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INTRODUCTIONAccording to World Bank (2014), about 70percent of the world’s poor live in rural areasand mostly depend on agriculture as themain source of income and employment.Agriculture remains to be an important eco-nomic activity in Ghana contributing morethan 22 percent to gross domestic product(GDP) and foreign exchange earnings (CIAWorld Fact Book, 2014). Again, the agricul-ture sector remains the main source of liveli-hood and employment for about 54 percentof the people in the country (Ghana StatisticalService, 2014). In spite of the relevance of thesector, most farmers’ find it difficult to saveenough capital to establish economically vi-able agriculture ventures (Olowa, 2011). Thisis because agriculture cash flows are seasonalin nature (i.e. cash inflows and outflows sel-dom occur at the same time; therefore, farm-ers are left with no option than gettingexternal source of funding to meet their ex-penditures which they do not even get at allor record low yield). Agricultural credittherefore plays short-circuiting role in indi-vidual savings process to increase investmentin agriculture (Olowa, 2011). Jan et al.,(2012) and Sial, et al., (2011) also alluded tothe fact that agricultural credit plays crucialrole in procuring agricultural equipment’sand machineries, purchase of raw materials,payment of wages, acquisition of farm inputs(seeds, fertilizer, pesticides, herbicides) to in-crease agricultural productivity. Credit istherefore an indispensable tool for achievingsocio-economic transformation of ruraleconomies in most developing countries(Duong & Izumida, 2002; Kohansal & Man-soori, 2009). In view of this, successive government’sstrategy in Ghana has been on increasingagriculture productivity and economicgrowth over the years through agriculturalprogrammes (Ministry of Food and Agricul-ture (MoFA), 2014). Ghana has received sev-eral institutional credit schemes from donorcountries in the form of agricultural creditand technology to support farmers to in-

crease production and productivity over theyears (Owusu-Antwi et al. 2010). The Gov-ernment has also intervened in the creditmarket by providing guarantees to banks onloans extended to farmers, imposed quotason credit, subsidized interest rate on specificforms of loans administered in the agricul-tural sector (MoFA, 2014). These pro-grammes had not significantly impacted onfarmers’ level of productivity and standard ofliving as desired because of the numerousproblems identified with such projects rang-ing from project design through to imple-mentation (Amedi, 2012; Awunyo-vitor,2012; Aryeetey, 1996). Agricultural creditprogrammes are in serious difficulties inmany developing countries including Ghanabecause of high loan delinquency and default(Awunyo-vitor, 2012). Awoke (2004) in hisstudy also concluded that, in spite of the im-portance of credit to agriculture, its repay-ment is fraught with a number of problems.Some of these problems identified in empiri-cal studies contributing to poor loan repay-ment performance include but not limited to;poor management procedures, loan diver-sion, pests and diseases affecting yield, unre-liable weather condition, delay in loandelivery, non-profitability of ventures, unwill-ingness of farmers to repay loan and market-ing constraints as reported by (Awoke 2004;Kohansal & Mansoori, 2009). These poor loanrepayment performances mentioned earlierhad affected effective implementation of somany credit schemes and this has been amajor source of worry to lenders, financiersand other stakeholders in the financial sector. One of the donor institutional credit pro-grammes implemented in Ghana in recenttime is the MiDA agricultural credit pro-gramme which commenced in 2007. Thefunding was received from an independentUnited States foreign aid agency, MillenniumChallenge Corporation (MCC). In order to uti-lize the funds well, the government estab-lished the Millennium DevelopmentAuthority (MiDA) in 2006 to manage the Mil-lennium Challenge Accounts (MCA) to

Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.
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Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.achieve project goals. The programme hasoverall goal of raising farmer-household in-come and reducing poverty through privatesector-led and agribusiness development intwenty three (23) selected Districts of Ghana(MiDA, 2011). The programme has two - foldobjectives: i) Increase production and pro-ductivity of high-value cash and food crops inthe intervention zones in Ghana and ii) En-hance the competitiveness of high –valuecash and food crops in the local and interna-tional markets (MiDA, 2011).The programme design was assumed tohave taken into account the flaws observedfrom previous agricultural projects in Ghana.However after five years of implementation,evidence available shows that, poor loan re-payment problems still exist. This meansthat, either the credit programme design wasnot adequate enough to have taken into ac-count all flaws observed in previous studiesor there were new emerging factors account-ing for the poor loan repayment perfor-mance. It could be due to poorimplementation and management or otherexogenous factors beyond. Poor loan repayment performance has alsobecome a topic of considerable importance inrecent times especially in developing coun-tries including Ghana where farmers are find-ing it difficult to access credit. Studies byG.S.S. (2014) showed that, the growth rate ofinvestment in agriculture (0.8) is less thanother economic sectors though agriculturecontributes 25.6 percent to GDP. Leaving thispoor loan repayment issue unaddressed inthe first place will have consequential effecton agricultural productivity, food security,employment, famine, nutrition, health,poverty reduction, household welfare and na-tional income (Zeller, 1997).Thirdly, the MiDA agricultural credit pro-gramme is a newly implemented credit pro-gramme in Ghana, with limited or noempirical studies focusing on loan repaymentperformance of farmers. Though, there havealso been few studies on maize productivity,training effectiveness and adoption of soil

and water conservation practices under theMiDA program, loan repayment performancehas not been investigated under the project.This paper, therefore intends to fill theknowledge gap by answering the question;what explains the poor loan repayment per-formance among beneficiaries under theMiDA agricultural credit programme andhow could the problem be avoided in the fu-ture? Identifying the factors that influenceloan repayment performance among benefi-ciaries would assist in: improving pro-gramme designs and operation ofagricultural credit schemes, providing usefulinformation to stakeholders in agricultural fi-nancing on managing rural financial servicesprojects, providing information to banks onlending, recovering, development of productsand managing their loans in a better way. 
Theoretical FrameworkThe capability of borrowers to repay theirloans is an important issue that needs atten-tion. Borrowers will either repay their loanor choose to default. Borrower defaults mayeither be a voluntary one or involuntary (Bre-hanu & Fufa, 2008). According to Brehanu &Fufa (2008) involuntary defaults of borrowedfunds could be caused by unexpected circum-stances occurring in the borrower’s businessthat affect their ability to repay the loan. Un-expected circumstances include lower busi-ness revenue generated, natural disastersand borrowers’ illness. In contrast, voluntary default is related tomorally hazardous behaviour by the bor-rower. In this category, the borrower has theability to repay the borrowed funds but re-fuses to pay because of the low level of en-forcement mechanisms used by theinstitution (Brehanu & Fufa, 2008). Researchhas shown that, a group lending mechanismis effective in reducing borrower defaults(Amedo, 2000). In group lending, the loan issecured by the co-signature of memberswithin the group. Each member will put pres-sure on the others in the group to meet theloan repayment schedule. 
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Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.Objectives of the study were:To identify socio–demographic characteris-tics of respondents under the schemeTo determine whether there is a significantdifference between loan applied for, and loanreceived by farmers under the MiDA project. To determine the factors influencing loanrepayment performances of beneficiaries 
METHODOLOGY

Study area The study area is Hohoe Municipality in theVolta Region where rice is grown as a cashcrop. The Municipality falls under southernintervention zone, one of the three interven-tion zones within the MiDA agriculturalcredit programme. The Municipality is lo-cated within longitude 0o15‟E and 0o45‟Eand Latitude 6o45‟Nand 7o15‟N at the heartof the Volta Region. The Municipality consistof towns including; Lolobi, Akpafu,Santrokofi, Likpe, Alavanyo, Leklebi, Have,Nyagbo Liati, Afadzato, Ve, Logba, Tafi andhas Hohoe as its administrative capital(Ghana Districts, 2011). Hohoe Municipalityis located in the centre of the Volta Region.The republic of Togo borders the Municipalarea to the east, Kpando District to the west,Jasikan District to the north-west and Ho Mu-nicipal to the south. The Municipality fallswithin the Forest-Savanna transitional eco-logical zone of Ghana, with the forest part atits southern and eastern parts and taperinginto the middle of the Municipality. The Soilsare generally sandy with overlying iron pans.The rainfall pattern in this area is bimodal,normally occurring between April through toJuly for the major season and Septemberthrough November for the minor season witha mean rainfall of 1,300 mm per annum.(Ghana Districts, 2011). According to the2000 Population and Housing Census, theMunicipal area has population of 144,502with an annual growth rate of 1.9 percent.Hohoe Municipal covers an area of 117,200hectares which is 5.6 percent of the Volta Re-gion and represents 0.5 percent of the na-tional land area. About 65 percent of the

people in the Municipality are engaged inagriculture, 15 percent in industry and 20percent in service. Available land suitable foragricultural purpose is 65,000 hectares: thatis, 55,085 hectares for crop and 9,962hectares for livestock production (47 percentand 8.5 percent for crops and livestock re-spectively). Some important crops cultivatedin the Municipal are: Rice, maize, cassava,yam, plantain, vegetables and fruits.
Sample size and sampling technique Multi-stage sampling technique was used inselecting 120 loan beneficiaries under theMiDA/ACP Scheme in the Hohoe Municipalarea. The first stage involved purposive selec-tion of the four (4) FBOs that cultivated riceunder the MiDA agricultural credit program.A list of loan beneficiaries was collected fromthe Banks by the help of the credit officersand this served as the sample frame. In all,199 individuals coming from 4 FBO’s bene-fited under the programme. Since the mem-bership of the four (4) FBOs were not thesame, a proportional sampling technique wasemployed to decide on the number of mem-bers to select per group as well as the num-ber of males and females per group. Duringthe second stage of selection, simple randomsampling was used to arrive at the requirednumber of beneficiaries per the four FBOs tomake up to the total sample size (120).
Method of data collection Interviews using structured questionnairewere the main techniques used in the gather-ing the requisite data. Open and close endedquestions were used. Some of the informationcollected from farmers includes borrower’scharacteristics such as age, sex, marital status,level of education, household size and farmingexperience etc. The open- ended questionswere to bring out understanding of the situa-tion on the ground. A separate questionnaire was administeredto obtain other information from key stake-holders (Banks and MiDA Officials) who fi-nanced the project. Some of the information
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Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.gathered include: Background informationabout the banks, cumulative loan repayment,amounts in defaults, poor recovery rate, banksview towards the credit scheme. There weresome other informal discussions and personalinterviews with bank officials and MiDA Offi-cials to help understand some issues.
HypothesisH0: There is no significant differencebetween the mean credit applied for and themean amount of credit granted. 
Validation of hypothesis The above hypothesis was validated usingthe student t-test statistic. The null hypothe-sis (H0) is rejected in favour of the alternativehypothesis (Ha) if tcal. > t crit. at specified sig-nificance level. On the other hand, we do notreject the null hypothesis if t cal. < t crit
Methods of analysesIn determining whether any significant dif-ference exists between credit applied for andcredit granted, t-test was used to test for dif-ferences in means of the credit applied andcredit granted. The test statistics of the t-dis-tribution within n-1 degrees of freedom iscomputed using the formula

(1)where:n1 and n2 = is the sample size for the creditrequired and credit granted X1 and x2 = sample means for the credit re-quired and loan amount receivedS1 and S2 = sample standard deviation forcredit required and loans received
Tobit regression model for factors influencing
loan repayment performance The two-limit Tobit model was originallypresented by Rossett and Nelson (1975) and

discussed in detail by Maddala (1992) andLong (1997). The model derives from an un-derlying classical normal linear regressionmodel and can be represented as: 
Yi = β0 + β1X1 + β2X2 +… + βnXn+ εi (2)   Where:   εi ~ N (0, σ2) Such that:

(3)where,Yi = Observed dependent variable e.g. Loanrepayment ratio (working capital) of the ithborrower. (Ratio of amount repaid to theamount due (Principal+Interest).Y*i = Non- observable latent variable repre-senting (unobserved for values smaller than0 and greater than 1)   Xi = Vector of independent variables (fac-tors affecting loan repayment and intensityof loan recovery)βi = Vector of coefficientsεi ‘s = Residuals that are independently andidentically normally distributed with meanzero and a common variance: εi ~ N (0, σ2) L and U = Non- observable threshold/cut-off points, (L=Lower cut-off and U=Uppercut-off points having values of 0 and 1 respec-tively)i= 1, 2,………. n (n is  number of observa-tions)By using the two-limit Tobit regressionmodel, the ratio of repayment was regressedon the various factors hypothesized to influ-ence loan repayment performance of small-holder farmers in the study area.
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Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.

Figure 1. Map of Hohoe MunicipalSource: Ghana Statistical Service, 2014
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Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.

From Table 1 the a priori expectation foreach variable is either negative or positive.The positive a priori expectation means thatwith an increase in the variable the loan re-payment performance is expected to in-crease; vice versa for the negative. It is on thebasis of these factors that the study modelledour loan repayment equation. Ten variableswere modelled as a function of farmer-spe-cific socioeconomic and demographic factorsand institutional factors. STATA 10 softwarewas used to estimate the parameters. The ex-pected signs of their coefficients were pre-dicted (a priori) based on past studies andeconomic theories.LRR (Y) = β0 + β1 SEX + β2AGE +β3 HHS +β4 OF+β5VOUT+ β6FRMEXP + β7GS +β8LMON +β9TDIS+ β10 Ext+ Ui
Dependent variable 

Loan repayment ratio (LRR): The depen-dent variable is the proportion of loan repaidduring the due period. This is calculated asthe ratio of the total loan repaid to total loandue. Its value ranges between 0 and 1. Thoseborrowers who did not repay any amount ofmoney were considered as complete default-ers (i.e., the value of repayment ratio in thiscase is zero). On the other hand, those farm-

ers who fully repaid the loans they borrowedwithin the stated time are considered non-defaulters (Abebe, 2011)
Independent variables 

Sex (SEX): This has to do with the sex of theborrower. A dummy variable was used tospecify the sex of the respondents. A value of1 was assigned to males and 0 to females. Thecoefficient of this variable is expected to benegative. This is because, several studies by(Amedo, 2000; Udoh, 2008; Zeller; 1997)showed that the multiplicity of responsibili-ties of men as breadwinners may requirethem to divert the proceeds from their farmsto pay for domestic financial commitmentsrather than fulfilling their loan obligations.On the other hand, women may choose lessrisky projects and exhibit a high sense of re-sponsibility and are more affected by socialpressure. So, females have exhibited higherloan repayment than males as in the case ofZeller (1997). 
Age (AGE): It is defined as the age of re-spondent in years. It is a continuous variablemeasured in whole year. Akpan (2010) notedthat with increase in age, it is usually ex-pected that borrowers get stability, a lot of ex-

Variables Description Measurements A-piori expectation

LRR Loan repayment performance ofworking capital loan Ratio of loan repaid to loan due.(0 - 1)  SEX Sex of beneficiaries Male=1 ;female=0 -AGE Age of beneficiaries Years +/-HHS Numbers of people living with thebeneficiaries Numbers +/-OF Off- farm  employment 1=Yes  0= otherwise +VOUT Value of output GHS +FRMEXP Number of years cultivating rice Years +GS Number of borrowers in a group Numbers -LMON Monitoring by bank Officials 1= Yes ;  0 = otherwise +TDIS Timeliness of loan disbursement 1=Yes;   0 = otherwise +Ext Access to extension services 1=Yes;  0 = otherwise +

Table 1
Description of the Variables Used in the Regression Model
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Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.perience in their farming businesses; there-fore, they are able to generate income whichleads to higher loan repayment performance.Moreover, as borrowers‟ age accumulatesthey acquire more wealth and are more re-sponsible for their loan than young borrow-ers. In view of this, we expect this variable tohave a positive impact on repayment perfor-mance. On the other hand, as people getolder, their ability to effectively use financeand generate income declines, therefore thevariable could also have a negative impactleading to low credit repayment performance(Afolabi, 2010). 
Household size (HHS): Abebe (2011) de-fined household size as a group of individualswho reside and eat together from the samecompound for at least three months preced-ing the interview. If the borrower has largehousehold size, a considerable amount of in-come from the project could be diverted awayfrom loan repayment to household consump-tion. It is expected that larger household sizedecrease loan repayment performance offarmers (Ojiako & Ogbukwa 2012; Ugbomehet al., 2008). Therefore, in this case, the signis negative. To the contrary, Afolabi (2010)found a positive relationship between familysize and loan repayment and attributed it tothe respondents‟ extensive utilization of fam-ily labour in the farming activities. Therefore,the money the farmer might have used to payfor hired labour could be saved to repay loan(Amedo, 2000). Based on this, families withlarge labour-force for agricultural purposeswould have low probability of defaultinghence carry a positive sign. 
Off-farm employment (OF): This is de-fined as any other economic activity carriedout by respondent outside farming. Borrow-ers who have other sources of income fromemployment in government or private orga-nizations are expected to have positive con-tribution towards loan repaymentperformance (Oke et al., 2007). These eco-nomic activities include: tailoring, civil ser-vant, hairdressing, petty trading, handicraft(weaving, blacksmith, and tannery, etc.). The

Off-farm activities are measured as a dummy;1 if the respondent participates in off farm ac-tivities, and 0 if otherwise. Respondents thatparticipate in off-farm activities are expectedto have better loan repayment performancebecause these additional sources of incomewould back the farmers up to settle debt evenduring bad harvesting seasons and when re-payment period and agricultural prices areinversely related (Gebeyehu, 2002). Situa-tions where repayment starts immediatelyafter harvest when prices of agriculturalproducts are low, farmers who are engagedin non-farm activities can more easily repaytheir loan on time than those who are not in-volved in non-farm activities. It is assumedthat the variable has a positive impact on loanrepayment. 
Value of output (VOUT): This is the totalvalue of output by each respondent mea-sured in Ghana cedis (GHS). This was ob-tained by multiplying the average marketprice of the farmer by the output obtained bythe farmer. As productivity determines thewealth of the individual, it is expected thatvalue of output will have a positive relation-ship with loan repayment (Gebeyehu, 2002). 
Farming Experience (FRMEXP): Farmingexperience is defined as the number of yearsthe farmer has been cultivating rice. It is mea-sured in years. Borrowers who acquired ex-tensive experience in rice farming beforeaccessing the loan know how to run a moreprofitable business than new rice farmershence could have better repayment record(Afolabi, 2010; Arene, 1992). Thus, a positivesign is expected. 
Group size (GS): This represents the num-ber of borrowers in each FBO. The hypothesisis that as the size of the group increases, het-erogeneity increases and the more imperfectis the information flow among members, andthis can falter repayment because people arecoming from different backgrounds to worktogether. If the group is relatively small (≤15)in size and the members live close to eachother, there is less diversion of funds andmembers can easily monitor their peers to
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Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.improve loan repayment (Zeller, 1997). How-ever, if group size is large above 15 it is pos-sible to lead to low repayment performancehence having a negative sign as a priori ex-pectation. 
Loan monitoring (LMON): For every agri-cultural project, if credit officers do continu-ous follow up (effective monitoring) atcritical stages of the crops life cycle loan willbe utilized well and repayment will improve.This activity makes borrowers to improve theproper utilization of the loan thereby improv-ing repayment performance (Oke et al.,2007). This variable is measured as a dummywhere 1 represents effective monitoring and0 otherwise. This variable is expected to yielda positive relationship with loan repayment. 
Timeliness of loan disbursement (TDIS):Credit for land preparation, planting, fertil-izer, harvesting labour, etc. must be availableat the appropriate time or else the creditscheme as well as the livelihood of borrowersis put in jeopardy. If loan is disbursed in timeby banks to farmers (A time when farmersneed the loan to carry out specific activitiesas per their crop calendar) then farmers canmake adequate arrangements to purchasefarm inputs for production activities. Thiswill prevent farmers from diverting loans tonon-intended purposes. This variable is mea-sured as a dummy: 1 if the farmer receivesthe loan in time to carry out specific farmingactivity as per crop calendar, and 0 if thefarmer does not receive the loan in time.Johnson and Rogaly (1997) noted that time-liness of loan disbursement is importantwhen loans are used for seasonal activitiessuch as farming. They argued that compli-cated appraisal and approval procedures,which might delay disbursement, influenceprogram of seasonal loans for farmers to pur-chase inputs. Further, they noted that thiscould in turn worsen the prospects of repay-ment by diverting loan to non-intended pur-pose. However, a positive sign is expected ifthe loan is disbursed in time. Timely deliveryof credit was observed to improve loan recov-ery significantly (Zeller, 1997).

Access to extension services (Ext): Thisrefers to whether the farmers actually havecontacts with agriculture extension agentsfor advisory services. This is a dummy vari-able, which takes a value 1 if the farmer re-ceives extension service and 0 otherwise. Thevariable representing extension service as asource of information has influence on farmhouseholds’ technology adoption decision(Bezabih, 2000). It is hypothesized that thisvariable positively influences credit repay-ment.
RESULTS AND DISCUSSION

Summary of socio–demographic data The descriptive statistics of socio-demo-graphic profile are presented in Table 2. Agerange for farmers was between 26 and 68years old. The household size of respondentsvaried from 1 to 19. Average family size wasof 4 persons, with an overall dependencyratio of between 0.3 to 1.0. Farm size perhousehold was between 0.81 to 24 ha whilefarming experience was between 2 to 35years
Credit applied and credit granted to farmers
under the MiDA Project Summary of loan statistics results of re-spondents under the MiDA agricultural creditprogramme in Table 4 formed basis for ex-plaining whether statistical difference existbetween credit applied and granted to re-spondents under the MiDA agricultural creditprogramme.  In all, a total amount of GHS612,609.24 was applied for, of which anamount of GHS 444,733.05 was disbursed.This represents about 72 percent of theamount. The high standard deviation of theamount of loan applied for and received thusGHS 3,800.55 and GHS 3,706.11, respectivelyindicates that, loan amounts applied for andreceived were not the same and the varia-tions in loan amounts could affect farm in-vestment activities. Further analysis in Table4 to find out the percentage proportion eachrespondent received showed that, 1percentreceived 30 percent of loan amount applied
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Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.

Variables N Min. Max. Mean SD

Age (yrs) 120 26 68 41.89 7.31 Household size(No.) 120 1 19 4.05 2.86 Education (yrs) 120 0 16 8.35 4.14 Farm size (Ha) 120 0.81 24.28 3.50 2.40 Farming Experience (yrs) 120 2 35 11.50 5.43 Dependency ratio 120 0.3 1.0 0.733 0.213

Table 2
Summary of Socio – Demographic

for while 3 percent received 100 percent. Theresult also showed that, majority of respon-dents representing 38 percent received 80percent of loan amount while 29 percent re-ceived 70 percent. The distribution of respondents on thebasis of loan sizes applied for and received asper the various farm sizes is presented inTable 5. Out of the 120 farmers interviewed,10 percent applied for GHS 2,000 or less; 43percent applied for loan between GHS 2,100-GHS 4,000; 19 percent applied for loan be-tween GHS 4,100-GHS 6,000; 28 percentapplied for loan more than GHS 6,000. Theaverage loan applied for was GHS 5,105.08. Looking at the amount received by respon-dents, 34 percent of the farmers receivedloan between GHS 2,000 or less; 36 percentreceived loans between GHS 2,100-GHS4,000; 16 percent received loans betweenGHS 4,100- GHS 6,000 and only 15 percenthad loan greater than GHS 6,000. The averageloan amount received was GHS 3,706.11.From the result in Table 5, there are differ-ences in amounts received by respondentsper the same farm size. To conclude, the gen-eral result showed that, loan sizes receivedwas far lower than amount applied for.The result from the paired t-test analysiswhich aimed at determining whether there isa significant difference between loan amountapplied and amount received by farmersunder the MiDA agricultural credit pro-gramme is shown in Table 5. The result in Table 4 indicates that, at 1per-

cent level of significance, the mean amount ofloan received by the farmers under the MiDAagricultural credit programme was signifi-cantly lower than the mean amount appliedfor and this has limited farmers capacity tooptimize farm investment thereby affectingfarm output and productivity negatively andlowering farm income necessary to repayloans. This problem of shortfall in amountwas as a result of credit rationing and poorloan assessment done by the credit officers.Statistically, the result of 1percent level of sig-nificance suggests that the null hypothesisshould be rejected in favour of the alternatehypothesis. The result from Tables 4 and 5 is in agree-ment with the findings of (Gabriel & Saurina2004; Oboh, 2008; Von Pischke, 1991) thatvery small loans may not bring commitmenton borrowers to use the loan productively.The two results again support views ofRoslan and Karim (2009); Oladeebo andOladeebo (2008) that appropriate estimationof loan amount/budget is needed to cultivatethe land to make good returns from the in-vestment.
Factors influencing loan repayment perfor-
mance among rice farmersResults in Table 7 shows the factors influ-encing loan repayment performance amongrice farmers under the MiDA agriculturalcredit programme in the Hohoe Municipality.The direction of the co- efficient of all the ex-planatory variables conforms to their a priori
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Variables Totals (%)

SexMale 58Female 42Age(yrs)≤ 2930-39 240- 49 38≥50 12Marital Status Married 75Never married 15Divorced 10EducationalNone 8Primary 50Secondary 34Tertiary 8LocationAkpafu Odomi 25Gbi Godenu 28Gbi Wegbe 22SantrokofiBuem 25Farming Experience(yrs)≤56-11 1012-17 4918-23 26≥24 12Farm size(Ha) 3< 2.02.1- 4.0 104.1- 6.0 70> 6 7

Table 3
Socio-Demographic Characteristics of Respondents
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Percentage of Amt. received to
Amt. Applied (%) Frequency Percentage (%)

30 1 150 17 1460 11 1070 35 2980 46 3890 6 5100 4 3Totals 120 100

Table 4
Percentage of Loan Received Compared to Amount Applied For

Farm Sizes(Ha) ≤2,000 2,100-4,000 4,100-6,000 >6,000 Total

≤ 2.0 0.8% (0.8%) 2.5% (6.7%) 3.3% (0.8%) 4.2% (2.5%) 10.8%2.1-4.0 5.8% (25.8%) 32.5% (23.3%) 13.3% (12.5%) 17.5% (7.5%) 69.2%4.1-6.0 1.7% (3.3%) 4.2% (2.5%) 0.0% (0.8%) 1.7% (.8%) 7.5%>6 1.7% (4.2%) 4.2% (3.3%) 2.5% (1.7%) 4.2% (3.3%) 12.5%Total 10.0% (34.2%) 43.3% (35.8%) 19.2% (15.8%) 27.5% (14.2%) 100.0%

Table 5
Distribution of Respondents by Sizes of Loan Applied and Received

a. Figures in bracket (  ) represent % of loans received.
b. Figures not in bracket represent amount applied for.

Variables Individual
Mean 

Paired differences
p-value 

Variance SD Std. Error Mean t df 

Loan applied 5,105.08 1,398.97 1,311.32 119.71 11.69 119 0.000***Loan received 3,706.11

Table 6 
Paired T –Test Comparison of Credit Applied and Credit Granted

*** p<0.01
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expectations. The regression coefficient wasinterpreted as the marginal effect whichmeasured the sensitivity of loan repaymentratio to the various borrower-specific socioe-conomic and demographic factors and insti-tutional factors. It measures the changes inthe repayment ratio as a result of a unitchange in any of the borrower-specific socio-economic and demographic factors and insti-tutional factors holding all the other factors

constant. A total number of 120 farmers wereused for the analysis. The Pseudo R2 value of0.8296 means that about 82.96 percent ofvariations in the dependent variable was ex-plained by the independent variables, indi-cating relatively high explanatory power ofthe model. In testing the hypothesis that Ho:b1, b2,…, b10 = 0, against the alternate hy-pothesis Ha: b1, b2… b10 is different fromzero, the F statistics was employed. 

Loan Repayment and Its Implication on Agricultural Financing...  / Amedi et al.

Variables Coefficient RobustStd. Err t-value p>|t| 

Sex -0.08137 ** 0.03393 -2.40 0.018Age 0.00186 0.00268 0.69 0.490 Hhs -0.01033* 0.00614 -1.68 0.096Of 0.01233 0.03461 0.36 0.722 Vout 0.00002 * 7.04006 1.75 0.083  Gs -0.01013 *** 0.00380 -2.66 0.009Lmon 0.00645 0.03802 0.17 0.866 Fmexp 0.00063 0.00359 0.18 0.861 Tdis 0.13174* 0.07253 1.82 0.072Ext 0.02105 0.03580 0.59 0.558 Goodness of fit Number of obs= 120              Pseudo R2= 0.8296F (10,    110)= 2.83                 Prob > F= 0.0037

Table 7
Tobit Regression Result of Factors Influencing Loan Repayment Performance

Dependent Variable: Loan repayment ratio (LRR)*** p<0.01, **p<0.05 and * p<0.1
The F-value (Prob>F) of 0.0037 implies thatthe model is significant at 1 percent or is sig-nificantly different from the critical value ofF at 9 and 111 degrees of freedom for numer-ator and denominator respectively, at signif-icance level of less than 1 percent. The modeloutput revealed that the null hypothesis is re-jected, implying that the model can help esti-mate the relationship between loanrepayment ratio (dependent variable) andthe hypothesized explanatory variables. Fiveof the variables were significant whiles therest five were not significant. The significantvariables include: Sex, household size, value

of output, group size and timeliness of dis-bursement while the insignificant variablesinclude age, off farm income, loan monitoringby credit officers, farm experience and accessto extension contact.The regression results from the model haveshown the essence of borrower-specific so-cioeconomic and demographic factors (bor-rower’s sex, age, household size, off-farmemployment, value of output and years offarming experience) and Institutional factors(size of FBO, loan monitoring by bank offi-cials, timely disbursement of loan and effec-tive extension service delivery) to have
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Borrower’s sex (Sex)Table 6 shows that, farmers’ sex negativelyand significantly affects loan repayment per-formance of farmers at 5 percent significantlevel. Sex’s coefficient of -0.08137 impliesthat additional male beneficiary is morelikely to reduce loan repayment ratio by0.0813 unit than in females. This suggeststhat loan repayment ratio increases as femalerespondent increases. This result met a prioriexpectation and supports the findings ofRoslan and Karim (2009); Udoh (2008);Amedo (2000); Zeller (1997) that the multi-plicity of responsibilities of men as breadwin-ners may require them to divert the proceedsfrom their farms to pay for domestic financialcommitments rather than fulfilling their loanobligations. On the other hand, women maychoose less risky projects and exhibit a highsense of responsibility and are affected by so-cial pressure.
Household size (Hhs) Household sizes of loan beneficiaries wassignificant at 10 percent with a negative sign,which implies that beneficiaries with largerhousehold sizes tend to have lower loan re-payment ratio than those whose householdsizes are smaller. The coefficient in the esti-mated model is significant with the expectedsign, supporting the hypothesis. The resultsuggests that the burden imposed by a largefamily was likely to squeeze agricultural re-sources from which loan could be repaid. Theco-efficient of the variables implies that ashousehold size increases by one person, theproportion of loan repayment performancealso decreases by 0.01033 units. This resultmet a priori expectation and corroboratedwith results of Ojiako and Ogbukwa (2012),Ugbomeh et al. (2008) who in their studies ofloan repayment found that larger householdsizes decreased loan repayment performanceof farmers. The household size did not yielda positive sign because the dependency ratiocomputed in appendix (3) showed that 86

out of 120 respondents’ (72 percent) house-hold recorded dependency ratio above 0.5which means that there were a larger num-ber of children (<15) and elderly (>64)within the household hence could not con-tribute to farm labour.
Total value of output (Vout)The result from the regression shows thattotal value of output (Vout) has a positive re-lationship with loan repayment ratio at 10percent significant level. This implies that aunit increase in the value of output increasesloan repayment performance by 0.00002units. The value of output increases the in-come of the farmer hence their capacity torepay the loan faster. This implies that mostloan beneficiaries are rational in nature arewilling to settle their loan facilities all thingsbeing equal. This variable conforms to the apriori expectation and supports the argu-ment of Gebeyehu (2002) that as productiv-ity determines the wealth of the individual,value of output will have a positive relation-ship with loan repayment. 
Group size (Gs)The regression output presented in Table 7indicates that at 1 percent significant level,group size was negatively associated withloan repayment performance.  This impliesthat as group size was increasing, loan repay-ment ratio was decreasing. It could also be in-ferred from the result that for a unit changein the membership of a group, there is0.01013 decreases in loan repayment ratio.This suggests that the bigger the group sizethe more imperfect is informational flows be-tween members leading to poor monitoringas well as poor repayment. The result met a
priori expectation and favourably supportsMaru (2007) and Zeller (1997) that as the sizeof the group increases, heterogeneity in-creases and the more imperfect is the flow ofinformation among members and repaymentcan falter because of poor screening and mon-itoring. 
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Timeliness of loan disbursement (Tdis)Timeliness of loan disbursement finally, in-fluenced loan repayment performance posi-tively and significantly at 10 percent level.The result indicates that a unit change offarmers who receive loan on time increasedloan repayment ratio by 0.1317 points. Thismeans that an effort aimed at disbursing theloan in good time to carry out specific activitywill go a long way to increase the loan repay-ment ratio by about 13.17 percent. This re-sult met a priori expectation and supportsfindings of Zeller (1997) and Johnson and Ro-galy (1997) that timeliness of loan disburse-ment is important when loans are used forseasonal activities such as agriculture. Theyalso argued that elaborate appraisal and ap-proval procedures delayed disbursement andhad poor repayment performance on the pro-gram.
CONCLUSION AND RECOMMENDATIONThe study examined the loan repaymentperformance of smallholder farmers underthe MiDA agricultural credit program inHohoe Municipality by looking at the factorsthat influence poor loan repayment perform-ance and whether statistical difference existbetween loan applied for and granted underthe project. Findings of the study revealedthat, out of the 120 farmers interviewed, 43percent applied for loan between GHS 2,100-GHS 4,000; meanwhile average loan appliedfor was GHS 5,105.08. Again, 34 percent ofthe farmers received loan between GHS 2,000or less and 36 percent received loans be-tween GHS 2,100-GHS 4,000 as against aver-age loan amount of GHS 3,706.11. Toconclude, the general result showed that,loan sizes received by farmers was signifi-cantly lower than what was applied for. Thismight have limited farmers’ capacity to opti-mize farm investment thereby affecting farmoutput and productivity negatively and low-ering farm income necessary to repay loans.Based on the findings it is recommended that,financial institutions should always meetwith farmers to carefully negotiate loan

amounts based on realistic crop budget to en-sure adequacy and build trust.The results obtained in the study also re-vealed that household size, sex, and groupsize are the factors reducing loan repaymentperformance. On the contrary, value of outputand timeliness of disbursement are the fac-tors increasing loan repayment. These factorsshould guide banks in loan approval to re-duce poor repayment. Specifically, smallergroup sizes/household sizes of FBOs im-proved loan repayment and larger groupsize/ household size vice versa. About sex, fe-male respondents performed relatively bet-ter than males. Looking at the positivevariables, increase in the value of output in-creased loan repayment performance andthose farmers who received loan on timeshowed increase in loan repayment perform-ance. Based on the findings from the study, itis recommended that, financial institutionsuse factors found to have significant effectson repayment performance (value of output,timely disbursement, household size, sex,group size) as key requirements to screenand administer loan to farmers. Secondly,Ministry of Agriculture in collaboration withproject initiators should help farmers in-crease output so as to increase income torepay loan. Finally, banks should give creditto farmers on time so as to have good yieldsand improve upon repayment. Improvementin loan repayment performance will entice fi-nancial institution to have interest in agricul-ture financing.
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