 

Gender -1.045 .229 -4.562 .000 
Age of farmers -.015 .009 -1.590 .112 
Educational level .089 .123 .722 .470 
Period of using the land .022 .010 2.118 .034 
Proportion of land cultivated -.002 .005 -.512 .608 
Proportion of farm inputs purchased .013 .005 2.454 .014 
Value adding to farm products .537 .228 2.359 .018 
Have skills pertaining to farming activities -.792 .595 -1.331 .183 
Market linkage(s) .854 .507 1.685 .092 
Number of extension visits per season .019 .006 3.164 .002 
Cooperative membership .363 .217 1.677 .094 
Farm records -.398 .239 -1.662 .097 
Annual Farm income .001 .001 2.512 .012 
Intercept -3.871 1.232 -3.142 .002 

LOGIT model: LOG(p/(1-p)) = Intercept + BX,*** 
Sig. 1%, **Sig.5%, *Sig. 10% ; Chi-square = 
284.359 (p<0.000) 
 
About 56% of the participants in the study were male 
and 44% female. [11] found that in many rural village 
banks and credit-and-savings cooperatives, women 
are the majority of savers, but men receive the 
majority of loans. Annual farm income showed a 
positive and significant influence on access to 
agricultural credit. The result is consistent with that 
of[12] who found that annual income was a  

 
significant variable to influence household to access 
credit from lenders in Northern Ghana. The value 
adding to farm products was also positive and 
significant. This may be due to the fact that processed 
products fetch higher prices than unprocessed 
products. The results differ from the related study of 
[13] who found that access to investment capital 
(credit) had a significant positive effect on 
diversification to non-agro-processing but not for 
agro-processing. Proportion of farm inputs purchased 
by farmers is positive and statistically significant, 
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indicating that accessing agricultural credit increases 
when an excessive amount of farm inputs are 
purchased by the farmers themselves. These results 
are inconsistent with those of [14] who found that the 
distribution of free maize seed by the government in 
Malawi had a significantly positive outcome on the 
share planted to hybrid maize. 
 
Number of extension visit per season had a 
significant positive effect on access to agricultural 
credit .This implies that the often extension officers 
visit increases farmers` access agricultural credit. 
Cooperative membership is positive and statistically 
significant. This might be the fact that farmers in the 
association will share the information on how they 
can access agricultural credit. The study revealed that 
farm records had a negative and statistically 
significant influence on credit access. This indicates 
that the increase in number of farm records decrease 
the possibility of accessing agricultural credit by 
farmers. This might be due to the fact that their 
farming records are not relevant and they did not 
impress the creditors. Market linkages had a 
significant positive effective on access to agricultural 
credit, indicating that the higher the farmers market 
their products the higher the possibility of farmers 
access the agricultural credit since they will able to 
pay money back to the creditors. According to [15] 
there is a huge opportunity for smallholder farmers to 
improve their livelihood through marketing 
agricultural products, and still smallholder farmers 
face a number of barriers to access agricultural 
markets. The period of using the land is positive and 
statistically significant. This implies that the longer 
the period of using the land by farmers the higher the 
chances for them to access the agricultural credit. 
This might be due to the point that they would have 
experience and shown interest in farming. 
 
CONCLUSIONS  
 
The aim of the paper was to assess the small and 
emerging commercial farmers’ access to agricultural 
credit. The results revealed that very few participants 
(15%) had access to agricultural credit. Creditors 
require collateral which some of the poorer farmers 
do not have. The study recommends the need for the 
government to establish more affordable loans and 
funding to address the main challenge that farmers 
faced. Almost all formal lenders need collateral 
before they allocate agricultural credit to the farmers 
whereas most of farmers in South Africa are poor and 
do not even have the tittle to the land they are 
farming on. [12] found that all farmers that 
participated on the study in Greater Letaba Local 
Municipality were cultivating on communal land, this 
means farmers had no land title deed. This study 
found that most farmers in Greater Tzaneen 
Municipality do not have a title deed for the farmland 

that they could use as collateral, only 6% of 
respondents had land tittle deed. 
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