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Abstract

The study assessed the effect of socio-economic factors on profitability of groundnut
processing into groundnut cake and oil by women in Kano State, Nigeria. A multi-stage
sampling procedure was employed to select 298 respondents. Data collected for the study
include information on socio-economic characteristics, and profit from enterprise. The tools
of the analysis employed for data interpretation were descriptive statistics, and multiple
regression analysis. Findings revealed that age (8 = 165.822, P<0.05), household size (8 =
464.540, P<0.05), years of formal education (8 = -2016.520, P<0.01), years of membership
in cooperative (B = 610.86, P<0.10), nature of involvement in enterprise (8 = 5002.815,
P<0.01), ownership structure (8 = -5064.77, P<0.05) and access to market (8 = 3009.693,
P<0.05) significantly influenced profitability of groundnut processing to cake and oil. The
major problems militating against the women were inadequate capital and high cost of raw
materials. It was concluded that groundnut processing was profitable and some social,
institutional and enterprise characteristics influence level of the profit realized. The
recommendations put for the study were that the women should be enlightened by extension
personnel to form cooperatives that will assist in linking the women to for better access to
credit, improved equipment, information and other extension benefits on groundnut
processing so as to enhance the ease of production.
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Introduction

Groundnut, or peanut, commonly called the poor man's nut is an important oilseed and
food crop for millions of people in the semi-arid tropics. It generates employment on the
farm during cultivation and during processing (CGIAR, 2005). A report by FAO in 2009
revealed that groundnut on an average is grown on 26.4 million hectares worldwide with
a total production of 36.1 million metric tonnes, and an average yield of 1.4 metric
tons/ha (FAO, 2009). According to FAOSTAT (2011) and Girei et al. (2013), groundnut is
grown in nearly 100 countries with China, India, U.S.A, Indonesia, Nigeria, Myanmar and
Sudan as major producers. Nigeria is one of the world’s largest groundnut producers,
accounting for 10%, 39% and 51% of the total world’s, Africa’s and West Africa’s
groundnut production, respectively (ICRISAT, 2011). Total production accounted for 70%
of Nigeria’s total export prior to petroleum oil boom (IFPRI, 1994 in Girei et al., 2016).

Groundnut is important both as a cash crop and food crop. It is the 13" most important
food crop of the world and the 4" most important source of edible oil. Its seeds contain
high quality edible oil (50%), 40-50% protein and 10-20% carbohydrates (Taphee and
Jongur, 2014). Groundnut kernels are consumed directly as raw, roasted, salted or boiled
forms. However, oil is the most important product of the crop which is used for both
domestic and industrial purposes. The crop is used as industrial materials for producing
oil-cakes and fertilizer. All parts of the groundnut plant are used in one way or the other
(Nnamdi, 2010).

Though there is little participation of women in groundnut production activities, they are
strongly involved in local groundnut processing activities. In Nigeria, the processing of
groundnut into various products is mostly done by women either for home consumption
or for commercial purposes (Ibrahim et al., 2005 in Ibrahim et al., 2010). The processing
of groundnut is both a source of income and employment to a large proportion of rural
women in northern Nigeria. Groundnut processing is basically the transformation of the
primary agricultural products (raw groundnut) into other finished commodities like
groundnut oil, cake and animal feed among others. Processing of groundnut is perhaps
the best area an investor can engage in with maximum utilization of the product. The
milling of the product would yield edible oil which can be refined to get vegetable oil and
groundnut cake which is a valuable input in the preparation of animal feed and as such
can be sold to animal feed millers. Groundnut processing in the study area reduces food
wastage, enhances food security, improvement in livelihood of low income groups and
empowerment of women especially in Nigeria where processing of groundnuts into
various products is mostly done by women either for home or commercial consumption
(Practical Action, 2010).

Past studies (Danwanka et al., 2005; Haruna et al., 2006; Muhammad-lawal et al., 2012)
reported that groundnut processing activity is profitable; however, the profit level realized
has been relatively low. The low profit level could be attributed to many factors which
could be economic, social, institutional and/or enterprise related. It is therefore,
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worthwhile to study the determining factors that influence the profitability in order to look
into possible ways and means (policy formulation) that will enhance profitability of the
enterprise. The study addressed the following objectives:

1. described the socioeconomic characteristics of women processors;

2. identified the constraints that militate against realization of profit; and

3. determined the factors that influence profitability of groundnut processing of
women in the study area.

Methodology

Kano State is located in North-Western Nigeria. The State is situated in a semi-arid
region located between latitudes 10°30' and 13°02' north of the equator and longitude
7°40' and 10°39' east of the Greenwich meridian. It has 44 local government areas which
are divided into three agricultural zones. Kano State has a 2015 projected population
(based on the 2006 National Population Census) of 10,067,208 people with an almost
equal distribution of males (51%) and females (49%) (National Population Commission,
2006). Agriculture is the mainstay of the economy involving at least 75% of the rural
population. Before the oil boom of 1970s, Kano State was the main producer of
groundnut (producing at least 50% of the country total output).

A multi-stage sampling techniqgue was employed. In the first stage, the three agricultural
zones of the state were all selected for the study then four registered groups out of the
six registered women groundnut processors in each zone were randomly selected and
finally all 25 members of each group were used for the survey to give a total sample size
of 298 respondents.

Data were collected using a structured questionnaire which was administered to the
respondents by the researcher with the help of trained enumerators between February
and April, 2015. The instrument was subjected to content and face validity. Furthermore,
a pre-test with 10 selected rural women in the study area was also conducted. Thus,
necessary additions, deletions, modifications and adjustments were made in the
guestionnaire. Data collected for the study were analysed with descriptive statistics and
multiple regression analysis described below:

Y=Bo+BXe+B2Xo+ oo +B13X13+ U e (5)
Where:

Y = Profit from groundnut processing (naira).

X1 — Xiz = are independent variables defined as:

X1 = age of woman (in years)

X2 = years of formal education

X3 = household size (number)

X4 = marital status (married =1, otherwise=0)

Xs = Headship status (Female headed = 1, Male headed = 2)
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Xe = extension visit per year (number)

X7 = years of experience in groundnut processing (years)

Xg = amount of credit received (naira)

X9 = years of membership in cooperative associations

X10 = nature of involvement (part-time = 1, full-time = 2)

X11 = ownership structure (sole owner =1, in partnership = 2)
X12 = number of people assisting

X13 = market access (Difficult = 1, Fair = 2, Good = 3)

Bo = constant

B1 — B13 = coefficients or standardized partial regression coefficients
u = error term

Results and Discussion

Socio-economic Characteristics of Women Groundnut Processors

Table 1 shows the socioeconomic characteristics of women groundnut processors in the
study area. Age of the women ranged from 21 to above 60 years with a mean of about
40 years. This means that the respondents are still in their active and productive age
thus possess the energy needed to carry out income earning activities for improved
household welfare. As this study was undertaken in northern part of Nigeria, it is not
surprising that majority (94%) of the respondents were married and about 64% do not
have any form of formal education. Of the total sampled households, about 94% were
male-headed with mean household size of 12 indicating a large household which is not
unexpected in this part of the country where many polygamous homes exist. The finding
is similar to that of other researchers (Abonge, 2012; Nwosu and Okon, 2013; Abdullahi
et al., 2014), in separate studies that the majority (ranging from 50-95%) of rural women
agro-processors were married and Jamilu et al. (2014) that rural households in Kaduna
State have an average of 11 members.
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Table 1: Socioeconomic characteristics of the respondents

Variables Percentage
Age (years)

21-40 57.1
41-60 41.6
above 60 1.3
Mean 40
Marital Status

Married 94.0
Otherwise 6.0
Educational Qualification (years)

No formal Educational 63.8
1-6 26.2
7-12 10.0
Mean 2
Household headship

Male-headed 94.0
Female-headed 6.0
Household size

1-5 114
6-10 36.4
11-15 27.4
16-20 16.3
Above 8.5
Mean 12
Extension visits

No visit 43.3
1 50
2 6.7
Mean 1
Years of experience (years)

<11 35.6
11-20 53.4
21-30 9.7
31-40 1.3
Mean 13
Access to credit

No access 89.6
Had access 10.4
Membership of association (years)

None 19.1
1-10 57.4
11-20 23.5
Mean 8

Extension visits were low since up to 43% of the respondents were not visited within the
last one year while half (50%) had just one visit and about 7% had 2 visits (Table 1). The
average extension visit to the respondents was once in a year. This indicates that
extension service delivery is far below the recommended schedules as Salau et al.
(2012) reported that the recommended visit schedules of village extension agents under
the T&V system is two extension visit per month. On the average, the women have been
engaged in groundnut processing for 13 years indicating that they have many years of
processing experience. This could have positive implication for the business as it is
expected that the higher the women’s years of experience the better their productive
capacity because of the knowledge accumulated over the years.
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About 90% of women had no access to credit to finance their activities in the last five
years. Sheheli, 2012 similarly revealed that majority of women in micro-enterprising do
not have access to credit. Above 80% of the respondents belong to one cooperative
association or the other with varying years of membership ranging from 1 year to 20
years. This implies that it will be easy to reach the women in groups for purposes of
information dissemination and new women’s empowerment programmes that may be
introduced in the area.

Factors Influencing Level of Profit of Women Groundnut Processors

Table 2 shows that the R-square value was 0.546 indicating that 54.6% of the variation in
household income could be accounted for by the combined effect of the variables
included in the model while the other 45.4% remained unexplained. The adjusted R-
square also supported the claim with a value of 0.499 or 49.9%. It implies that the
independent variables explain the change in the dependent variables at 49.9% level of
confidence. The model was well fitted to the data since the F-ratio value (11.602) was
highly significant (P<0.01). This implies that the joint effects of all the included variables
influence on the income of the beneficiaries and the regression result was statistically
reliable. The results of the regression analysis indicate that age, household size,
dependency, years of formal schooling, years of membership in cooperative societies,
nature of involvement in enterprise, ownership structure and access to market
significantly influenced the level of profit from the activity (Table 2). The details of this
influence are described below.

Table 2: Factors influencing level of profit of women groundnut processors

Variables Coefficients Std. Error t-value
Constant 12042.287 12172.122 0.989
Age(Xy) 165.822 81.894 2.025**
Years of formal education(Xy) -2016.520 428.073 4.711%*
Household size(X3) 464.540 155.676 2.984***
Marital status(X,) -1355.099 9099.882 -0.149
Headship status (Xs) 2913.374 4725.765 0.616
Number of extension visits(Xs) 632.422 1485.624 0.426
Years of experience(X7) -44.469 215.83 -0.206
Amount of credit(Xg) 0.074 0.126 0.585
Years of membership in cooperative societies (Xo) 610.86 312.009 1.958*
Nature of involvement(Xio) 5002.815 1853.771 2.699%**
Ownership structure(Xi1) -5064.77 2413.046 -2.099**
Number of assistants (Xi2) -59.939 822.682 -0.073
Market access(Xi3) 3009.693 1420.377 2.119**

R?=0.546; R2Adj=0.499
F-ratio = 11.602***

* = P<0.10, ** = P<0.05, *** = P<0.01
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Age

Age of the women processors had positive relationship with their income with a
coefficient value of 165.82 (P<0.05). The result indicates that the profit increases with
increase in age. This indicates that women’s profit increases by N165.82 with every one-
year increase in their age. The result is similar to that of Rahman (2006) where it was
found that age has significant and positive effect on women’s income. Age is a major
socio-economic factor that significantly affects the performance of individuals in any
activity. Thus, the low income at early age by the women processors might be related to
the demands of child bearing and rearing, taking care of husbands and other family
members, which prevents rural women from getting fully engaged in income generating
activities. Sheheli (2012) found higher participation of middle-aged women in income
generating activities (implying more income) compared to old women. However, Kudi et
al. (2009) and Lhing et al. (2013) found a negative relationship between age of their
respondents and their income.

Household size

A significant positive relationship was found between the women’s household size and
their profit. This implies that as the household size increases, the profit will also increase.
The women’s income increased by N464.54 with an increase of one family member.
Groundnut processing is a highly labour intensive venture and a large household has the
opportunity of providing free family labour (as labour constitutes the second largest
percentage of total variable cost), thereby reducing cost incurred in the business.

Years spent in formal schooling

The regression results are somewhat contrary to expectation because years of formal
schooling for the women was found to have a significant (P<0.01) but negative influence
on the women’s profit. This means that an increase in years of formal school of the
beneficiaries leads to a decrease in profit realized. The implication is that for every
additional year spent in formal schooling by the women, N2,016.52 of her income will be
reduced. The expectation is that increase in formal schooling will lead to an increase in
income since educated women are more likely to have better managerial skills which will
enhance profit from the processing activity resulting to increased income. The possible
explanation could be that the processors do not put into practice what they have learnt in
formal schooling. The findings contradict the findings of Oluwasola (2010) who studied
the stimulation of rural employment and income for cassava processing farming
households in Oyo State, Nigeria. The author found that a unit increase in the level of
education increased the net income of clients by 29.5%.

Years of membership in cooperative societies

The coefficient for years of cooperative membership (610.86) was positive and significant
at 10% level of probability. This relationship implies that the profit increase with increase
in years of membership of cooperatives. Thus, participation of women processors in
cooperative societies positively contributes to income. This is because participation in
cooperative societies provides an avenue for access to information among the women,
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thereby enhancing diffusion of any innovations and improvement in their production. A
study by Rahman and Naoroze (2007) has similarly revealed that rural women’s
participation in cooperative societies for income generation allows them to gain more
control of the economic and social returns.

Ownership structure

The ownership structure of the groundnut processors also influenced the profit of the
women processors. A significant but negative relationship (B= -5064.77, p<0.05) was
however, recorded between this variable and profit. The implication of the relationship is
that the profit of women processors increases as the women move from being sole
owners of their businesses to being in partnership. The reason could be that the
contribution of ideas and/or capital by more than one party together helps increase profit
released from the activity. When there is more than one woman in a business, the
different partners will each give their contribution either financially or otherwise. For
example, when one partner has limited funds to contribute, another partner may have.
These could positively influence their enterprise, consequently increasing their profit.

Nature of involvement in processing

A significant and positive relationship (f = 5002.815, P< 0.01) was observed between the
women’s nature of involvement in processing business and the profit from the activity.
This means that as the women move from being in the business in part-time to full-time
basis, their income will increase. A possible reason for this could be that as full-time
operators in their enterprises, the women are more committed and more focused on their
businesses than part-time entrepreneurs that may have other activities needing their
attention them from the businesses. More commitment could mean more profit, which will
consequently enhance profit.

Market access

Access to groundnut product market had significant and positive influence on profit (B =
3009.693, P<0.05). This means that the higher the access to market, the more the profit.
This is in accordance with a priori expectations. When women have easy access to
markets where their products will easily be sold off at good prices, they will be able to
easily go into the next cycle of production thereby increasing total monthly revenue
earned from the enterprise. All things being equal, this could mean increased income.

Major Constraints Encountered by Women Groundnut Processors

The most prominent constraints faced by women in groundnut processing as shown in
Table 3 were inadequate capital (97%), high cost of raw material (91%), limited access to
credit (88%) and inadequate extension services (85%). Women are constrained by
poverty and do not have capital for starting or even running their businesses (Okoli and
Umeh, 2001). The finding is a common characteristic of most enterprises that are ran by
rural women especially when compared with their male counterpart. Many studies
(Haruna et al., 2006; Ibrahim et al., 2010; Sani and Danwanka, 2011) confirm this finding
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in separate studies. High cost of raw materials is another major constraint associated
with groundnut processing in the study area. The respondents attested that the major
raw material in groundnut processing enterprise (raw groundnut) is very expensive in
spite of the fact that Kano State is a major producing area of raw groundnut. The finding
was confirmed by the findings of lliyasu et al. (2008). Women face a number of barriers
to obtaining credit. Property that is acceptable as collateral, especially land is usually
held by men and formal financial institutions often deem the types of valuable held by
women unacceptable (Quisumbing et al., 1995).

Table 3. Major constraints encountered by women groundnut processors

Constraints Percentage*
Inadequate capital 97.32
Limited extension contacts 82.21
High cost of raw material 91.28
Poor working condition 73.83
Inadequate access to credit 87.58
Poor marketing facilities and opportunities 59.73

*Multiple responses
Conclusion and Recommendations

Groundnut processing into oil and cake is profitable though constrained by inadequate
capital, high cost of raw material and inadequate access to credit. Factors that
significantly influence level of profit realized by the women were age, household size,
years of formal schooling, years of membership in cooperative nature of involvement in
enterprise ownership structure and market access. Women should be encouraged to
form cooperatives for better access to credit, improved equipment, information and other
extension benefits on groundnut processing so as to enhance the ease of production;
there is need for linkages with financial institutions by their respective cooperatives so as
to provide loans to these women who are resource poor to improve their capital base and
take advantage of large scales production; and, there is need for proper marketing outlet
for the products of these women so as to enhance their standard of living through
increase in productivity and profitability.
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