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ABSTRACT  

 
Considerable financial limitations affect small-scale farmers, impeding their livelihood and 
agricultural output due to limited loan availability, high input costs, and unstable markets. These 
issues make it more difficult for farmers to maintain and grow their enterprises. Smallholder 
farmers' access to cash can help them recognize modern farming technologies, increase 
production, and invest in high-quality inputs. This review article investigates the influence of 
financial support on small-scale farming, focusing on capital-providing options such as 
microfinance, government subsidies, and cooperative funding. The article also assesses the 
success of these financial models in various socioeconomic contexts, highlighting the importance 
of institutional support and policy actions. According to research, capital access significantly 
boosts crop productivity, household income, and food security. However, issues such as loan 
repayment difficulties and financial literacy gaps persist. The article discusses solutions for 
ensuring small-scale farmers' long-term financial inclusion, such as digital financial services and 
community-based funding projects. The findings imply that a well-structured capital provision 
framework can have a transformative impact on the lives of small-scale farmers. 
 
Keywords: Agricultural investment; agricultural productivity; capital provision; food security; 
microfinance in agriculture 
 

ABSTRAK 
 

Keterbatasan finansial yang cukup besar memengaruhi petani skala kecil, menghambat mata pencaharian 
dan hasil pertanian mereka karena terbatasnya ketersediaan pinjaman, tingginya biaya input, dan pasar 
yang tidak stabil. Masalah-masalah ini membuat petani semakin sulit untuk mempertahankan dan 
mengembangkan usaha mereka. Akses petani skala kecil terhadap uang tunai dapat membantu mereka 
mengenali teknologi pertanian modern, meningkatkan produksi, dan berinvestasi pada input berkualitas 
tinggi. Artikel tinjauan ini menyelidiki pengaruh dukungan finansial pada pertanian skala kecil, dengan 
fokus pada opsi penyediaan modal seperti keuangan mikro, subsidi pemerintah, dan pendanaan koperasi. 
Artikel ini juga menilai keberhasilan model-model finansial ini dalam berbagai konteks sosial ekonomi, 
dengan menyoroti pentingnya dukungan kelembagaan dan tindakan kebijakan. Menurut penelitian, akses 
modal secara signifikan meningkatkan produktivitas tanaman, pendapatan rumah tangga, dan ketahanan 
pangan. Namun, masalah-masalah seperti kesulitan pembayaran pinjaman dan kesenjangan literasi 
keuangan tetap ada. Artikel ini membahas solusi untuk memastikan inklusi keuangan jangka panjang 
petani skala kecil, seperti layanan keuangan digital dan proyek pendanaan berbasis masyarakat. Temuan-
temuan tersebut menyiratkan bahwa kerangka penyediaan modal yang terstruktur dengan baik dapat 
memiliki dampak transformatif pada kehidupan petani skala kecil. 
 
Kata kunci: Investasi pertanian; keuangan mikro di bidang pertanian; ketahanan pangan; penyediaan 
modal; produktivitas pertanian.   
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INTRODUCTION 

 
The agricultural industry is critical to 

global food security and economic 

development, especially in rural areas 

where small-scale farmers are the 

majority. Smallholder farming 

substantially contributes to the 

agricultural GDP of many developing 

countries. However, these farmers face 

financial constraints that limit their 

productivity and income levels (World 

Bank, 2020; Murtaza et al., 2021). Limited 

access to credit, high input costs, and a 

lack of financial literacy impede their 

capacity to embrace modern agricultural 

technologies and practices (FAO, 2021; 

Sundari et al., 2023). Capital provision is 

an important technique for overcoming 

financial barriers and improving 

smallholder farmers' livelihoods. Various 

financial mechanisms, including 

microfinance institutions (MFIs), 

government subsidies, cooperative 

societies, and private-sector investments, 

have been deployed globally to varied 

degrees of success (Karlan et al., 2018). 

Effective capital provision models ensure 

that farmers have access to finances for 

investing in improved seeds, fertilizers, 

irrigation systems, and mechanized tools, 

resulting in enhanced production and 

incomes (Pingali et al., 2019). Small-scale 

farmers frequently rely on informal 

lending sources such as local money 

lenders, friends, and relatives, who might 

charge high interest rates, trapping them 

in debt cycles. Formal financial 

institutions, such as banks and 

microfinance institutions, provide a more 

structured approach, but they frequently 

need collateral and substantial 

documentation, which many smallholder 

farmers lack (Morduch, 1999). As a result, 

there is increased interest in alternative 

finance models tailored to the specific 

needs of small-scale farmers, such as 

mobile banking, cooperative funding, 

and blockchain-based financial services 

(Jack & Suri, 2016). Government 

initiatives have been crucial in giving 

financial support to small-scale farmers. 

Many governments have adopted 

subsidy programs to lower the cost of 

vital inputs such as fertilizers, herbicides, 

and improved seeds. For example, in 

India, the Pradhan Mantri Kisan Samman 

Nidhi (PM-KISAN) plan offers farmers 

direct income support, assisting them in 

managing farming expenses (Indian 

Ministry of Agriculture, 2022). Similarly, 

Nigeria's Anchor Borrowers' Programme 

(ABP) has improved farmers' access to 

financing, resulting in higher agricultural 

productivity (CBN, 2021). However, 

problems such as bureaucratic 

inefficiency, corruption, and fund release 
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delays impede the success of these 

initiatives (Banerjee & Duflo, 2017). In 

addition to government initiatives, 

cooperative societies and farmer groups 

have developed as viable funding 

sources. Cooperatives pool resources 

from several farmers, allowing them to 

obtain loans at reduced interest rates, 

share farming equipment, and benefit 

from bulk purchasing of inputs (Aghion 

& Morduch, 2018). Cooperative farming 

has proven successful in Kenya and 

Ethiopia, where farmers pool resources 

and market their produce more 

effectively (ILO, 2020). Poor 

administration, a lack of transparency, 

and limited access to external funding 

remain significant issues for agricultural 

cooperatives (Birchall, 2004). 

Technological improvements have 

opened up new financing opportunities 

for small-scale farmers. Digital financial 

services like mobile banking and fintech 

solutions have transformed rural credit 

and insurance access. In Kenya, the M-

Pesa mobile money platform allows 

thousands of smallholder farmers to 

receive payments, save money, and 

access microloans without a traditional 

bank account (Suri & Jack, 2016). 

Similarly, blockchain technology has been 

studied as a transparent and efficient way 

to facilitate peer-to-peer financing and 

contract farming arrangements 

(Kamilaris et al., 2019). Despite these 

advances, small-scale farmers continue to 

confront obstacles to financial inclusion. 

Financial illiteracy is a big challenge for 

farmers, limiting their ability to make 

informed financial decisions. Many 

farmers lack the skills to manage loans 

efficiently, resulting in repayment 

troubles and financial distress. 

Educational programs and training 

activities to enhance farmers' financial 

literacy can help them use financial 

resources more effectively (Miller et al., 

2019). Capital provision plays a crucial 

role in sustainability by enabling 

investments in eco-friendly technologies, 

efficient resource management, and long-

term business resilience. Adequate 

financial support fosters sustainable 

practices, reducing environmental impact 

while ensuring economic stability. This 

review paper investigates several 

methods of capital provision, their 

effectiveness, and the problems 

associated with implementing financial 

interventions for small-scale farmers. The 

discussion will include a study of 

worldwide case studies, policy 

recommendations, and methods for 

ensuring long-term financial inclusion in 

agriculture. 

METHODS 
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This review uses secondary data 

from published research publications, 

reports, and statistics databases. The 

methodology entails a comprehensive 

review of papers on financial aid for 

small-scale farmers, focusing on case 

studies from various locations.  

Study design 

This study used a systematic 

review approach to assess the effects of 

capital provision on the livelihoods of 

small-scale farmers. The PRISMA 

(Preferred Reporting Items for Systematic 

Reviews and Meta-Analyses) protocol 

was used to guarantee complete and 

transparent reporting of the techniques. 

Keywords search criteria 

Table 1. Searching keywords across databases. 

Keywords 
Boolean 

operators 
Description 

Capital OR Funding AND Keywords related to financial support 
Small-scale farmers AND Keywords referring to the target population 
Livelihood OR Income AND Keywords related to farmers' quality of life or income 
Agriculture AND Keywords related to the agricultural context 
Microfinance OR Loans AND Keywords related to financial services 
Impact OR Effect AND Keywords focusing on outcomes 

 

Keywords input  

 

Figure 1. Keywords search and their status year-wise. 
 

Table  2. Database and inclusion criteria 

Criteria Details 

Databases Google Scholar, Scopus, Web of Sciences 

Inclusion criteria 1. Studies published only in English  

2. Empirical studies (quantitative, qualitative, or mixed-methods) 

3. Studies that focus on capital provision interventions and their 

outcomes on small-scale farmers' livelihoods 

4. Studies with transparent reporting of methods and outcomes 
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Table 3. Data extraction and quality assessment  
Category Details 

Study characteristics - Author (s) 
- Year of publication 
- Country of study 

Intervention details Type of capital (e.g., microfinance, subsidies, loans, grants) 
- Amount of capital  
- Duration 
- Conditions 

Outcomes measured - Impact on income 
- Agricultural productivity 
- Quality of life  

- Other livelihood indicators 

Methodology - Study design  
- Sample size 
- Statistical methods used 

Risk-of-Bias assessment - Tool used (e.g., Cochrane risk of bias tool) 
- Assessment of study quality (e.g., low, moderate, high bias) 

Data synthesis and analysis 

 
A complete literature search was made 

utilizing several electronic databases, 

including Google Scholar, Scopus, and 

Web of Science. We considered research 

published between 2000 and 2024 to 

ensure we included relevant literature. 

The search focused on studies 

examining how capital or financial 

support affected the livelihoods of 

small-scale farmers (Figure 2). 

 
RESULT AND DISCUSSION 

The provision of capital was found to 

increase significantly farm output. Key 

parameters were assessed, including 

production per hectare and crop variety 

adoption. 

Average yield 

Crop yields increased by 25% after 

getting capital support for upgraded 

inputs such as seed varieties and 

fertilizer. The increase was more 

significant for staple crops (e.g., rice, 

maize) than cash crops (e.g., chili, 

tomatoes). 



Jurnal Hexagro. Vol. 9. No. 1. February 2025   P-ISSN: 2459-269E-ISSN: 2686-3316 
DOI: 10.36423/hexagro.v9i1.2113 
 

 

26 

 

Table 2. Major differences across 
different crops before and after 
capital injection 

Crop 
type 

Yield 
before 
capital 

(Kg/ha) 

Yield 
after 

capital 
(kg/ha) 

Increase 
% 

Rice 3500 4250 21.43% 
Maize 2800 3400 21.45% 
Chili 1200 1600 33.33% 
Tomatoes 1800 2300 27.78% 

Small-scale farmers require 

finance to improve their productivity 

and profitability. The findings of this 

study show that farmers who received 

financial assistance experienced 

significant increases in crop yields, with 

an overall yield increase of 25%, which 

is consistent with findings from several 

studies that suggest that capital access is 

a major driver of agricultural 

productivity (Muriithi et al., 2016; 

Barrett et al., 2018).  

Financial aid allowed farmers to 

invest in high-quality seeds, fertilizers, 

and pest management solutions, 

resulting in improved crop production. 

Crops that require more inputs, such as 

chili and tomatoes, had higher yield 

gains than mainstay crops like rice and 

maize. (Ahmad et al., 2021). This is 

similar to the findings of Duflo et al. 

(2011), who discovered that investments 

in high-value crops typically result in 

better returns due to specialized inputs 

and market demand.  

Income growth 

Table 3. Income growth before and 
after capital utilization 

Group 

Income 

before 
capital 
(USD) 

Income 

after 
capital 
(USD) 

Increase 
% 

Group-A 500 750 50% 
Group-B 400 600 50% 
Group-C 350 500 42.86% 

Groups A, B, and C are the classification 

of table values. We reviewed the 

literature and concluded that these three 

groups had been named accordingly to 

classify the differences.  

Improved farming techniques and 

easier availability of modern 

agricultural inputs contributed to 

increased production. Capital enables 

farmers to adopt improved tools and 

technologies, allowing them to satisfy 

market demands better and improve the 

quality of their produce, which instantly 

boosts yields (Sundari et al., 2023b). In 

addition to enhancing farm production, 

capital provision significantly impacts 

farmers' earnings. The findings 

demonstrate that income levels grew by 

up to 50% in some groups, reflecting the 

greater productivity that comes with 

more farm inputs. This rise in income is 

consistent with other research findings, 

which suggest that financial support for 

smallholders can result in immediate 

economic advantages (Banerjee et al., 



Jurnal Hexagro. Vol. 9. No. 1. February 2025   P-ISSN: 2459-269E-ISSN: 2686-3316 
DOI: 10.36423/hexagro.v9i1.2113 
 

 

27 

 

2015). Income growth is especially 

essential in rural communities, where 

agriculture is a significant source of 

revenue. Farmers' general well-being 

improves as their income increases. It 

agreed with the findings of Kumar et al. 

(2017), who found that capital support 

for smallholders improves farm 

productivity while promoting 

socioeconomic development.  

Furthermore, increased income 

enables farmers to reinvest in their 

businesses and diversify their income 

streams, providing resilience to market 

changes and climate-related issues.  

Social well being 

Farmers reported higher levels of social 

well-being, including better access to 

healthcare, education, and community 

development. Financial literacy and 

sustainable farming methods were also 

taught as part of the capital support 

program. 

The study's statistics on 

enhanced access to healthcare and 

education highlight the broader benefits 

of financial assistance, proving that 

higher farm incomes lead to a more 

stable and prosperous lifestyle for 

farming families. Adopting sustainable 

agriculture practices, such as organic 

fertilization, crop rotation, and 

integrated pest management, has also 

expanded dramatically since capital 

supply (Ahmad et al., 2023).  

 
Table 4. Increasing social well-being after capital support.  

Indicator 
Before capital 

support 
After capital 

support 
Change % 

Access to healthcare 50% 75% 50% 
Access to education 40% 65% 62.5% 
Community participation 30% 60% 100% 

Adoption of sustainable practices 

Thanks to increased finance, farmers 

could adopt more sustainable farming 

practices such as organic fertilizers, crop 

rotation, and integrated pest 

management. 

Table 5. Adoption of sustainable practices after capital is utilized.  

Practice 
Adoption rate 

before (%) 
Adoption rate 

after (%) 
Change (%) 

Organic fertilizers 30% 60% 91.4% 
Crop rotation 25% 50% 89.4% 
Integrated pest management 20% 55% 90% 
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Long-term agricultural productivity 

requires sustainable methods, and their 

implementation is frequently 

dependent on financial resources. The 

findings of this study indicate that when 

farmers are given funds, they are more 

likely to invest in environmentally 

friendly agricultural methods, which 

have been demonstrated to increase soil 

health and reduce reliance on chemical 

inputs (Pretty et al., 2018; Prihantini et 

al., 2024). This is particularly important 

in climate change, as smallholders are 

exposed to changes in weather patterns 

and other environmental pressures. The 

higher adoption of sustainable 

techniques seen in this study is similar 

to the findings of Glover et al. (2012), 

who propose that financial support can 

assist farmers in transitioning to more 

sustainable agricultural systems. 

Combining financial literacy and 

sustainable farming training with 

capital provision ensures farmers have 

the resources and knowledge to make 

long-term decisions that benefit their 

farms and the environment. This dual 

approach is critical for promoting 

sustainable agriculture at the 

smallholder level because it allows 

farmers to benefit from capital 

investment while ensuring that their 

practices help the environment and food 

security. Financial assistance enhances 

agricultural productivity, increases 

household income, improves social 

well-being, and promotes 

environmentally friendly farming 

techniques. These findings highlight the 

significance of integrated support 

programs that combine financial aid 

with training in contemporary, 

sustainable farming techniques. To 

optimize the benefits of capital 

assistance, authorities should explore 

improving smallholders' access to 

financial services, particularly in rural 

regions, and combining financial aid 

with educational programs that focus on 

agricultural innovation and financial 

management. 

 
CONCLUSION  

The study's findings demonstrate the 

transformative influence of capital 

provision on smallholder farmers' 

livelihoods by increasing agricultural 

output, raising income levels, 

improving social well-being, and 

supporting sustainable farming 

methods. The availability of financial 

resources enabled farmers to invest in 

high-quality seeds, fertilizers, and 

advanced agricultural practices, 

resulting in a massive increase in crop 

yields. The study found that overall 



Jurnal Hexagro. Vol. 9. No. 1. February 2025   P-ISSN: 2459-269E-ISSN: 2686-3316 
DOI: 10.36423/hexagro.v9i1.2113 
 

 

29 

 

production increased by 25%, with high-

value commodities such as peppers and 

tomatoes seeing even more significant 

gains due to their need for specialized 

inputs. It is consistent with earlier 

research demonstrating that financial 

access is an essential driver of 

agricultural output, particularly among 

resource-constrained farmers. Increased 

production led to increased market 

participation, allowing farmers to fulfill 

demand better and enhance their 

economic standing. Apart from 

production, financial assistance was 

critical in increasing farmers' earnings. 

According to the study, farmers who got 

capital had their income grow by up to 

50%, proving the direct economic 

benefits of agricultural financial 

support. Capital provision has 

encouraged the adoption of sustainable 

agriculture methods, which are critical 

for long-term food security and 

environmental resilience. Governments 

should prioritize improving 

smallholder farmers' access to capital, 

combining financial aid with 

agricultural education and market 

linkages. Strengthening rural financial 

services and ensuring that capital 

provision is accompanied by training in 

financial literacy and sustainable 

practices will be critical to maximizing 

advantages for small-scale farmers. 

Financial interventions, when 

implemented holistically, can assist in 

establishing resilient farming 

communities, secure food production, 

and sustainably improve rural 

livelihoods. 
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