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ABSTRACT

abo. L.S; San

inance
r | ‘ igeria The objectives of the study were to highlight the socio-
economic characteristics of the respondents and determine factors affecting the Tepayment rate of the microfinance
anstitutions in the study area. A Multi-stage sampling techn;

ere females and were married couples (71.5%). The
mean age of respondents was 41.12 years. Average family size of the respondents was 8 people. Most respondents
also had modern education (70%). Crop farming, poultry farming, artisans and trading were the major occupation of

the beneficiaries and have been in these businesses for over 11 years for most clients. Capital turn-over base for
most beneficiaries was =N=114.000.00 - =N=144,000.00 which suggests that they were small-scale business
» operators. The result of the regression analysis s inants of repayment rate of the beneficiaries .of

» Dependency ratio, Educational attainment, Age of the
bencﬁctaries/instiLutions, Type of enterprise operated, Level of experience, Profitability Index, Interest rate,

Qutreach of the institutions, etc. It was however recommended that extension education, provision of infrastructure,
fmanpower training etc; should be provided for the beneficiaries in the area. '
hy ®

KEYWORDS:- Microfinance Institutions, Institutional Factors, Repayment Rates.

INTRODUCTION

Microfinance Institutions (MFIs) represent institutional - arrangements »\{hich prOVide. micro-cred_it to the poor
productive to finance economic activities. These MFIs can be formal, semi-formal and }nfc?nnal. They render both
“financial (micro-credit) and non-financial services (e.g. commu.nity develop_me'nt activities on both h?alth_an‘d
training on vocations) to their members mainly the rural (productive) poor, especnally.w‘ome“n. They pr'ovndc crc_dlt
110 the poor who are vulnerable to income fluctuations in times of peeds, thereby permitting Consumptionfsoothlr;%
(Weiss and Montgomery, 2004). Some of them are legal entities and are -n:xostly.reillsteregogsl)not or profi
£ompanies limited by guarantee and as such are able to sue and be sued under Fhexr name( arx,‘ :

It hizs been documented in many development economic theories thatr’pne factor_mll;q:)'mptg t::c ;;;a}zgzg 2?
development goals in less developed countries (LDCs) is the populace’s generz;l nd I;t){l Othe e Botekia]
Production, especially finance. This limits the entrepreneurial ability of the 13530I)de 'CSP‘:CCWainX incgme. g, ok
employment opportunities and household prospects for creating wealth a“l 1frnp s h(g)]din SO
Nirepreneurs such as farmers, traders and artisans are engulfed in the vicious cycle of sm gs .

low savings and 1ow capital investment.

. : 1 ic growth,
Over the years, the macro-economic objectives of the government had Pefr‘.,lg.f?’ r:?;&:??;;? ;ﬁg?r:,foi main
Teduction of unemployment and poverty, among others, provision of 'credlg acili Clgm 5P Nigeria’s okt Rob nd
0ccupation is agriculture and farming (Baba, 2004), and contributing 9 ,.Pc’f e e e
livestock under favourable conditions. The inability of this sector (o realize its fu clzivities
..éigisting financial gap between the demand for, and supply of credlls‘for €conomic a .

; ' ise ies, the
o b i terprises and rural economies,
However, in an effort o facilitate credit flow to farmers, small and med";m:"ﬁc:ﬁwm} 0 R e
Federa] Government of Nigeria (FGN) introduced Agricultural Credit an g

! ic B urs as an ntervention lTlCaSl‘.ll'BS t a i : gr
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: \griculturdl, Cooperative and Ruraf Devciopmen
5. The \"""”‘”; )A) was established in 1978, as wel| as Ruyry
Bank of Agriculture I,’ ‘(,;h‘f" rural ventures (Ogunsumi, 2007). ¢ v 1) 2Ry
ultaral "“”“”""T,g'.'i\ in their separate studies revealeds that most qf t}?’ delak Ra“hj
d Oy ”W,‘:l'; \‘\ ,‘i,»';,lmm-i;mnn for agricultural transform
cemtance and ¢

;ui(m/modcrni}a
Id the expected and significant results.
s O vields

‘ ]
formal financial institutions to provide I'in;mf:iul sgrv:lc‘cs‘m.llhc'url)ar.] a Fury]
. povernment sponsored development !m;mcml schemes gcnv(% birth o 4
-';-H\ l\I\\‘\u*m\ Known as micro-credit, l! is rcg:u'(_lcd “S‘Hn_am"DOVen )
‘ 1\\ | METs by definition, are those financial institutions (Semhf'orma], non

torganizations) involved in rural development and poverty allcvmtion th
‘\"'.31\'11 Ul g - 5
ogram./facilities (Marx, 2001).

» program like provision of credit to the fam{crs will cnable.lhen}reap ;he €Conom;

) . ‘; p;.n\iucl\, created demand where none exnsted: 1mr0.d.u'ct10n 0 fsupp ementar
- l‘:\‘wn utilization and promote steady ﬂo\y, and pr.ovxdc? uulm.cs to satis o
s however, noted that many of these mter'vennons 1ngludm U] e 00‘7)'

Vorld zlmk. UNDP Micro-start projects etc) have dwerte_d COl]S'ld(-?rablC resource§_to supplyip

e of institutional settings, but the results have been dlsapP01nt1ng. The financia
and operation efficiency were not encouraging
[ oW repayment rates

Poor repayment rate of credit from the f
decreasing the ability of the lender to

nancial institutions, like the MFIs reduces lenders’ retum
that the issue of enforcing loan repay

&enerate resources internally for institutional growth, Bersley ( 1994) affirmey
ment constitutes a major problem in credit market. :

The study therefore seeks to provide answers to the fo

omie
characteristics of the beneficiaries that have direct and indirect effects on their enterprise in the Study areg Wha
types of enterprises are engaged in by the beneficiaries and what are the‘sogio-economic factors a.ffect.ing-r
fepayment rates of both the beneficiaries and the institutions? The study objectives therefore, are to hlghllgm lh?
SOC10-economic characteristics of the beneficiaries and determine those factors that affect Teépayment rates of g,
beneficiaries and the institutions? ‘

llowing research questions. What are the $0Ci0-ecop

_ . 2 i
ith encouraging entrepreneyrs. especially the farmers to access micro-

» @ well as ensuring food security-a focal point of the transformation
agenda of the FGN. Furthermore, injection of capital by Govemmen; and Non-

METHODOLOGY
STUDY AREA

The study was conducted in Niger State.of Ni

ch,
geria. Data for the Study was collecteq between May, 2009 and Mar
2010 through field survey and using interview Schedule. Cred;

entrepreneurs who are i

edit is one of the critical inputs requ".ed Y
either farmers, traders ili (
Innovations, Generally, there are a few financ
farmers in the study area. The institutiong are § that are ejthey fo
Or traders in the area after ac_knowledging the fa

5
. o . [0 farmc
rmal or informal, that provide credits to
important source of income/empowcrmem, emplo

o tes al
: A ; titutes
ct that thejr activities (production and marketing) cons
yment and $0CI0-economijc development of the area.
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_— TA COLLECTIO
(RCHNIQUE AND DATA COLLECTION = . . .
o for this study is the farmers engaged in maize and rice enterprises, the marketers of these
mwn v . . “ )
: Pt he potters that were beneficiaries of the MI-I.\‘. in the xlllgly area. A multi-stage Sampling (MS)
sroducts and sed 10 draw up the respondents and the MFIs. The sample frame was provided by the Central Bank
usca ¢

\\\“‘l |\" )
get populal

4 oW .‘xl;\\ or the list of formal MIds, Community Banks (CBs) that transform into Microfinance Banks
§ Nige ,»\,u i informal MELs. In stage 1 of the sampling procedure, two (2) out of the three (3) agro-ecological
MIBs "7““"“]‘1"“"\‘\\‘1\ selected in consonance with the Niger State Agricultural Development Projects (NSADP)

“: L Jl GAs i consonance with ecological characteristics and cultural practices, The zones selected were

e v one 3. In stage 2 of the sampling procedure, MFIs which are stratified into formal, semi-formal and
B ol I « randomly selected. From each stratum, 6 institutions were randomly selected, thus giving a total of 18
S oo “-tu:c and 36 MFTs for the state. Furthermore, two executive members of each of the selected MFIs were
N envicw c'd. [n the final selection 5laigcj.6 rc_spondenls/bcncﬁciarics frorp each of the MF'I‘; ina ione.wcre randomly

‘“1 thus giving a total of 72 beneficiaries per zone and 144 beneficiaries for the entire state. This represents 72
al number of LGAs in the state.

e | and

\MFIs per

]
]

per cent of the tot

The Data for the study were from a combination of both primary and secondary sources, but mainly through ic
former. The later was obtained frqm mCOFdS and documents of the UNDP, World Banlf CGAP (The Consultative
Group to Assist the Poor) and their w_cbsne from the.mternel, periodicals, magazines, journals, textbooks, annual
sccounts and returns from banks. Additional information came from official documents of the State’s Agency for
feonomic Empowerments as well as Special programmes targeted at rural development. Primary data were obtained
using two sets of well structured and pre-tested questionnaires. One was for the selected institutions and their key
nfﬂc‘ials who completed them. The second set of questipnnaires-was for the loan beneficiaries. Essentially, it was
corroborative of the information in the first questionnaires and helped in determining the workability and constraints
of each scheme. Other data gathered were those on the socio-economic characteristics of the respondents including
ace, farm size, household size, educational level and gender. Additional other information gathered were those of
p;oducnon resources, and farm outputs during the period. -

ANALYTICAL TECHNIQUES

A combination of both Descriptive Statistics such as tabulations, frequency distribution, means and averages,
percentages etc, and Quantitative teghniques like the Multiple Regression model were employed. Descriptive
Statistics was used in analyzing the socio-economic characteristics of the beneficiaries as well as their enterprise
types. Multiple Regression Model was employed in the determination and influence of the institutional (Socio-
economic) factors on the repayment behaviour of the beneficiaries and the institutions in the study area.

MODEL SPECIFICATION

THE MULTIPLE REGRESSION MODEL ‘

Regression analysis was employed to determine and isolate factors which affect repayment rate and the extent to
- which these factors explain repayment. To determine and isolate these factors in the study area, four functional
forms Linear, semi-log, exponential and double log functions were fitted and the best functional form selected.

The regression model employed for this study was fitted as follows:
Linear Functional Form: _
Yi=Bo + BIXI A7 BzXz 60 GG DEOBGADAG 0GOS B16X16+ e B Equatioﬂ 1
Semi ~Logarithm Functional Form: '
Yi =LogBo + B, LogX,; + B;LogX,+ ....... + BiglogXs+e...... Equation 2
Double — Logarithm Functional Form: : : ,
Log Yi = LogBo + B,LogX; + B,LogX,...... + BjslogXig+e€....... Equation3 - :
Exponential Functional Form: ! _
e Log Yi=Bo + B |LogX; + B, ,LogX;...... + BisLogXis+e....... Equation 4
ere, )
Yi=Repayment rate (%) : Mean Percentage of amount repaid,
Xy = Loan size ()
X3= Dependency Ratio (Children as percentage of total household size)
X3= Level of Education (Years of Formal Education)
X4= Age of clients/Age of operations (Years)
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‘ ing enterprises only =

nmy variable: Farming enterprises o y 13“(1 ther
s (DUl ) ‘

terprises type (
X.= Enterpn o
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SPESEEYS

Repeat Loan (N) (Percentage of females in the MFIS/SChCme, o
‘ ance factor (Percentag
Gender dominai

e tes, crop failure, income lose dye to

y ks (No. of family emergencies, crop hnlurg lm i

\, O¢ | s C ‘ - I i i s
S 1m idence of pests and diseases, major socia

o -
months etc). ' i e 8
Aji= Portfolio Diversity (Proportion of members that h
| more occupations). il

Xi4= Outreach index (No. of Participants —

average No. of groups).
e = Error term

that OCcurreq jp, the

Prey;
VlOus 13
'y or

product of average group size anq

RESULTS AND DISCUSSION

omic characteristics of MFIs beneficiaries in the Study ar,
were females and males

€
constituted only 32.6%, this im
tudy area was mostly dominated by female éntrepreneurs. Thjg probably may be e s
at female folks are mostly into marketing and trading enterprises, However, this is contrary to the populy

veliet about the study area, that farming ang other related busjpess are dominated by the male folks and tha femal
e only to Prepare food for thejr male counterparts whjle working on t business centers,

deneficiaries of MFTg (67.4%)
beneficiaries of MFIs in the g

e fact th

2. Majoriy o7
Plies that the 1,

tolks ar

he farm or i other
Table 1 also shows that majority of the benefi
The mean age of the respondens was 41,12
' the young beneficiaries of the MFIs ip th

ciaries (about
years and the m

35%) were of middle age it about 45%
€ area could pe

od‘alvage‘ group wag 4] -

Dusiness |jke trading

Ie, etc, it therefor,
lerr

and artisanry are Surroundeg by risks up
='ms of marita) sta

: © pecause farming and other relid]
) Certainties, i 1seases infestations
€ requires pegpye Who are ghie s .such._as ﬂoodmg_, pests/dis milaly
45, 71.5% of the benefs iy 1o 18 10 take rigk o FXpectation of profit. Similarly
claries of My, Were marrjeq couples. e
0 e lecono N Ch"f‘m‘?te““‘,cs Presented in taple 1. The family Smd ;
the farm ar'gni iy size could imply Probable. more family i ajrimé‘
resnce of large family gy especially in traditional o i
sed in tradiri o carcher, fa; Y laboyy :Sour(:e it UCtivity jp food Crop production in Kwara fore
| fhhdirin,:(lid é:rf)n«zl afgrlcu ture, therep, nabling Cuft?oun?[ed ' 4 Significan, Proportion of the total l::lbO“[h’e cos
> g 1abour g arm operyi i Vatiop of | in
fish Production gp, arke[:in l.()ns.. Credence ¢, thi arge hectarage of farmlands and reduc ogb]emso
€NCOurageg Iargc-scale pr()duul'n ekt State, Nige S0 Subpm; ¥ danitsa (1994) in his stidy i pt;epreﬂ
Explaineq that the imp icatiOn O;)lna an _ma.rketm - Howeye ml:)ted t arge farm]y size among thc cnndo (1998
*0 that only , Meager gy IS saye :mz faml Y Sizeg that far,n']El i Etuk (1993) and Baba and Wa '
' NVeste
Agricultyre a ua

; 1y 1nco
Y Xpendityre tends to draw more on family
Other agrie | n fam‘ung. . =
(over 70%) having T r“ lUrg relate, i
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sequent greatey Output for €rs. The j
N 150 EXprEssed by oo (1988), in hig gpuq
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oral factors are known to affect the credit needs of farmers and other businesses, prominent among th
husinesses, g these

,\)1‘1 seN ; i . Y e ]
bctors 4rC Jue to their past experience. Most of the beneficiaries of MFIs (70%) were literate with one form of
N : s thr 2 AT, : (5]
education Of the other; having gone tll(t)ugl'l at least primary school education. This suggested that the majority of

read and write, and by implication can easily be educated on skills” acquisition to improvcjon zic?r

the chients can
Wance, whic
j capital (Binsw

education stitches), bene

h could translate to increased productivity and higher incomes with hi ity t

anger etal, 1993). In spite of high level of literacy (which is prgzz:rﬁxrl?r)\fln; lc;ﬁetcic:cri?ééhc
ficiaries of Ml_:ls in the study area have little or no record kept. However, about 30% of thrz
respondents in the study area had acqugrcd no form of formal education. These findings on the literacy level did not
concur with Adewumi etal, (2005), that although farmers are educated with one form of education or the other,

majority of them did not have primary school education.

ffl W
h\n-‘\\\ L

¢, the enterprises size (Turnover in Naira for farmers, Traders and Artisans) is also revealed in table 1. It
. of the beneficiaries (20.8%) had a capital turnover base of between =N=114,000.00 -
This suggests that most of the MFI clients in the study area are of low income groups, operating
mple, 80 percent of the poultry farmers sampled have not more than 152 birds in
£ birds was 102). Also, the arable farmers had an average farm size of 0.40 hectares

Fyrthermor
shows that mos
=N=144,000.00.
small-scale enterprises. For exa
their stock (and the mean stock 0
scattered in different plots.

Table 1: Socio-economic characteristics of MFIs clients £=l44)

I
Age Group (years) Frequency Percentage
10-20 2 : 14
21-30 7/ 1% 4.9
© 3140 56 389
41-50 68 472
51-60 9 ‘ 62
61-70 _ 2 : 1.2
Mean Age Group = 41.12 years
Modal Age Group = 41-50 years
Gender:
Male 47 ; . 2326
Female 97 : 67.4
Marital Status: -
Single : 29 : ' . .202
Married 103 *E 715
Divorced : ' 4 . - _ 2.8
Widowed 2 : 14
Separated 7 : 4.1
Family Size : : :
1-4 42 29.2
5-8 71 e - 493
9-12 2D _ 513
13-16 9 ' ' 62
Mean Family size = 8
Standard deviation = 4.6 ;
Characteristics Frequency Percentage
Enterprise Experience (Years): '
}-5 17 11.8
- 6-10 ' 25 - 17.4
l-15 61 ; 42.4 :
16 -20 22 15.3 -
21-25 15 10.4
E> .05 4 27

(X) = 11.4 years

- SD=82 years
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ion or the other, ranging from arable farming, Uéding

OF BENEFICIARIES oF MFIS
This 18 revealed intable 2.-

y area had one form of pri
forms of businesses like t

mary occupat

ENTI RPRISE
he artisanry-

MT clients in the stud
poultry farming {0 other

primary occupation (N = 144).

Table 2: Distribution of MFIs clients based on their
ltem _ QMC
48 33.3

Trading

Poultry farming 27 : 18.8
Crop farming 41 28.5
Agro-processing 17 ' 11.8
Others (Artisan) 11 7.6

"
i

Table 2 i i '
able ' ‘ of 1\{1Hs micro-credit program were traders while 60
orm of agriculture or the other, with crop farming taking the lead (28.5%), followed

percent were involved in one
and then agro-processing (11.8%). Artisans (Pottery, carpenter, tailoring, vulcanizing

by poultry farming (18.8%),

barbing)

Jarbing) brought the rear (7.6%). It suggested that trading was the primary occupation of the greatest numbel
tituted about 6

) St :
y

Source: Field survey, 2011.

5 revealed that one-third (1/3) of the beneficiaries

[I)t}ﬁi&ggz;m OF EA(iTORs AFFECTING REPAYMENT RATES OF MFIS
e minates include those of MFIs as well o
e e x as well as those of the beneficiaries i y of th
the highest R? (0.79356) ?c;l»sle:[ -:Og functional form was chosen because it gave .thTagle L Ofwm
functional form shows u{at 11 vi . at?[cmrd error of Y estimate (0.0846), and %he hi ; e Fhe cqu;%%n o
= ~ H aI . . , n .
il e (;:ffe§ out of tl}e 15 employed were statisticall 2 es_t F - Velto U 0; ant
as appropriate form to repr ‘F“_mt ol LI ol . y Slgmﬁcam : n (P<0' ) j
present the activities of the MFIs in the area (Ic\)lrc;nc'and s e e vid
1 e anitsa, 2012).

Table 38: Summ 3
i ary of Ré : ;
gression Resu!ts: Determinants of Loan Repa -
' ‘ yments of Respondents. =

Variable
Loan size (X,) ___ Unit ) _
Dependency Ratio (X,) Naria Coefficient t-ratio
l/:egvcé of Educaton (X2) Percant 0(-)0323665 3.4007°
g 4) Ycars . e -3.4216
) metky Years e i SOLILE
i < ¢ i D s Ol -32
Profitability i g i
Tty index (X;) o 0.0573 2.8947*
mw 0.0646 2.7561*
Da 0.0728 3.4525*
0.0524 1.037L |
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Interest rate (Xo) Percent

T —y

Repeat loan (X o) Dummy 0.0669 ,2'23(;;;))_/*
Gender factor (Xyy) Percent 0.0872 1'0( 18
Stocks (X13) Ranking 0.0481 3 ‘3)6(1*
Porttolio diversity (X3) Dummy 0.0617 3 11\845*
Qutreach index (X4) Number 0.0844 3.‘7639*
Methodology (Xs) Ranking 0.0841 2.8761%
Constant 84.3562
R’ 0.7936
F-value 7.3286
n 144

) d.f 130

*LOS at 1%

Source: Field survey Data Analyses: Computer Printout, 201 1

From table 3, it is evident that the variables that were statistically significant (P<0.01) were: Loan size (X,),
Dependency Ratio (Xy), Level of Education (X;),Enterprise type (Xs), Experience (Xg), Profitability index (Xo),

Shocks (Xn),_apd Poqfolio diversity (X,3). Meanwhile, those factors not found to be statistically significant were
Age (Xy), Training period (Xg), Repeat loan (X,9) and Gender factor (X,).

For the loan size (X)), the analysis reveals that the greater the size of the loan, the lower the default and the higher
the repayment rate by the beneficiaries. This is because it is contended that bigger loans make possible. larger
investment opportunities with potentially higher returns that facilitates repayment. Njoku and Obasi (2001) isolated
loan size, between two other variables as important, and have positive relationship with loan repayment under the
ACGFS (Agricultural Credit Guarantee Scheme Funds) in Imo State, Nigeria. Also Ike and Abojei (2009) revealed
that the size of the loan advanced to the farmers under the Delta State Agricultural Loan Scheme has a significant
relationship with the repayment efforts of the years under study — 1993, 1998, 2000 and 2004. However, this
findings did not concur with Zeller etal (2001) in their study of group based financial institutions for the rural poor
in Bangladesh found that the greater the loan size, the greater the probability of default. Infact, with regard to the

the institution the lower the repayment rate of the clients.,

Dependency ratio (proportion of children and other dependents to the household) (X;) was statistically significant
but inversely related to repayment. This suggests that high depcndency ratio impair_f:d repayments due to huge
outstanding commitments. This argument was to facilitate the full reallizauon of producnon credit and ensure prompt
repayment. The vulnerability of households with high dependency ratio to bear risks could turn out to be the “raison
‘d’étre” to ensure minimal default. This was the findings of Zeller et al (2001), and it was based on the fact that
consequences of adverse economic shocks were more serious for c.hildrcn. Hc?nce, Ce:tris Paﬁb_us, the higher the
dependency ratio, the less likely the default, because households with lower risk-bearing capacity would want to
avoid the loss of future borrowing privileges. In other words, vulnerable households put a higher premium on
maintaining access to future credit, and this would make more sacrifices in order to repay the loans promptly and
avoid default. ‘

Level of educational attainment of the beneficiaries of MFIs credit facility was alsq ppsitivel)f significant at 1%
(P<0.01). This could be interpreted that as the level of education improved the beneficiaries glso improved abl.lnty to
read and write and in the process, improved dexterity in the occupation (greater potential for the adoption of
improved farming technologies or expanded farming activities, which concomitantly improved profit and the
capacity to repay loans). ; '

Enterprise type also has a posifive statistical relationship wi_th‘ repayment rate. Anjsans repay loans b(_:tter than
agricultural businesses like crop farming, poultry, fisheries, forcstry. etc, wh_lch was replete with more
risks/uncertainties than any other economic activities and in addition requires gestation period. These could cause
repayment difficulties, if cash flow becomes untimely. However, the study by Zeller etal (200 l.) reporteq a contrary
view, with the default increasing with those groups having a greater proportion of non-agricultural income. He
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‘ BIS
o to bail out errant membet

i casiet {«
{

V7] ) Je s 1 y
(ve and significant at the 1% level, s.u.g;,w“"b thzt e 'ength of o f
. YOSIIVE « e - ause experience provi
fos Wee ll\\ in repayment. This was because exper abl (IJ) iy ed the ¢ Mpag . . N,
. sotent factor 1 ik businBss environment and was a veritable decision too], Ta Wit !
1 N N _‘ DL

. ble W
v . il : T i ) SOl g It}
avigated the “llm“ﬂl( or more years in terms of business experience. Thig findi, hoyy,
nts had eight ¢

feaene

ty
, o o ‘- i 0 g a!
¢ responde repayment capacity and coefficient of expcrtgf{lce c;)rroborates thoge fplksn"’w
stween repe . |
nonship !»umti‘ricxlmc among other factors all contributed significantly to loan re
od that farming €Xpe é

Paymem. ¢ Qm')}:

po bt ¢ 01 i
- jex was positive and statistically Slg“‘ﬁcant d.t e Lo Shet )1 ar.ld wgs m_COUSOnance Wi
M-y - ;ﬁlaﬁili[)' ratio of income to costs) had direct and strong relationship iy i,
at profitab

7 : ) . : 5 Meng,

xpectation th h b is unprofitable and is an jng;c..: T
expec ‘e enever a business p ICation op i,
ecause difficulties in repayments arose W, 3 e ey ¢
sement ability. :

crest rate represents to a large extent cost of capital and its malgmtugc:h{nayasie;é(l):a);sn;galz_ the profit g

v enterprise, including the institutions. Accordingly, the: cgefﬁcncntg IS V: rh : ga Wel.y
Gemficant at the 1% level in consonance with the apriori cxpgctauon,_wh!c meant that the hj
“hareed by the MFIs the lower would be the repayment by the.chents. ngh %nterest r{lte and ﬁ“ndW'deducﬁomcﬂ
agnicultural loans is usually considered to be high due to rlslfs/uncertalvntles_ assoptated w1th_most enterprg
especially farming or agricultural enterprises. The implication of interest rate on repayment Capacity of cliens g,
n:;:hu su'ppnn in literature (Adams and Vogel, 1999, Udry, 1990; Nyva_ru etal, 2006) who variously asserted that
demand for capital and repayment rate decreases with an increase in its cost.

. gin
S1gned apg ]

. s
gher the Intery

Shock 1s another statistically significant variable and has to do with d
crop/income failure, major social events etc.

other words, as number of shocks increased, d

ifferent types of farming emergencies [j;
The coefficient was negatively signed and significant at 1% level |
efault of respondents also increased.

payment rates of beneficiaries of MFIs, and is defined by

e pre y occupation. It is therefore, an indicator of asset’ portfuld
diversity of the groups/respondents. It was positively

y of the gro signed and statistically significant at 1%, suggesting that as e
portfolio diversity increases, the ability of the beneficiaries to repay borrowed funds increases. 2

The other fou
the MFls 1

signed, megq
agrees with

r factors (Age, Tra
Ut were not gignify
ning that as the pe

Ajakaiye (1997),
€ labour availabil

s ' : ‘esﬂﬂd
Ining, Repeat loan Gender), which the benefici® =,
el ) affected loan repayment of the ati

::f[:;ii;tﬁ l:oth 1% gxlnd 5% LOS werc'positively signedp except age that “{fg?gfﬂ-m
$ gro : s ;

that age digsrtr;zlzider they are no longer keen about obtaining and repay’e et

e of
: i On could be yseq to d i ayment ability
ity for agricultura] production declines wietthegzléne W iy ¢

SInce effecyjy

The equation for the regression re

% sult can generally be represented thus |
BY)=8435¢) , 0.0736X,- 0265X. ’
(3.4227*) 2

) (341260, ?:;20311061’53) 00497, 40,0573, + 0.0646 X6+
' T -8947%) (2.7561 =)

-0.0481X, +0.0617Xi3 +
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L0371)  (:2.9667%) (1.2982) (1.0638)  (-3.5661%) (3.1842%)

4 Te %
Jx'~\

y 0844 X4 4 0.0841 X5
1 7689*) (2.8761%)
R? =0.7930 F-value = 7.3286 ¥1% LOS
CONCI USION AND RECOMMENDATIONS
it is evident that ME1s exist the study area and rendering micro-credit programme to agricultural

From the 5“1‘1.\" 1
raders. The beneficiaries are actually small scale entrepreneurs with little capital. Micro-

perations which enable them earn higher income for raising

lleviate poverty :}nd repay the loans from the income generated. However, many factors
including interest rate, repeat loans, training period, age of the
se type, etc. To enhance the performance of the
xtension be provided to the
nfrastructures in the area, the
e should be given to the

defaulting beneficiaries should be denied of

1s and t

;;.:rcrrcncurs, artisar
he MFIs enhance their scale of o

':' facility from 1
« thelr standard of living, a
determine  their repayment capaciues,
bcncﬁcian‘cs/in.stitulion, size of the loan, level of education, enterpri
bencficiaries and the institutions in the area, it was suggested that education e
bencficiaries on how to utilize the micro-credit facility, there should be provision of i
MFTs should employ competent and trained/skilled personnel, concessionary interest rat

beneficiaries especially those involved in agricultural enterprises,
repeat loans and made to face the wrath of the law among others.

et in Low-income Countries, Agricultural Development in the
eds) Baltimore: John Hopkins University Press. 175Pp.

yment capacity of Small Scale Farmers”, a case study of
Unpublished B.Sc. Project, Department of Agricultural
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