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Abstract
The agricultural sector is one of the oldest and most important sectors of Nigeria. However, in contrast to the industrial sector, the agricultural sector is subject to risks and uncertainties arising principally from the effects of natural hazards.  In view of the above, the quality and quantity of cocoa beans in Nigeria, especially in the world market with respect to cocoa producing countries in West Africa is gradually declining. The study therefore assessed the role of financial institutions in mitigating risks faced by cocoa farmers in Ondo state, Nigeria. 5-point Likert-type scale and multiple regression tools were used to analyze the data collected. The results suggest that cocoa production in the study area is generally not in a large scale as 63.0% have farm sizes ranging between two and five hectares, 27.0% of the cocoa farmers has farm sizes ranging between 6 and 10 hectares, while 10% of the total respondents sampled were found to have less than 2 hectares of farm land.  The cocoa farmers in the study are well experienced with mean farm experience of 23.7 years. Also, the respondents strongly disagree that the interest rates of the credit facilities are satisfactory. The result of the multiple regression revealed that farm size and output of the farmers in the study area have positive significant relationship with access to credit facilities from financial institutions. It is recommended that government should make a law that will lower the interest rates charged on credit facilities made available to farmers. 
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Introduction
The agricultural sector remains a dominant sector in the Nigerian economy both in terms of being a source of food and income to a large segment of the society (World Bank, 1995; Mafimisebi et al., 2010). In spite of perpetual under-funding which makes Nigerian agriculture largely traditional, subsistent and very low in the uptake of productivity-boosting technologies, it remains an important economic driver contributing about 42% to the nation’s GDP (Njoku, 2010). Also, Nigeria is the fourth-largest producer of cocoa beans in the world, behind Cote d’Ivoire, Ghana and Indonesia.  Before the advent of oil, cocoa was the largest single foreign exchange earner. After petroleum, cocoa is the country’s most important export before the independence, cocoa generated 90% of Nigeria’s foreign exchange earnings. Cocoa is the leading non-oil foreign exchange earner in Nigeria (Iremiren, 2011).
However, in contrast to the industrial sector, the agricultural sector is subject to risks and uncertainties arising principally from the effects of natural hazards such as drought, flood, erosion, fire, wind storm, lightening, pests and diseases (Mafimisebi, 2011). Risk is the potential of losing something of value; an intentional interaction with uncertainty. While Uncertainty is a potential, unpredictable, immeasurable and controllable outcome, risk is a consequence of action taken in spite of uncertainty. Environmental risk is an actual or potential threat of adverse effects on living organisms and environment by effluents, emissions, wastes, resource depletion, etc., arising out of an organization’s activities (Jaffee et al., 2010).
Agriculture, unlike many other investment activities is exposed to a wide variety of risks and uncertainties ranging from input supply and price to agricultural yield, post-harvest losses and product price to the vagaries of nature such as floods, erosion, drought and fire outbreaks are equally important with regards to their impact on the success or failure of an agricultural production considerably. It is imperative to reduce the impact of these risks and uncertainties to the barest minimum.  Therefore, the need for a mechanism that functions specifically to keep the farmers in business cannot be over emphasized and hence, the need for agricultural insurance and credit scheme in Nigeria.   
Agricultural loan and credit facilities are crucial inputs in small holders’ agriculture. Small and medium scale farmers need loan to establish and expand their farms. Yet, the size of loan required by farmers and the size of loan available to them in various financial institutions knowing their position in terms of collateral security are still weakly understood.  Therefore, the paper examines the role of financial institutions in mitigating risk among cocoa farmers in Ondo State, Nigeria.

Methodology
Study Area
The study was carried out in Akure South Local Government Area in Ondo State, one of the six States in the South Western part of Nigeria. Climatically, the state falls within the rainforest belt of the vegetation with vast agricultural potentials. The State enjoys luxuriant vegetation with vast rainforest found in the South while in the Northern is mostly sub-savannah forest. Ondo State has three distinct ecological zones; the mangrove forest to the south, the rain forest in the middle and the guinea savannah to the north (Thompson and Oparinde, 2014)
The State lies between latitudes 5˚45˚ and 8˚ 15˚ North and 4˚ 30˚ and 6˚00 east. Ondo state is bounded in the west by Osun and Ogun states and in the North by Ekiti and Kogi States. Ondo also shares boundaries with Edo and Delta in the East and in the South by the Atlantic Ocean.  It has an estimated land area of 14,767.71 square km. The State is made up of 18 Local Government Areas (LGAs) with a total population of about 3.4 million inhabitants. (National Population Commission (NPC), 2007)
Agriculture is the main occupation of the people in the State, which provides income and employment for over 75% of the population and contributed well over 70% of the State’s Gross Domestic Production (Ondo State Ministry of Agriculture (OSMA), 2015). The farmers in the State grow food and other crops for both domestic consumption and export. These include cocoa, cashew, cassava, rice, plantain, yam, rubber, citrus, palm produce, cowpea, and kola-nut.    

 Sampling Techniques and Size
A multi-stage sampling technique was used to select respondents for the study. At first, Ondo State which represents 16.67% of total number of States in South-West of Nigeria was purposively selected for the study. This is based on the fact that the State is one of the highest producers of cocoa in South-West Nigeria. Two Local Government Areas (LGAs) (i.e. Idanre and Oke-Igbo/Ileoluji) that are highest producers of Cocoa in the State were purposively selected.  Three communities per LGA were randomly selected and 20 cocoa farmers were interviewed from each community, given a total sample size of 120 cocoa farmers as respondents for the study.  Also, 20 financial institutions were equally interviewed for this study.
Nature and Sources of Data
Primary data were used for this study, information were obtained by a well-structured questionnaires administered on the cocoa farmers and financial institutions. Information that were collected from  the farmers include the socio-economic characteristics of the farmers (such as age of farmers, farming experience, family size, gender, educational status, etc.), quantities and prices of inputs such as labour, sizes of farm,  quantities of cocoa harvested as well as quantities and prices of cocoa sold. Again, questionnaire was administered to the financial institutions. The information that were collected include the roles they play for farmers in the agricultural sector, the institutions’ perception on aiding the cocoa farmers to mitigate risks and the factors that influence accessibility of such aids.

Data Analysis 
Different analytical techniques were used to analyze the data that were collected from the field.  The socio-economic characteristics of cocoa farmers was analyzed after collating data such as age of respondents, marital statuses, household size, educational background, gender of respondents, farming experience and farm size was analyzed using descriptive statistics such as  frequency distribution, mean and simple proportions.
Also, to determine the cocoa farmers’ perception of financial institution assisting them to mitigate agricultural risks and financial institutions perception on assisting the cocoa farmers to mitigate agricultural risks, 5-point Likert-type scale was used.  Respondents were asked to respond to statements relating to the willingness of the financial institutions to assist them to mitigate agricultural risk using Strongly Agree (SA), Agreed (A) Undecided (U), Disagree (D), and Strongly Disagree (SD). The responses were scored as 5,4,3,2 and1 for SA, A, U, D and SD, respectively. The mean from each statement was obtained and used to classify the responses on each statement into SA (>4.5), A (3.5-4.4), U (2.5-3.4), D (1.5-2.4) and SD (<1.5).  
Lastly, to identify the factors that influence farmers’ accessibility to support from financial institutions, a multiple regression model was used to analyse the farm sizes, age, output (in Kg), farming experience, access to extension agents, policy of the financial institutions  and profit over time of farmers.. The equation is shown below;
Y = α + βX1 + βX2 + βX3 + Βx4 + βX5+ βX6
Y, the value the dependent variable is farmers’ accessibility to financial support
X1= size of farm (hectares)
X2= output (kg)
X3 = age of farmers (years)
X4 = farming experience (years)
X5 = access to extension agents
X6 = profit over time (₦)	
U1 = error term


Result and Discussion
Table 1 presents the socio-economic characteristics of the cocoa farmers in the study area. From the table it is revealed that cocoa farming is a male dominated agribusiness in the study area. Reasons may be attributed to the fact that the land ownership system in the study area favours the males to produce permanent crops like cocoa. Also, males are usually involved in the production aspect of agriculture due to the laborious nature of activities involved. Again, according to some of the respondents, some of them inherited their farm from their parents. Also, the table revealed that the average age of the sampled cocoa farmers in the study area was about 64 years. This is an indication that cocoa farmers in the study area are fairly old. 
Furthermore, the table shows that 23.4% of the respondents have between 11 and 20 years of farming experience, 33.3% have between 21 and 40 years of farming experience, while another 33.3% have over 40 years of farming experience. However, a very small proportion of the respondents (10%) have between 2 and 10 years of cocoa farming experience in the study area. This is an indication that majority of the cocoa farmers in the study area are well experienced. This experience is expected to have a significant effect on their level of cocoa production. The study also revealed that most (90%) of the cocoa farmers in the study area are married, therefore, probability of family labour is very high. This is buttress by the distribution of respondents by household size. 


Table 1: Socio-economic Characteristics of the Respondents

	Socio-economic Characteristics
	Frequency	Percentage

	
	
	

	Sex
Male
Female
	
102
18
	
85.0
15.0

	Total
	120
	100

	Age in years
21-30
31-40
41-50
51-60
Above 61
	
4
12
23
37
44
	
3.3
10.0
19.2
30.8
36.7

	Total
	120
	100

	Farming Experience in years
1-10
11-20
21-30
Above 30
	
12
28
40
40
	
10.0
23.4
33.3
33.3

	Total
	120
	100

	Marital Status
Single
Married
Divorced
Widowed
	
2
108
Nil
10
	
1.7
90.0
Nil
8.3

	Total
	120
	100

	Household Size
< 5
5-10
11-15
≥16
	
12
60
20
28
	
10
50
16.7
23.3

	Total
	120
	100

	Education Attained
Some primary School
Completed Primary School
Some Secondary School
Completed Secondary School
Tertiary 
	
23
36
22
24
15
	
19.2
30.0
18.3
20.0
12.5

	Total
	120
	100

	Access to Credit
Yes
No
	
91
29
	
75.8
24.2

	Total
	120
	100

	Farm Size
< 2 Hectares
2-5 Hectares
6-10 Hectares
	
12
76
32
	
10
63
27

	Total
	120
	100

	Mean Age
	64.0

	Mean Farming Experience	Comment by Microsoft Office User: ut these in the appropriate section of the table
	23.7


Source: Field Survey, 2015.  

It is revealed from table 1 that majority of the cocoa farmers (about 50%) have a household size of between 5 and 10 persons as household members, 16.7% of the respondents has between 11 and 15 persons, while 10.0% have less than 5 persons as household members. The generally fairly large household size is an indication that cocoa farmers in the study area will have significant access to the use of family labour, which will complement hired labour where necessary. The table equally shows that 19.2% of the respondents have some primary school education, 30% completed primary school, 18.3% have some secondary school education, while 20% of the respondents completed secondary school and 12.5% have tertiary education. The table therefore revealed that majority of the respondents (about 67.25%) of the respondents has no formal education. Hence, the need for intensification of agricultural extension education/services among cocoa farmers in the study area to equip the farmers with necessary skills needed to carry out their cocoa farming activities using modern technology. 
Also, table 1 revealed that 75.8% of the total respondents sampled said they have access to credit facilities in the study area while 24.2% said they do not have access to credit facilities from the various financial institutions in the study area. However, among those who have access to credit, 54.2% usually get credit facilities from informal financial institutions such as Esusu and Ajo in the study area, 33.3% of the cocoa farmers sampled get credit facilities from family members, while only 12.5% of the interviewed cocoa farmers get credit facilities from insurance firms. Again, the table revealed that majority of the farmers (63%) has farm sizes ranging between 2 and five hectares, 27% of the cocoa farmers has farm sizes ranging between 6 and 10 hectares, while 10% of the total respondents sampled were found to have less than 2 hectares of farm land. This suggests that cocoa production in the study area is generally not in a large scale. Reasons for this might be attributed to the fact that urbanization is taking over the lands that are meant to be used for such production in the study area.  
Table 2 presents the perception of cocoa farmers on financial institutions assisting them to mitigating agricultural risks in the study area. It was revealed that respondents disagree that there is adequate accessibility to credit facilities in the study area. With a mean score of 1.4, respondents strongly disagree that the interest rates of these credit facilities are satisfactory. However, they are unable to decide if they normally get swift feed-back from financial institutions concerning access to credit facilities, and if they normally have a timely delivery of disbursement of credit facilities. Also, they are not able to decide if the schedule for repayment of the credit facilities is satisfactory. They however generally disagree to the fact that the amount disbursed is sufficient. 
Table 2: Perception of Cocoa Farmers’ on Financial Institutions Assisting Them to Mitigate Agricultural Risks
	Questions
	SA
	A
	U
	D
	SD
	Means
	Remarks

	Do you have an adequate accessibility to credit facilities?
	22 (18.3)
	12 
(10.0)
	4 
(3.3)
	22 (18.3)
	60 (50.0)
	2.3
	Disagree

	Do you find the interest rates of these credit facilities satisfactory?
	-
	6 
(5.0)
	2
 (1.7)
	22 (18.3)
	90 (75.0)
	1.4
	Strongly Disagree

	Do you get a swift feed-back from financial institutions concerning access to credit facilities?
	16 
(13.3)
	32 (26.7)
	20 (16.7)
	-
	52 (43.3)
	2.7
	Undecided

	Do you have a timely delivery of disbursement of credit facilities?
	20 (16.7)
	40 (33.3)
	20 (16.7)
	4
 (3.3.)
	36 (30.0)
	3.0
	Undecided

	Do you find the amount disbursed sufficient?
	12 (10.0)
	20 (16.7)
	24 (20.0)
	12 (10.0)
	52 (43.3)
	2.4
	Disagree

	Is the schedule for repayment of the credit facilities satisfactory?
	24 (20.0)
	36 (30.0)
	24 (20.0)
	· 
	36 (30.0)
	3.1
	Undecided


Source: Field Survey, 2015.  
The findings of this study is an indication that cocoa farmers in the study area do not have adequate access to credit facilities probably due to the problem of collateral for securing the needed credit from financial institutions. High interest rates charged on loans given by financial institutions might be responsible for the strongly disagree response of respondents to finding the interest rates of these credit facilities satisfactory. Also, the seasonality of agricultural production might be responsible for not being able to decide if the schedule for repayment of the credit facilities is satisfactory to them in the study area.

Perception of Financial Institutions on Assisting the Cocoa Farmers to Mitigate Agricultural Risks
Table 3 presents the perception of financial institutions on assisting the cocoa farmers to mitigate agricultural risks in the study area. The table revealed that the financial institutions interviewed agree that the age of farmer/farming experience is one of the factors they consider in the disbursement of credit facilities to them. This might be a strategy employed by the financial institutions to avert defaults in repayment of loans given to young and inexperienced farmers. The financial institutions also agree that seasonality of agricultural produce is a factor that hinders disbursement of credit facilities to them. However, the financial institutions strongly agree that they consider profit over time as well as the output of farmers in disbursing loans/credit facilities to them. 

Table 3: Perception of Financial Institutions on Assisting the Cocoa Farmers to Mitigate Agricultural Risks
	Questions
	SA
	A
	U
	D
	SD
	Means
	Remarks

	Do you consider age of farmer/farming experience as one of the factors in the disbursement of credit facilities to them?
	13 (56.5)
	4 (17.4)
	-
	3 
(13.0)
	3 
(13.0)
	3.9
	Agree

	Do you consider the output (kg) of farmers in disbursing loans/credit facilities to them?
	18 (78.3)
	2
 (8.7)
	2 
(8.7)
	-
	1
 (4.3)
	4.6
	Strongly Agree

	Do you consider the profit over time of the farmers in disbursement of credit facilities?
	16 (69.6)
	5 (21.7)
	1 
(4.3)
	-
	1 
(4.3)
	4.5
	Strongly Agree

	Do you consider the level of education of the farmers before giving out credit facilities to them?
	1 
(4.3)
	6 
(26.1)
	3 
(13.0)
	7 
(30.4)
	6 
(26.1)
	2.5
	Undecided

	Is seasonality in agricultural produce a factor that hinders disbursement of credit facilities?
	7
(30.4)
	9 
(39.1)
	4 
(17.4)
	2
 (8.7))
	1
 (4.3)
	3.8
	Agree

	Compared to other sectors, is agriculture lucrative enough to invest in?
	14 (16.9)
	6 
(26.1)
	1
 (4.3)
	1 
(4.3)
	1
 (4.3)
	4.3
	Agree

	Do you get additional returns from the services giving to the farmers?
	4 (17.4)

	5 
(21.7)
	9 
(39.1)
	2 
(8.7)
	3 
(13.0)
	3.2
	Agree

	Do you think insuring farmers against risk actually worth it?
	14 (60.9)

	6 
(26.1)
	2 
(8.7)
	-
	1
 (1.4)
	4.4
	Agree

	Is access to agricultural extension agents a factor in disbursement of credit facilities?
	4 (17.4)
	10 (43.5)
	6 
(26.1)
	3 
(13.0)
	-
	3.7
	Agree


Source: Field Survey, 2015.  
It was further revealed that the financial institutions agree that compared to other sectors, agriculture is very lucrative to invest in and that they get additional returns from the services giving to the farmers. They also agree that insuring farmers against risk is actually worth it and that access to agricultural extension agents is a vital factor in disbursement of credit facilities to the farmers. This might be to identify the real farmers who actually require the credit facilities. 
Also, multiple regression was used to determine the factors that influencing cocoa farmers’ accessibility to financial supports from financial institution in the study area. From table 4 which shows the result of the multiple regression, it was revealed that farm size and output of the farmers were found to have a positive significant relationship with access to credit facilities. This suggests that increase in the farm size and output increases the possibility of farmer access to credit facilities in the study area. This support the perception of financial institutions about   assisting coca farmers with credit facilities: the financial institutions strongly agree that they consider profit over time as well as the output of farmers in disbursing loans/credit facilities to them.



Table 4: Factors Influencing Cocoa Farmers’ Accessibility to Financial Support from
Financial Institution
	Variables
	Coefficients
	Std. Error
	t-value

	(Constant)
	1.54
	0.422
	3.65

	Farm Size
	0.72
	0.34
	2.12**

	Output
	1.34
	0.49
	2.73**

	Age of Farmer
	-0.003
	-0.006
	0.556

	Farming Experience
	-0.011
	0.077
	-0.141

	Access to Extension Services
	0.188
	0.156
	1.202

	Profit Over Time
	6.42
	4.27
	1.50


R2 = 0.87; ** = 5% Level of Significance.

Conclusion
The study revealed that cocoa production in the study area is generally not in a large scale, however, the farmers are well experienced in cocoa farming. Also, majority of the respondents usually get credit facilities from informal financial institutions such as Esusu and Ajo in the study area. The financial institutions agree that the age of farmer and farming experience is the major factors they consider in the disbursement of credit facilities to cocoa farmers in the study area. Therefore, government should make a law that will lower the interest rates charged on credit facilities made available to farmers. Also, the youths in the study area should be encouraged to get engaged in cocoa farming.
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