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The study investigated the economic determinants of loan repayment to 
large and Small Scale Farmer-Beneficiaries of Bank of Agriculture (BOA) 
Loans from 2010-2016 in Anambra State, Nigeria. The specific objectives 
were to determine the socio economic characteristics of the beneficiaries, 
ascertain the determinants of loan repayment and problems militating 
against loan repayment by the farmers. Multistage sampling involving 
purposive and random sampling methods were used to select 256 
respondents for the study. Primary data were collected using two sets of 
questionnaires; one for the farmers and the other for the bank officials while 
secondary data were sourced from loan transaction records in the 
headquarters and branch offices of BOA in the State. Data were analyzed by 
means of descriptive statistics and multiple regression models. Findings 
indicated that the large scale farmers were more advanced in age, educated 
and had higher years of farming experience than the small scale farmers, 
who however, were better at repayment. Significant determinants of loan 
repayment by the large scale farmers were educational level, annual farm 
income, total annual income, amount of loan disbursed and interest rate 
while gender, annual farm income, total annual income, amount of loan 
disbursed and interest rate were the significant determinants for the small 
scale farmers. Poor returns, low market price and family commitment were 
the major constraints. The minimization of bureaucratic procedure involved 
in the administration of the facilities and government, through the Central 
Bank, should consider reducing cost of lending for agricultural enterprises 
by lowering the interest rate further were recommended. 
 
Key words: Determinants, loan, large and small scale, beneficiaries. 

 
 
INTRODUCTION 
 
Agricultural sector is an engine room for sustaining growth 
of Nigeria economy and still remains the mainstay our 
economy by providing food for the teeming population, 
creates jobs as well as wealth, raw materials for the 
industrial sector and foreign exchange earnings Nkamigbo 
et al. (2019). According to Lawal and Ette (2006), the sector 
accounted for well over 80% of the export earnings and 

about 50% of government revenue in the 1960s prior to the 
discovery of crude oil. Unfortunately, over the years the 
sector has witnessed tremendous decline in its contribution 
to the national output. Currently, agriculture is contributing 
about 42% of the gross domestic product (GDP) of Nigeria 
(Central Bank of Nigeria (CBN), 2011). One of the reasons 
for   decline   in    the   contributions  of   agriculture   to   the  
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economy of Nigeria is lack of a stable National Credit policy 
and paucity of credit institutions which can assist farmers 
(Afolabi, 2010; Nwachukwu and Alamba, 2010).  

Credit is a crucial factor in the development of the rural 
sector. One of the major inputs identified over the years in 
the development of the agricultural sector has been the 
agricultural credit (CBN, 2005). 

Access to credit facilities of these poor rural people has 
the potential of making the difference between eradicating 
poverty and securing life economically as well as enhancing 
agricultural productivity (Zeller and Sharma, 1998). One of 
the problems confronting farmers and consequently 
agricultural productivity and growth in Nigeria is 
inadequate capital despite the glaring contributions of 
agricultural sector in the overall economic development of 
the country (Odoemenam and Obinne, 2010). For instance, 
agricultural credit in Nigeria as a percentage of banks’ total 
credit was 1.4% in 2008 and has averaged 2.5% over the 
last few years. Agricultural credit is closely related to 
providing needed resources, which most farmers cannot 
source from their personal savings. In this regard, the 
provision of credit has to be made a vital way of promoting 
agricultural development in Nigeria. 

The provision of this input is very important because 
credit or loanable fund (capital) is viewed as more than just 
another resource such as labour, land, equipment and raw 
materials. It determines access to all of the resources on 
which farmers depend. Some authors like Nwaru (2011) 
and Essien et al. (2013) blame shortage of agricultural 
credit on commercial banks’ reluctance to offer credit for 
farming enterprise in Nigeria. Banks refers to farmers 
(especially small-scale farmers) as “bad risks and 
unbankable” and therefore adopt risk averse attitude 
towards them. For instance, Eboh et al.(2011) observed 
that the agricultural sector which accounted for the largest 
single portion (about 42%) of national output (GDP) was 
the least favoured by commercial banks in terms of loans 
and advances among all economic sectors. From 2006 to 
2008 the average annual flow of bank credit was mere 
2.27% (CBN, 2009), and only about 18% of farm 
households had access to financial services in Nigeria 
(Akramov, 2009). The CBN (2008) also reported that only 
2.5% of total commercial bank loans and advances were 
directed at agriculture. A direct consequence of this 
situation is the general poverty especially among rural 
people. Ironically, in most of the developing countries such 
as Nigeria, the economic development is extricable trapped 
in a vicious cycle of insufficient investment and resource 
input, low productivity and low level savings resulting in 
low level output (Ugbajah and Chidebelu, 2012). 

Today, the Bank of Agriculture remains the most reliable 
instrument of the Federal government at getting the 
agricultural sector adequately funded for increased 
productivity. To the nation’s farmers, the bank has become 
a credible source of financial strength to both large and 
small scale farmers. The government’s agric-related 
agencies, corporate organizations and cooperative societies 
have   also   found   succour   in   the   banks   technical    and 

 
 
 
 
financial assistance which by year 2016 had spanned 43 
years.  

Since the establishment of Bank of Agriculture in 1973, 
government has continued to be interested in agricultural 
credit, observing the lapses in Bank of Agriculture lending 
system. Despite government programmes and policies 
aimed at channeling credit to farmers, their credit problems 
have persisted as farmers still view credit as one of the 
major barriers to high agricultural productivity 
(Nwachukwu and Alamba, 2010).  

About 43 years after NAB was established and 31 years 
after the establishment of ACGSF, one would have thought 
that the problem of agricultural credit inadequacies would 
have been solved. Unfortunately, the problem is still very 
much around and several factors have contributed to this 
problem. These factors are lenders and borrower related. 
According to Atieno (2001) and Akande and Nasmen 
(2008), the lender related factors include institutional 
bottle necks created by the institutions, which can be 
observed in the prescribed minimum loan amounts (credit 
inadequacy), complicated application procedures, 
restriction of credit for specific purposes and delay in loan 
delivery. There is also the problem of adverse selection by 
the lender which is evidenced by the bench mark place on 
the percent sharing of the available fund to the large and 
small scale farmers. 

Besides access to loans and disbursement of loans, the 
level of loan repayment is also very important. Loan 
repayment is the act of paying back money previously 
borrowed from a lender. Repayment usually takes the form 
of periodic payments that normally include part principal 
plus interest in each payment.  Loan default is the failure to 
pay interest or principal on a loan or security when due. It 
occurs when a lender is unable to meet the legal obligation 
of debt repayment.  

Again, available related studies in Anambra State, such as 
Ugwumba and Nnabuife (2008) investigated loan 
repayment among microfinance cooperators of the Nigerian 
Agricultural Cooperative and Rural Development Bank 
(NACRDB);  Ugwumba and Okwuanaso (2012) examined 
the determinants of credit demand and net farm income 
among broiler producers in Nnewi North LGA of Anambra 
State; Ugbaja and Ugwumba (2013) studied microfinance as 
a veritable tool for poverty reduction among rural farmers 
in Anambra State; Chiekezie et al. (2014) on gender 
differences in access to Bank of Agriculture micro loans 
among cooperative farmers in Awka Agricultural zone of 
Anambra State; and Obichukwu, Muojekwu, Obiekwe and 
Ugwumba (2017) which assessed the agricultural loan 
scheme among the smallholder farmers in Anambra State. 
None of these studies neither compared repayments nor 
establish determinants between large and small scale 
farmer-beneficiaries of BOA loans, hence, this study aimed 
at examining loan repayment among large and small scale 
farmer- beneficiaries of BOA loans in Anambra State, 
Nigeria. The specific objectives were to determine the socio 
economic characteristics of the large and small scale farmer 
beneficiaries, ascertain the determinants of loan repayment  



 
 
 
 
to large and Small Scale Farmer-Beneficiaries of Bank of 
Agriculture Loans and problems militating against loan 
repayment by the farmers. 
 
 
METHODOLOGY 
 
The study area was conducted in Anambra State, Nigeria, it 
consists of twenty-one (21) Local Government Areas (LGA) 
and four agricultural zones.  The State is located between 
latitudes 6° 451 and 50 441 N and longitudes 6°361 and 
7°291 E. It has a population of 4,182,032 (NPC, 2006). 
Agriculture is the predominant occupation in the rural 
areas engaging more than 70% of the rural population. 
Both the large and small scale farmers in the area have 
benefitted from credit facilities of the Bank of Agriculture 
(BOA) for the various crops, livestock and fisheries 
production activities. This was possible because of the 
existence of the bank’s branch offices in the three 
Senatorial zones of the State, as well as ease of accessibility 
to credit facilities of the bank by the farmers from the 
headquarters strategically located at the center of Awka, 
the capital city of Anambra State. 
 
Population and Sampling Procedure  
 
The study population comprised all farmers who have 
benefited from the BOA credit facilities in Anambra State of 
Nigeria and staff of the BOA branch offices in Awka. Nteje, 
Oko and Ukpo. A multistage sampling procedure involving 
purposive and random sampling methods were used to 
select four agricultural zones, 12 LGAs, 240 (120 large scale 
and 120 small scale) farmer-beneficiaries of BOA credit 
facilities and 16 BOA staff for the study.  

Stage 1: The four Agricultural zones were purposively 
selected because of the existence of an office of the BOA in 
the zones. At stage II, three LGAs were randomly selected 
from each of the selected agricultural zones to arrive at 12 
LGAs. Stage III witnessed the random selection of five large 
scale and five small scale farmer-beneficiaries of the bank’s 
loans from each of the 12 selected LGAs to arrive at a total 
of 240 respondents (120 large scale farmers and 120 small 
scale farmers). In addition, 16 of the Bank of Agriculture 
staff were randomly selected for information on loan 
administration by BOA to arrive at a grand total of 256 
respondents for the study. 
 
Method of Data Collection and Analysis 
 
Data were collected from both primary and secondary 
sources. Primary data were collected using two sets of 
questionnaire, one for the farmers and the other for the 
bank officials. The questionnaires were designed to collect 
information on the farmers’ socio-economic characteristics, 
determinants of loan repayment to large and small scale 
farmer-beneficiaries and constraints.  Secondary data were 
sourced from the headquarters and branch offices of the 
BOA in the State. Data collected were achieved by the use of  
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descriptive statistical tools, A 4-Likert type scale and 
multiple regression.   
 
Measurement of Variables 
 

The dependent and independent variables were 
measured as follows: 

Age: This was measured as actual ages of the farmer in 
years.  

Gender: This was measured as dummy, (dummy: male 
=1, female = 2). 

Educational attainment: Number of years of formal 
education obtained by each farmer  

Marital status: This was measured as dummies (dummy: 
married = 1; otherwise = 2). 

Household Size: Number of persons living together in a 
household. 

Farming experience: This was estimated as the number 
of years the farmer has been in the business.  

Farm size: This is a measure of the area of land being 
utilized by the farmer 

Farm income: This was measured as annual farm income 
of the respondent farmer.   

Total income of farmer: This was measured as total 
annual income of the respondent farmer from farming and 
non-farming activities.  

Production cost: This showed the total amount of money 
the farmer spent during the last production period.  

Amount of loan disbursed to farmer: This was the total 
amount of money the bank actually gave to the farmer for 
farming activities.  

Interest rate: This was measured as the prevailing 
interest rate for the bank’s facilities as at the year of study.   

Large farmer scale: This represents the farmer who 
obtained a loan of N500, 000 or above from the bank. 

Small scale farmer: Reflects the farmer who obtained 
between N50, 000 and N250, 000 from the bank. 

Constraints to loan repayment: 
A 4-point Likert type scale was used to collect data on 

constraints to loan repayment. Responses from the 
respondents were scored as follows; very serious = 4, 
serious = 3, moderately serious = 2, and not serious = 1. 

Determination of cut-off point was done as: X= ∑   = 

 =  = 2.50 
 

To make inferential statement, the mean score was 
compared with the critical mean (2.50). If the calculated 
mean of a problem was greater than the standard critical 
value then that problem was regarded as very serious. 
 

Model Specification 
 
The multiple regression model used to establish the 
determinants of loan repayment/default by the large and 
small scale farmers is implicitly given as:  
LRP/LDT = f(AGE, GEN, EDL, MAR, HHS, FAE, AFI, TAI, 
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AMD, DIS, ITR; ei) 

Where: 
LRP/LDP = Loan repayment/Loan default (N) 
AGE = Age of the farmer (years) 
GEN = Sex of the farmer (dummy: male = 1; female = 2) 
EDL = Educational level (years) 
MAS = Marital status (dummy: married = 1; otherwise = 

2) 
HHS = Household size (number in the household) 
FAE = Farming experience (years) 
AFI = Annual farm income (N) 
TAI = Total annual income of farmer from farm and non-

farm sources (N) 
AMD = Amount of loan disbursed to farmer (N) 
DIS = Distance from farm to bank (km)  
ITR = Interest rate (N) 
ei= error term. 
Four functional forms of the regression models (linear, 

exponential, semi-log and double-log) were tried and 
output of the form that best fit the data was adopted as the 
lead equation. The explicit versions of the functional model 
are stated as: 

Linear: LRP/LDP = 0 + 1 AGE + 2 GEN + 3 EDL + 4 

MAR + 5 HHS + 6 FAE + 7 AFI + 8TAI + 9 AMD + 10 

DIS + 11 ITR +e 

Exponential: lnLRP/LDP = 0 + 1lnAGE + 2lnGEN + 

3lnEDL + 4lnMAR + 5lnHHS + 6lnFAE + 7lnAFI + 

8lnTAI + 9lnAMD + 10lnDIS + 11lnITR +e 

Semi–log:  LRP/LDP  = 0 + 1lnAGE + 2lnGEN + 

3lnEDL + 4lnMAR + 5lnHHS + 6lnFAE + 7lnAFI + 

8lnTAI + 9lnAMD + 10lnDIS + 11lnITR +e 

Double –log: lnLRP/LDP = 0 + 1lnAGE + 2lnGEN + 

3lnEDL + 4lnMAR + 5lnHHS + 6lnFAE + 7lnAFI + 

8lnTAI + 9lnAMD + 10lnDIS + 11lnITR +e 
The ordinary and transformed values of the dependent 

and independent variables were fitted into the respective 
models and analyzed using the MINITAB statistical package. 
The regression output which produced the best result in 
terms of number of significant parameters, values of F-
statistic, coefficient of multiple determination (R2) and 
Durbin- Watson statistic was chosen as the lead equation. 
 
 
RESULTS AND DISSCUSSION 
 

Socio-Economic Characteristics of the Large and Small 
Scale Farmer-Beneficiaries of Bank of Agriculture 
(BOA) Loans. 
 
Socio-economic characteristics in Table 1 indicates that 
majority  (81.7%  and 85.8%) of the large  and  small   scale 

 
 
 
 
farmers respectively fell under the active age range of 20-
50 years with average age of 42.5 and 39.7 respectively. 
Okeke and Nkamigbo (2013) confirmed that young people 
possesses the strength required for active participation and 
increased production for agricultural enterprises. 
Education is a veritable tool in accessing and management 
of agricultural credit and the higher the educational level of 
a farmer, the better the chances of accessing and repaying 
formal and quasi-formal credits, and the lower the rate of 
default (Ike and Ugwumba, 2009). Distribution of 
respondent according to educational level shows that the 
large scale farmers were more educated than the small 
scale farmer since many (45.8%) and few (20.0%) of the 
large and small scale farmers respectively obtained tertiary 
educational qualification. The result revealed that large 
scale farmers (46.7%) were more experienced than the 
small scale farmers (29.2%) in the agricultural ventures 
sponsored by the BOA with the average years of 20.8 years. 
Chiekezie et al. (2014) stressed the positive influence of 
high years of farming experience in credit access and 
repayment of the male and female cooperative farmer-
beneficiaries of BOA micro loans in Awka agricultural zone 
of Anambra  State, Nigeria. In the rural communities where 
most farming activities take place, marital status is 
considered an important factor in the determination of 
family labour availability, and confers responsibility on 
individuals (Ebewore, 2010). The distribution of 
respondents by marital status shows that majority (62.5% 
of the large scale and 54.2% of the small scale) farmer was 
married, implying that most of the respondents are 
responsible in line with the deductions of Ebewore (2010). 
The result revealed that the average household size was 7 
persons for the large scale farmers and 6 persons for the 
small scale farmers.  Distribution of respondents according 
to gender showed that  majority of the large (79.2%)  and 
small scale (63.3%) farmer-beneficiaries of the BOA loans 
were males while the rest (28.8%) and (36.7%)  farmers 
were females. This implied that the female farmers were 
more skeptical in their approach to accessing credit 
facilities for the agricultural ventures.  
 
Determinants of loan repayment by the large scale 
farmers 
 
Table 2 shows outputs of the four functional forms of the 
regression model for predictors of loan repayment by the 
large scale farmer-beneficiaries of the BOA loans. The result 
indicated that output of the double-log form gave the best 
result in terms of number of significant predictors, signs 
and sizes of the predictors as well as the values of F-
statistic, R2, and R2(adjusted) and was chosen as the lead 
equation. The equation is given as: 

LRP = 3.1132 + 0.0442AGE – 0.3122GEN + 0.09988EDL + 
0.2049MAR + 0.0868HHS + 0.2055FAE + 0.013776AFI + 
0.09044TAI + 0.3481ALD + 0.0232DIS – 0.2110ITR 

Out of the eleven predictors included in the model, five 
namely educational level of the farmer, annual farm income, 
total annual income, amount of loan disbursed and interest  
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Table 1: Socio-economic factors of farmer-beneficiaries of the BOA loans 
 

Variable   Large Scale Farmers   Small Scale Farmers 
    Freq. % Mean   Freq. % Mean 
Age: 
20-30    36 30.0 -   25 28.8 - 
31-40    38 31.7 -   46 38.3 39.7 years 
41-50    24 20.0 42.5 years  32 26.7 - 
Above 50   22 18.3 -   17 14.2 - 
Educational Level: 
No formal education  10 8.3 -   31 25.8 - 
Primary   20 16.7 -   50 41.7 6.8 years 
Post primary   35 29.2 12.6 years  15 12.5 - 
Tertiary   55 45.8 -   24 20.0 - 
Farming Experience: 
Less than 10   5 4.2 -   20 16.7 - 
10-20    56 46.7 -   35 29.2 12.7 years 
21-30    29 24.2 20.8 years  50 41.7 - 
Above 30   30 25.0 -   15 12.1 
Marital Status: 
Single    25 28.8 -   41 34.2 - 
Married   75 62.5 -   65 54.2 - 
Divorced   2 1.7 -   4 3.3 - 
Widowed   18 15.0 -   10 8.3 - 
Household Size: 
1-5    35 29.2 -   65 54.2 - 
6-10    72 60.0 7 persons  50 41.7 6 persons 
Above 10   13 10.8 -   5 4.2 - 
Gender: 
Male    95 79.2 -   76 63.3 - 
Female    26 28.8 -   44 36.7 - 
Repayment: 
Full    12 10.0 -   30 25.0 - 
Half    25 20.8 -   35 29.2 - 
Less than half   65 54.2 -   30 25.0 - 
Zero    18 15.0 -   25 20.8 - 

 
Source: Field survey, 2017. Note: Freq. = Frequency. 

 
 
 
rate, significantly influenced loan repayment (dependent 
variable) while the remaining six independent variables 
(age, gender, marital status, household size, farming 
experience and distance from farm to the bank) were not 
significant. 

The coefficient of educational level was positively related 
to loan repayment and statistically significant at 10% 
probability level. This is according to apriori expectation 
and implies that higher the educational level of a farmer, 
higher the likelihood to repay BOA loan. It could mean that 
large scale farmer-beneficiaries of the loan who obtained 
higher levels of formal education were more likely to utilize 
better managerial skills acquired over time to more 
efficiently manage the resources available to them, realize 
more profit and were able to repay higher than their 
counterparts with low levels of education. This result 
agrees with that of Chukwuji (2006) which stated that more 
educated cassava-based farmers in Delta State, Nigeria 
realized higher net farm income than the less educated 
ones. 

Both the annual farm income and total annual income of the 
farmers exerted positive and statistically significant 
influence on loan repayment at 1% alpha level. This is in 
accordance with apriori expectation. It implies that the 
ability of a farmer to repay loan increases with increase in 
annual income. That is the large scale farmers who were 
able to realize more annual income through the adoption of 
better management practices or by engaging in enterprise 
diversification using non-farm income activities were able 
to earn higher total annual income and repaid better than 
their colleagues who otherwise could not. This result 
corroborates Oke et al. (2007) who reported a positive and 
significant relationship between income and microcredit 
repayment among members of microfinance non-
governmental organizations (NGOs) in Southwestern 
Nigeria.  
The coefficient of amount of loan disbursed was positive 
and statistically significant at 1% probability level in line 
with apriori expectation. This implied that the large scale 
farmers who obtained bigger loan amounts were more  
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Table 2:   Estimated determinants of loan repayment by the large scale farmers 
 

Variable Linear Exponential Semi-Log Double-Log 
Constant 12654 

(0.89) 
2.1112 
(10.45) 

- 32249 
(- 2.12) 

3.1132 
(5.05) 

AGE 354 
(0.13) 

0.01273 
(0.38) 

12347 
(1.34) 

0.0442 
(0.25) 

GEN - 9713 
(-2.32)** 

- 0.13428 
(-2.13)** 

- 30749 
(-1.95)** 

- 0.3122 
(1.26) 

EDL 217.9 
(0.18) 

- 0.004113 
(-0.82) 

-1666 
(-0.45) 

0.09988 
(1.89)* 

MAR 3301.6 
(0.72) 

0.009457 
(1.12) 

14922 
(2.26)** 

0.2049 
(1.18) 

HHS - 34.1 
(-0.13) 

0.002713 
(0.66) 

- 2746 
(-0.38) 

0.0868 
(0.77) 

FAE 4766 
(1.33) 

0.07024 
(0.30) 

22775 
(1.46) 

0.2955 
(1.04) 

AFI 0.007992 
(2.29)** 

0.00000015 
(1.72)* 

876.3 
(2.23)** 

0.013776 
(2.24)** 

TAI 0.017119 
(3.23)** 

0.00000019 
(2.42)** 

9733 
(2.25)** 

0.09044 
(4.346)*** 

ALD 295.7 
(0.52) 

0.008222 
(0.95) 

3657 
(1.1260 

0.3481 
(3.445)*** 

DIS 3207 
(1.02) 

0.03839 
(0.82) 

12604 
(1.21) 

0.0232 
(0.14) 

ITR - 253.9 
(-1.79)* 

- 0.002157 
(-1.91)* 

- 7564 
(- 1.84)* 

- 0.2110 
(- 1.74)* 

R2 69.2% 66.2% 75.4% 69.9% 
R2 Adj. 63.9% 63.9% 70.4% 65.8% 
F – Stat. 5.51 5.50 8.78 8.69 
D-W Stat 1.75 1.62 1.79 1.61 

 

Source: Field survey, 2017. Note: * = significant at 10% level. ** = significant at 5% level. *** = significant at 1% level. 
Figures in (  ) are T-ratios. F-stat. = F-statistic. D-W stat. = Durbin-Watson statistic 

 
 

 
 
likely to engage in more production activities, and with 
better management skills, realize higher income and repaid 
better. Olagunju and Adeyemo (2007) confirmed that loan 
repayment among the smallholder farmers in Southwestern 
Nigeria felt better with the farmers who obtained higher 
amounts than those given lower amounts. Interest rate 
exerted negative and statistically significant effect on loan 
repayment at 10% level. This is according to the apriori 
expectation of higher the interest rate charged by lending 
institutions lower the ability of beneficiaries of the facilities 
to repay. This implies that the large scale farmer-
beneficiaries of the BOA loans were unable to repay greater 
percentage of the loan because of high interest rate, 
although government allows a concessionary interest rate 
of about 9% for farming ventures. 
 
Determinants of loan repayment by the small scale 
farmers 
 
Table 3 shows outputs of the four functional forms of the 
regression model for predictors of loan repayment by the 
small scale farmer-beneficiaries of the BOA loans. The 
result indicated that output of the linear form gave the best 

result in terms of number of significant predictors, signs 
and sizes of the predictors as well as the values of F-
statistic, R2, and R2(adjusted) and was chosen as the lead 
equation. The equation is given as: 

LRP = 13863 + 645AGE – 4513GEN + 333.9EDL + 
2401.6MAR – 55.1HHS + 9886FAE + 0.0026AFI + 
0.00056TAI + 0.004157ALD + 8707DIS – 173.3ITR 

Out of the eleven predictors included in the model, five 
namely gender of the farmer, annual farm income, total 
annual income, amount of loan disbursed and interest rate, 
significantly influenced loan repayment (dependent 
variable) while the remaining six independent variables 
(age, educational level, marital status, household size, 
farming experience and distance from farm to the bank) 
were not significant. 

The gender predictor exerted negative and statistically 
significant influence on loan repayment by the small scale 
farmer-beneficiaries of the BOA loan at 5% level of 
significance. This implied that the small scale female 
beneficiaries repaid higher than their male counterparts. 
Okoh et al. (2007) reported that female beneficiaries of 
microfinance bank loans repaid the loans higher than their 
male counterparts due to fear of default. 
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Table 3.  Estimated determinants of loan repayment by the small scale farmers 
 

Variable Linear Exponential Semi-Log Double-Log 
Constant 13863 

(0.66) 
4.232 

(12.66) 
- 26743 
(- 2.33) 

2.226 
(7.05) 

AGE 645 
(0.27) 

0.03373 
(0.88) 

11178 
(1.54) 

0.067 
(0.25) 

GEN - 4513 
(-2.44)** 

- 0.15834 
(-2.45)** 

- 14332 
(-1.89)* 

- 0.3122 
(1.26) 

EDL 333.9 
(0.26) 

- 0.01895 
(-0.77) 

-4666 
(-0.96) 

0.09988 
(1.89)* 

MAR 2401.6 
(0.82) 

0.006524 
(1.55) 

13445 
(2.43)** 

0.3049 
(1.18) 

HHS - 55.1 
(-0.36) 

0.00004913 
(1.24) 

- 2746 
(-0.38) 

0.0868 
(0.77) 

FAE 9886 
(1.53) 

0.0581 
(0.633) 

11655 
(1.57) 

0.2955 
(1.04) 

AFI 0.0026 
(3.29)*** 

0.000789 
(1.82)* 

765.3 
(2.43)** 

0.013776 
(2.24)** 

TAI 0.00056 
(4.78)*** 

0.0011124 
(2.89)** 

7833 
(3.25)** 

0.09044 
(4.126)*** 

ALD 0.004157 
(3.762)*** 

0.048622 
(0.69) 

2764 
(1.34) 

0.3481 
(2.445)** 

DIS 8707 
(1.43) 

0.12839 
(1.36) 

137604 
(1.61) 

0.0452 
(0.17) 

ITR - 173.3 
(-1.82)* 

- 0.000057 
(-1.71)* 

- 6543 
(- 1.91)* 

- 0.2110 
(- 1.74)* 

R2 72.2% 70.2% 71.4% 70.2% 
R2 Adj. 70.4% 68.9% 69.4% 69.8% 

F – Stat. 9.51 6.50 5.78 5.68 
D-W Stat 1.95 1.72 1.89 1.68 

 

                        Source: Field survey, 2017. Note: * = significant at 10% level. ** = significant at 5% level. *** = significant at 1% level. 
Figures in (  ) are T-ratios. F-stat. = F-statistic. D-W stat. = Durbin-Watson statistic 

 
 

Table 4: Problems militating against load repayment by the farmers 

 
 
 
 
 
 
 
 
 
 
 
 
Both the annual farm income and total annual income of the 
farmers exerted positive and statistically significant 
influence on loan repayment at 1% alpha level. This is in 
accordance with apriori expectation and implied that the 
small scale farmers who realized higher annual and total 
annual income were more likely to repay the loan. This 
result corroborates Berhanu (2005) and Adeyemo and 
Agbonlabor (2007) who reported that high income 
increased the repayment performance of smallholder 
farmers. Amount of loan disbursed and interest rate had 
positive and negative significant influences on loan 
repayment at 1% and 10% alpha levels respectively. This 

implied that the small scale farmers who obtained higher 
loan disbursements were better at repayment than those 
that received lower amounts. On the other hand, lower 
interest rates encouraged better repayment by the small 
scale farmers than higher interest rates. 
 
Constraints to loan repayment by the farmers 
 
The constraints associated with loan repayment by the 
large and small scale farmer-beneficiaries of BOA loans 
were shown in Table 4. The findings showed that poor 
returns from  sale  of  product (M =3.84),  low  market  price  

Problem Mean Score Rank 
Poor returns from sale of product 3.84 1st 
Low market price for product  3.67 2nd 
Family commitment   3.54 3rd 
Delay in loan disbursement  2.42 4th 
High cost of production  2.21 5th 
High interest rate   1.98 6th 
Pest and disease attacks 1.62 7th 
 

Source: Field survey, 2017. 
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for product (M = 3.67), family commitment (M = 3.54) were 
the most serious among the constraints. Onyeagocha et al. 
(2012) asserted that family commitments (like school fees, 
extended family problems, burials and other non-farm 
burdens on the respondents) as well as low market prices, 
especially during harvest period, occasioned mainly from 
poor storage facilities. 
 
 
SUMMARY AND CONCLUSION  
 
Findings on socio-economic characteristics of the 
respondents showed that the large scale farmers were 
more educated than the small scale farmer since many 
(45.8%) and few (20.0%) of the large and small scale 
farmers respectively obtained tertiary educational 
qualification. The small scale farmers were better at 
repayment having recorded full repayment rate of 25.0% 
contrary to the full repayment rate of 10.0% recorded for 
the large scale farmers. Significant determinants of loan 
repayment by the large scale farmers were educational 
level of the farmer, annual farm income, total annual 
income, amount of loan disbursed and interest rate 
whereas gender of the farmer, annual farm income, total 
annual income, amount of loan disbursed and interest rate 
were the significant determinants of scale farmers. Poor 
returns from sale of product (M =3.84), low market price 
(M = 3.67) and family commitment(M = 3.54) were the 
most perceived constraints. The minimization of 
bureaucratic procedure involved in the administration of 
the facilities by the BOA will reduce the frustration and 
costs incurred by the farmers during the processing of the 
facilities and ensure proper utilization of the fund and 
government, through the Central Bank the regulatory body, 
should consider reducing cost of lending for agricultural 
enterprises by lowering the interest rate further. The 
farmers should form more cooperative groups to enable 
them obtain loans from the BOA easier, monitor 
themselves, share information on best farming practices, 
realize more income and improve their repayment 
capacities. The beneficiaries should explore adding value to 
their products and reaching out to distant markets so as to 
get better prices for their products, realize more income 
and improve repayment rate. This will ensure more income 
for the beneficiaries and better repayment were 
recommended. 
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