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Abstract

The study analyzed the consumption expenditure of rural farming households in 

Isuikwuato L.G.A of Abia State, Nigeria. Primary data were collected from 100 farming 

households. A multistage random sampling technique was used in selecting the 

respondents. Farming households in the study area were visited every fortnight after some 

cross sectional information has been collected on their socioeconomic characteristics and 

other variables with structured questionnaire. The fortnightly visitation was of collection 

of information on the same variables on consumption expenditures of households. Data 

were analyzed using frequency distributions and multiple regression analysis. The result 

showed more income in cash and kind accrued to the households from non-farm 

employments of petty trading and services. The age of the farmers (0.09784), primary 

occupation (0.75042), years of education (0.66025), household size (0. 14529), farm size 

(0.53619) and credit access (1.3826) were the factors that significantly determined the 

income of the farming household. Also, the significant determinants of household 

consumption expenditure were age (-0.7498) of household head, educational level 

(0.8960), household size (0.8615) and net farm income (0.825). Based on the findings 

from the study, it is recommended that government should form a strong partnership with 

the rural farming households in providing more lands, credit facilities and encouraging 

formal education of the rural farming households for improved standard of living.

Keywords: consumption expenditure, rural farming households.

Introduction

Household food consumption expenditure is a critical issue in most developing countries 

(Obayelu, 2009). Several studies have focused on analyzing factors associated with 
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consumer income and choices. The level of household income is often a determinant of 

expenditure and largely a reflection of differences in living standard. The proportion of 

household expenditure on food is usually very significant and can be used in assessing 

general household's consumption in many developing economies. There is also a higher 

propensity of households with higher income to spend a bigger proportion of the food 

budget on a diversified diet thus improving the nutritional status of the household 

members. This is especially meaningful in developing countries where food expenditure 

accounts for a relatively large share of household income.  

Consumption may be simply defined as the total demand for all consumer goods and 

services. Anyanwu (1995) defined consumption as the spending by households on goods 

and services such as clothing, food items, entertainment, health services and acquisition 

of assets among others. Arising from this definition is the concept of consumption 

function which shows the relationship between consumption and disposable income. The 

term “consumption” originates from Lord Keynes psychological law which says that men 

are disposed as a rule on the average to increase their consumption as income increases but 

not by as much as the increase in income. This law is known as the Absolute Income 

Hypothesis (AIH). However, further investigation into the determinants of consumption 

expenditures have revealed that consumption expenditure is determined by many other 

factors aside from income. At the macro levels, Colander (2001), Jhingan (2002), 

Koutsouyiannis (2001) and Iyoha (2001) identified interest rate, relative prices, capital 

gains, wealth, liquid assets, attitude and expectation and availability of consumer credit 

among others as determinants of consumption expenditure. Consumption is a major 

component of aggregate demand. In Nigeria today, a sizeable percentage of the nations' 

population reside in the rural areas. A country cannot be adjudged developed without 

significant improvement in the standard of living of the rural dwellers. Given the 

importance of the rural areas in the nations' development and the significance of 

consumption as a major component of aggregate demand, there is need to examine the 

consumption profiles in different subsectors of the economy. 

Aggregate household savings and the cost of household consumption have often been 

used as measure of consumer welfare (Ukoha, 2007). Consumption expenditure among 

rural households can be described as unsatisfactory based on the poverty index of rural 

dwellers in the country (FAOSTAT, 2004). This is evident in the decline of small scale 

farm households' ability to provide for their consumption expenses as well as basic 



amenities. 

The broad objective of the study was to examine the determinants of consumption 

expenditure of rural farm households in Isuikwuato Local Government Area of Abia 

State, Nigeria. The specific objectives of the study were to:

i. Examine the income generation strategies among rural farming households in the 

study area.

ii. Determine the factors that influence the income of rural farming households in the 

study area.

iii. Determine the factors that influence the consumption expenditure of the rural 

farming households in the study area.

Methodology

The study area

The study was carried out in Isuikwuato Local Government Area of Abia State, Nigeria. 
O I ״ 

The Local Government Area is located at the latitude of 5 80 4.81 North and longitudes 
o I I

7 47 and 54.66 with the altitudes 97m above sea level. It had a population of about 115, 

749 (National Bureau of Statistics, 2006).

Sampling technique

Multistage sampling technique was used for the study. First, Isuikwuato Local 

Government Area of Abia state was purposively selected because of the familiarity of the 

Local Government Area with the researcher. In the first stage, five (5) communities were 

randomly selected from the communities in Isuikwuato. In stage two, two (2) villages 

were randomly selected from each of the autonomous communities selected. In the third 

stage, 10 (ten) farming households were randomly selected giving a total sample size of 

one hundred (100) respondents. 

Model specification

i. Determinants of income

Multiple regression model is implicitly specified as follows:

Y=f(X , X , X …..X )…1.01 2 3 9
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Y=Rural household income (Naira)

X =Age of household head (Years)1

X =Gender of household head (Male=1, 0=female)2

X =Educational level of the household head (Measured by years of formal education)3

X =Household size (Number)4

X =Value of asset (Naira)5

X =Credit amount (Naira)6

X =Farming experience (Years)7

X =Marital status (1=Married, 0=Otherwise)8

X =Membership of cooperative (1=Member, 0=Otherwise)9

ii. Determinants of consumption expenditure function

Multiple regression model is implicitly specified as follows:

Y=f(Z ,Z ,Z …..Z )…2.01 2 3 8

Y=Consumption expenditure for the household in a year (Naira)

Z =Age of household head (Years)1

Z =Sex of household head (Male=1, 0=female)2

Z =Educational level of the households (Years)3

Z =Household size (Number)4

Z =Farming experience (Years)5

Z =Farm size (Ha)6

Z =Net farm income (Naira)7

Z =Marital status (1=married, 0=Otherwise)8

Results and Discussion

Composition of income of rural farming households

The income composition of rural farming households is presented in Table 1.0. 

Table 1 shows the income pattern and how much different income sources contributed to 

total farmers' income in the study. The analysis provides background information on the 

amount and sources of income earned by an average rural household farmer. The result 

indicates that the small holder farmers derived income from farming, which accounted for 

more than half (72.84%) of total income on average. The other income (27.17) was 

derived from different off-farm sources. Crop farming, which is mainly subsistence in 
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nature, is by far the most important single source of income for the farming households, 

providing about 46.44% of total income. Despite the growing skepticism on the role of 

agriculture for reducing poverty among rural households, this result shows that, it remains 

the major source of rural household income.

A low proportion of the farmers derive income from livestock enterprises, income from 

this source was only 24.6% of total income. This suggests that the type of livestock 

activities is small scale, mostly extensive free range backyard type. Also, a good number 

of rural household farmers in the study area received income from off-farm sources, and 

self-employed income. Self-employed income was mainly derived from handicrafts, food 

processing, shop keeping and other local services, as well as trade in agricultural and non-

agricultural goods. The reasons for this include the need to earn cash income to meet 

urgent financial need, reduce income risk and finance farm expansion (Reardon, 1997).

Another important income source comprises capital earnings, pensions etc contributing 

8.33% to total income. Meanwhile, 1% of the households receive remittances from local 

and international sources. Given that smaller proportion of the households receives 

remittance income, which contributes a smaller share of total income, it is the least 

important income sources for the farmers in the study area.

 
Table 1:  Income Pattern of Rural Farming Households  

Field Survey, 2017
 

Income pattern  
Mean income of  

Households
 

( ₦ )        

Share of total  

Income  (%)  

Farm income   

Income from crop enterprise  48,157.26                  46.44  

Livestock income  27,369.75                    26.4  

Total farm income  75,527.01                    72.84  

Off farm income    

Remittance     1,040.34                                               1.003  

Self employed     18,487.39                    17.83  

Other income (capital earnings 
pension, etc)     8,640.00                    8.33  

Total  off -farm income    28,167.00                    27.17  

Total household income  103,694.70   
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Household expenditure of rural farmers in Isuikwuato Local Government Area

i. Average per-monthly expenditure of rural household farmers

The average monthly expenditure of the rural household farmers is presented in Table 2.0

ITable 2.0 shows the consumption expenditure pattern of the farmers in Isuikwuato 

L.G.A of Abia state and the value and percentage of the different items to total farmers' 

expenditure in the area. The analysis provides background information on the amount 

spent on each item by an average small holder farmer in the study area. The result 

indicates that foodstuff engulfed about 44.92% of the total monthly consumption 

expenditure on average followed by education (15.81%), shelter and clothing (15.55%) 

and health care (12.73%). This result is as expected as food, shelter and clothing are the 

basic necessities of life while education on its own is the right of every child. Least 

amount was spent on repairs of household properties (0.46%) and taxes/levies 

(0.56%).Festival/ceremony, toiletries, bills/utilities, transportation and other 

expenditures contributed 2.45%, 1.44%, 1.22%, 1.87% and 2.96% respectively. This 

result implies that the farmers in the study area lived below poverty line as they consumed 

about ₦17,000.00 per month. This figure is a far cry from the required about 1 dollar per 

person according to FAO (2012).

Table 2.0: Average per Monthly Expenditure of Rural Household Farmers 

Field Survey, 2017 

 

 

Item Value (? )         Percentage share (%) 

Food stuff 45,001.00              44.92 

Healthcare 12,755.00              12.73 

Festival/Ceremony   2,455.89              2.45 

Toiletries 1,444.21              1.44 

Taxes/levies       560.27                0.56 

Repairs of household property       456.33                0.46 

Shelter and clothing  15,583.11                                           15.55 

Education  15,840.00              15.81 

Bills/Utilities    1,221.36                1.22 

Transportation    1,877.95                1.87 

Other expenditure    2,966.65                2.96 

Total  100,170.77             100.00 
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Determinants of income of rural household farmers in Isuikwuato Local Government 

Area of Abia State

The result on factors influencing rural household farm income is presented in Table 3

Exponential functional form was chosen as the lead equation from the analysis based on 

conformity with a priori expectation of signs, magnitude of coefficients, overall 

significance of the functional form (F-statistics) as well as the explanatory power of the 

variables included in the model. The result explained 98.28% of the total variation in the 

income level of the farmers in the study area at 1.0% which attests to the overall 

significance of the regression result.

Specifically, the coefficient of age (0.09787) was positive and highly significant at 1.0% 

probability level. This shows that an increase in age of the rural household farmers would 

stir up increase in household income The magnitude of the increase in income level as a 

result of a unit change in the age of farm households was 0.10%. This is contrary to a priori 

expectation. It is likely that the older farm households in the study area were still 

economically active with high income earning opportunities and have made several 

income generating investments which accounted for the posture of this result. Meanwhile, 

this result is contrary to Omomona (2009) who opined that at the early stage of life, earning 

rise before gradually declining in later years. He further noted that this is usually the case 

for households who are into energy-sapping occupation like farming. This ability to work 

large farms with crude implements declines with age. So as age increases, income shrinks, 

which automatically reduces expenditure.

The coefficient of educational level (0.66025) had positive influence and is statistically 

significant at 1%. The implication is that as the educational level of the rural household 

farmers increased, income likewise increased. This is in consonance with a priori 

expectation. The level of literacy would enable the farmer to be able to adopt modern 

methods of farming. This agrees with Eze (2007) that the ability to read and write would 

enable farmers to utilize effectively and efficiently available farm resources. Good farm 

management strategies derivable from education will result in high yield which in turn 

results to increased income (Olawuyi and Adetunji, 2013). The coefficient of farm size 

(0.53619) was positive and statistically significant at 1.0% alpha level. This indicates that 

an increase in farm size leads to an increase in income of small holder farmers. This sign of 

the coefficient conforms to a priori expectation. This result is tandem with that of Onwuka 

(2005) that the larger the farm, the more quantities of input that would be needed in the 
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farm, hence, greater investment expenditures and income. This result is expected because 

large farm size leads to gains known as economies of scale (Onyebinama, 2004). 

Meanwhile, this finding contradict Anyiro and Oriaku (2011) that suggest efficiency in the 

use of land rather than expansion of cultivated areas as a necessary requisite that could 

increase farmers income.

Rural household farmers' access to farm credit (1.3826) gave a positive coefficient and 

was highly significant at 1.0% alpha level, indicating that an increase in farmers' access to 

farm credit would increase farm income. The sign of this variable conforms to a priori 

expectation. Access to credit has been identified as an important factor in farm business 

and useful in funding transaction cost for farm wage activities (Ibrahim and Srinivasan, 

2013). It is also regarded as one of the key elements in raising productivity and income 

(UNDP, 2005). An increase in the household size (0. 14524) would increase the total farm 

income of small holder farmers. This was in view of the statistical significance (1.0% 

alpha level) and positive coefficient of household size. This is in agreement with a 

priorexpectation. Increase in household size has implication on farm labour supply which 

minimizes the amount spent on hired labour, thus maximizing profit. 

Table -3: Ordinary Least Square Estimates of the Factors Influencing Rural Household 
Farm Income

Variables Linear +Exponential Semi log Double log
Constant -38133.25 7.9423 46285.22 6.885725

(-1.02) (13.22)*** (0.40) (4.59)***

Age (X1) -143.6695 0.09787 -2088.397 0.7758773
(-0.21) (7.01) *** (-0.10) (2.23)**

    

Primary occupation (X2)

 

19672.35

 

0.75042

 

51818.26 0.4578355
(2.83)***

 

(4.68)***

 

(1.36)

 

(2.12)**

    

Educational level (X3)

       

3964.413

 

0.66025

 

18329.0 0.1291195
(0.67)

 

(5.33)***

 

(1.74)* (0.61)

    

Household size (X4)

       

2586.816

 

0.14524

 

23020.01 0.1895723
(1.25)

 

(2.88)**

 

(1.84)* (0.73)

    

Farm size (X5)

 

21758.97

 

0.53619

 

35268.19 0.8744072
(5.88)***

 

(5.89)***

 

(5.21)*** (8.58)***

    

Farming experience (X6) 

      

-1294.469

 

-0.02293

 

-8046.671 -0.1393655
(-1.46)

 

(-1.04)

 

(-1.77)* (-1.39)

    

Co-op membership (X7)

 

-14252.72

 

0.01970

 

-23951.07 -0.0305913
(-1.34)

 

(0.12)

 

(-1.15) (-0.13)

    

Credit access(X8)

 
16363.13

       
1.3826

 
19124.71 0.1380492

 

(1.50)*

 

(5.84)***

 

(0.74)

 

(0.57)
    

R2

 
0.2788

 
0.9828

 
0.5544 0.5306    

F-
 
ratio

 
4.72***

 
801.70***

 
12.03*** 10.80***

Source:
 

Field Survey, 2017 , +Lead equation, ***1% level of significance, ** 5% level of 
significance, *10% level of significance, values in parenthesis are the t -value.
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Determinants of expenditure of rural household farmers in Isuikwuato Local 

Government Area of Abia State

The result on determinants of expenditure is represented in Table 4

The double log functional form was chosen as lead equation based on the number of 
2 

significant variables, the F-ratio, the value of R and conformity with apriori expectations. 
2 

The F-ratio was significant at 1% showing the overall significant of the result. The R was 

0.652 which implies that 62.5% of the total variation in the dependent variable 

(consumption expenditure of the rural household farmers) was explained by the 

independent variables in the model.

The study also shows that the coefficient of age (-0.7498) of the household head and 

consumption expenditure were inversely related. This result implies that the respondent 

spent less as they get older. This could be attributed to the fact that the farmers' income 

reduces as they get older and, thus,ff their expenditure. 

The coefficient of education (0.8966) was positively signed and statistically significant at 

1% alpha level, suggesting positive effect of education on consumption expenditure of 

rural household farmers. This is suggestive of the fact that as one acquires more education, 

it influences his competences and his income (Eze, 2007). With increase in income, 

expenditure is also expected to increase. The coefficient of household size (0.8615) was 

statistically significant and positively related to consumption expenditure of rural 

household farmers. This result implies that a unit increase in the household size of the 

respondents results in increase in the consumption expenditure of rural household 

farmers. This is because large household sizes could mean large number of mouths to be 

fed, hence the increased consumption expenditure.

The coefficient of net farm income (0.825) was significant and positive at 5.0% level of 

probability. This implies that an increase in net farm income of respondents will stir up 

increased amount spent on consumables. Hence, they are more likely to invest more funds 

in the household upkeeps. This result also shows that households spent more with rising 

net farm income.
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Table 4 Ordinary Least Square Estimates of Determinants of Consumption 
Expenditure of Rural Household Farmers 

Variables Linear Exponential Semi log +Double log 
Constant         6.823 1.626 11.508 12.840 

 
(1.669)* (0.999) (0.6251) (0.0234) 

     
Age (X1) -0.013      0.01 -0.2306 -0.7498 

 
(-0.892)    (0.811)** (-1.31) (-3.002)*** 

     
Gender (X2)        2.332       0.331 -0.03 2.011 

 
(1.728)*   (0.960) (-1.80)* (1.333) 

     
Educational level (X3)       -142.007 0.0045 0.05        0.8966 

 
(-0.330) (0.703) (0.64)        (11.210)*** 

     
Household size (X4)       3.648 13340.86 -0.57 0.8615 

 
(0.602) (1.129) (-1.741)* (1.824)** 

     
Farm size (X5)        0.699 2.880 0.03 0.452 

 
(0.652) (0.703) (3.45)*** (0.320) 

     
Household composition 
(X6)       0.018676 -697.626 

0.024 
-0.6444 

 
(1.714)* (-1.206)** (0.201) (0.141) 

     
Marital status (X7) -0.614 1.626 1.23 13.14 

 
(-0.37231) (3.349)*** (1.020) (0.120) 

     
Net farm income(X8) 6.823     0.001 0.44 0.825 
 (1.759)* (5.811)*** (2.680)*** (2.242)** 
     
R2 0.237 0.421 0.562 0.625 

     F- ratio 14.509*** 21.207***  21.146*** 28.328*** 

Source: Field Survey, 2017, +Lead equation, ***1% level of significance, ** 5% level of 
significance, *10% level of significance, values in parenthesis are the t-value. 
 
 
 

 

Conclusion and Recommendations

Farming households are faced with the problem of inadequate inputs for farming as result 

of their income levels. The incomes of the respondents were basically from farm and off- 

farm sources. The income levels also determined the expenditure profile of the farming 

households in the study area. Some socioeconomic factors significantly influenced the 

income and expenditure of these farming households.
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Based on the findings from the study, the following recommendations were made:

1. The rural farmers should form cooperatives that will enable them to pool their 

resources in order to expand their income and thus their expenditure profile.

2. The significant variables that influenced income and expenditure of the households 

should be taken into consideration in policy issues.
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