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ABSTRACT

The study assessed the repayment performance of loan beneficiaries under the Ogun State Agricultural and

Multipurpose Credit Agency (OSAMCA), Ogun State, Nigeria, using primary and secondary data. 240

respondents were sampled, using multi-stage systematic random sampling. Descriptive statistics, Logit and Tobit

models and t-test were used to determine the factors that influenced the repayment and determine the

significant differences in repayment on yearly basis in the study area. Empirical results revealed that, Loan

volume disbursed, disbursement lag, farm location, age, farming experience and educational affected repayment

by beneficiaries and were significant at p$0.05.  The mean age, farming experience disbursement lag, farm

location and farm size were found to be 43.3 years, 20.5years,15.4 weeks,17.6 km and 2.3 hectares

respectively. Reasons adduced include incidence of flood, pests and diseases, low and untimely loan volume

disbursed and distance to the credit office. The average volume of loan disbursed was N 4,690,546 while the

average repaid per zone was N 2,679,260.40 giving an overall RPI of 0.57.It was recommended that,

OSAMCA should provide adequate funds to the beneficiaries at the right time, ease the process of loan

acquisition. apart from intensifying supervision and monitoring of loans  to reduce loan delinquency among

the  beneficiaries in future.

Key words: Loan repayment, Loan disbursement, Ogun State Agricultural and Multi-purpose Credit Agency

(OSAMCA), Ogun State, Nigeria,  Beneficiaries,   Repayment  Performance Index (RPI)

Preamble

Agriculture as the main stay of Nigeria’s economy before the advent of the oil boom, had over 65 percent

of the Gross Domestic Product (GDP) in the 1960s. However, the declining performance of the nation’s

agricultural sector has resulted in the country spending increasing proportion of its foreign exchange earnings

on importation of goods and services hence the slow rate of economic development. In order to improve on

the sector’s production, various Governments identified efforts to promote production. Some of the efforts were

reflected in the implementation of special policy programmes and strategies like Operation Feed the Nation

(OFN) in 1976, National Agricultural Food Production Programme (NAFPP), Agricultural Credit Guarantee

Scheme of 1977, Nigerian Agricultural Insurance Company (NAIC), the establishment of the defunct marketing

/commodity storage Boards  in 1978, the Universities of Agriculture in 1988, the National Directorate for

Employment (NDE),  in the 1990s and recently the Agricultural Development  Programmes (ADPs) of the mid

nineties. For further development, Government intervened in agricultural financing by  establishing  financial

Institutions like the Nigerian Agricultural Co-operative Bank (NACB) 1973, enforcing minimum prescribed



118Am.-Eurasian J. Sustain. Agric., 3(1): 117-125, 2009

percentage of loanable funds in Banks and operating concessionary rates of interest. For these lending

institutions to contribute to development, remain independent and survive, will depend on their abilities to make

good loan and avoid bad loans (Adegbite, 2005).

Agricultural lending has become a vital function in financial operations as it facilitates the economic

growth, agricultural development and improve efficiency . For a farmer to derive benefits from any institutional

credit, the size of the loan, the process of granting such loans,  timeliness in disbursement and  repayment are

very important (Nweze, 1991), apart from level of education, marital status and family size (Ibeawuchi, 2002,

Raheem and Alamu, 2003). Unfortunately, financial lending Institutions in Nigeria, often  shy away from

giving loans to farmers because of high cost of administering such loan and high default rates among farmers

as asserted by Ezike (1984), Nweke and Onyia (2001), Kodieche (2002).  Two principal strategies, “System

Approach" and "Special Programme" strategy, usually adopted in the formulation of smallholder Loan Scheme

present a mixed result with farmers raising issues ranging from retrogressive bureaucracy in processing and

disbursement procedures to lack of organized market for farm produced from loans while the banks alleged

to pay low rate repayment by the farmers.  Other reasons are deliberate refusal to pay by farmers to non-

repayment due to loss of income, devastating crop failures and ill health (Atter, et al. 1991).

The history of institutional credit administration in many parts of Nigeria has not been impressive when

evaluated on the bases of beneficiaries’ repayment performances. In the past, many credit agencies have been

scrapped for gross mismanagement while others were heavily subsidized in order to keep afloat. These

Institutions are concerned about risks associated with defaults against which they have recorded above 50

percent hence, their non-compliance with the Government’s directives to increase their lending to agriculture

(Okorie, 1998). No matter how financially endowed, no financial institution can successfully operate a

revolving loan scheme without loan recipients fulfilling their financial obligations. It is therefore, the aim of

the study to investigate factors that could affect repayment capacities of beneficiaries of loans under the Ogun

State Agricultural and Multipurpose Credit Agency (OSAMCA).

Problems Statement and Justification for the Study

The current world wide economic recession call for effective lending and excellent loan administration.

Structurally, Nigeria’s agriculture is in the hands of small-scale farmers, cultivating  less than 5 hectares of

land. (Olayide et al, 1981; Okuneye, 1985 ). Studies on smallholder loan schemes revealed that the schemes

are constrained by poor loan repayment (Ojo, 1985; Njoku and Nzenwa, 1990), and this has been attributed

by many factors , one of which is “attitudinal” as smallholder farmers regard government–funded credit as their

own share of the "national cake" and  are  always  reluctant to repay loans. (CBN, 2005; Miller, 1977). Other

factors are, high incidence of loan diversion (Nto, 1981; Oboh, 1981) and the occurrence of natural hazards

(Garba,1985). Every effort, which encourages loan default among borrowers, ought to be reversed because of

its adverse effects. It is therefore useful to evaluate, the relative importance of various factors in the incidence

of loan delinquency among borrowers. Such study will provide a basis for correcting the identified problems.

The Ogun State Agricultural and Multipurpose Credit Agency (OSAMCA) which depends on Government

subventions through designated Banks is mandated to ensure credit to bonafide entrepreneurs on a sustainable

basis, was established in 2003. No matter the final objectives of the Agency, it is the generation of concrete

benefits to borrowers that show the success or failure of the micro-credit scheme. It is therefore essential that

a full understanding of the borrowers’ point of view, interest, and problems be considered vis-à-vis repayment

of loan, hence the efforts to study the determinant of repayment of loan beneficiaries of OSAMCA micro-credit

administration from 2004 to 2007.  This is expected to provide basis for developing appropriate policies that

will ensure prompt loan repayment by beneficiaries. 

Objectives of the Study

The major objective of the study is to assess the loan repayment performance of the Ogun State

Agricultural and Multipurpose Credit Agency (OSAMCA) beneficiaries.

The specific objectives are to:

C investigate the socio-economic characteristics of the beneficiaries of OSAMCA small  holder Loan Scheme

(SLS) in the study area:

C determine the factors that influence the repayment performance of the Agency’s loan beneficiaries in the

study area;

C estimate the repayment performance of loan beneficiaries over the period of the Agency’s microcredit

delivery operations;
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C determine the difference in repayment performance  index on yearly basis in the study area; 
C suggest ways of improving on the repayment performance of beneficiaries and loan administration by the

Agency; and to 
C make recommendations based on the findings from the study for policy decisions.

Materials and methods

Study Area

The study was carried out with the Ogun State Agricultural and Multipurpose Credit Agency (OSAMCA),

Ogun state, Nigeria The Agency operates with four(4) major zones as, Ijebu, Remo, Yewa and Egba zones
apart from  the head office at Abeokuta the State Capital. Ogun state, where the Agency is situated, is in the

tropics is covered by a landmass of 16,409.26sq kilometers. The State shares its boundaries in the west with
the Republic of Benin, East with Ondo State, and in the North with Oyo State. It is located within the rain

forest belt of Nigeria with an annual rainfall of 1500-2000mm and a temperature of 30 C. Administratively,0

the Ogun state comprises 20 Local Government Areas with an estimated population of about 3.6 million people

(2006, NPC). 
The Ijebu zone comprises six (6) Local Government Areas namely Ijebu-East, Ijebu North, Ijebu

North–East, Ijebu-Ode, Odogbolu and Ogun-Waterside Local Government Areas. The area  transcends Ogun
State boundary and extended into neighboring Lagos, Oyo, Osun and Ondo states to the south, North, North-

east  and East respectively.  The Egba zone, having its headquarters at Abeokuta occupies a geographical area
of 16,409.26km .Within the zone are six (6) Local Government Areas of Abeokuta North, Abeokuta South,2

Ewekoro, Ifo, Obafemi-Owode and Odeda collectively sharing common boundaries in the West with the
Republic of Benin, in the East with Ondo State and in the North with Oyo State. 

Yewa zone consists of five(5) Local Government Areas namely: Ado-Odo Ota, Imeko-Afon, Ipokia, Yewa
North and Yewa south with zonal office in Ilaro. Ado-Odo Ota, has an  estimated area of 1,460 sq. km  Remo

zone comprises of three(3) Local Government Areas of Remo North, Sagamu and Ikenne . Existing climatic
in  Ogun state,  often results in two main seasons of dry and rainy seasons and the vegetation  is a

combination of forest and derived savanna supporting production food crops like Cassava, Maize, Yam,
Vegetables, and some tree crops  like oil palm , cocoa, rubber, kola-nut. The study area is chosen based on

the location of theOgun-state Agricultural and Multipurpose Credit Agency .

Sample Size and Sampling technique

Multi-stage systematic random technique was used to select 240 beneficiaries in the study area and this
cut across the 20 local Government areas. 60 respondents were selected from the lists of the beneficiaries

which served as the population, from 2004 to 2007 under the Ogun State Agricultural  and Multipurpose Credit
Agency (OSAMCA). 

Sources and Types of Data collected

Combination of primary and secondary data was used for the study. Information was collected from 240

respondents using pre-tested questionnaire/ Interview guides. Secondary data were obtained from the Agency’s
records of credit delivery operations.

Analytical Tools

A combination of descriptive statistics, binary choice Regression analyses and t-test were used to analyze

the data collected. Frequency distribution tables, mean, percentages and charts were used to depict some of
the socio-economic characteristics of respondents in the study area. Characteristic explored include respondents’

ages, educational levels attained, marital status, household size, years of farming experience. Logit and Tobit
probability models were used to determine the factors that influenced the repayment performance of loan

beneficiaries of OSAMCA.

The specification for the Logit model is; 

P

o 1 1 2 2 3 3 4 4 5 5 6 6 7 7 8 8Log )))))) = b + b X +b  X  +b X +b  X  + b  X + b X  + b X +b X + ì...................(1)

  1 - P
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Where:
Y = Repayment performance of beneficiaries.  

1X = Loan volume disbursed (N)

2X  = Farm Location (km) to OSAMCA office 

3X  = Farm size (Ha). 

4  X = Borrowing frequency (No.).

5  X = Disbursement lag (weeks).. 

6X = Age of Beneficiaries (Years) 

7 X = Farming experience (Years).

8X = Sex ,  Male =1, Female = 0 

ì = Error term. 

ob = Constant term. 

P

Log )))))) =     Repayment performance Index , Repayment =1, Non-repayment=0 
  1 - P

Tobit  Probability model

The specification for the model is; 

Y    =     Xâ+ª…………. ....................................................................................................(2)

Where,
Y = Repayment Performance Index  .   

The model s assume that å ~ N (k, 6, I) 

1 8Ø = the cumulative standard and  X ........................ X , as defined above 

Test of significance 

bi
Z = )))))))))  .............................................................................................................(3)

 (Var. Bi)1/2

is is is isb = maximum Likelihood Estimator of B  and Var. b  are the estimates of variance of B . 

Results and Discussion

Socio-Economic Characteristics of the Respondents

The study revealed that, the age of the beneficiaries ranged from a minimum of 27 years to a maximum
of 73 years ,with a standard deviation of 10.9years. Majority of the beneficiaries, (34%), falls within the age

bracket of 41-50years with a mean of 43.3 years (Table 1a and Table1b). This implies that they are still within
the active working years to be productive enough  to repay the loan. This however reflected in the mean

repayment index of 0.57. Most of the Respondents, about 174(72.5%) are males and 146 (60.8%) are married
while few are either singles, divorced or widowed. (Table1a and Table 1b). The average household size in the

locality six (6) members with the majority, 85 (35.4%) in the category of 4 - 6 members in the study area.
The implication is that the relatively large household size will enhance family labour supply on the farms

hence support  productive capacities of the farmers. Majority of the beneficiaries, 100(42%), had access to
formal secondary school education the mean farming experience was 20.5years with standard deviation of 9.95.

This could be attributed to their access to formal credits and  information on new farm technologies, which
had implications on their productivities, levels of production and  positive attitudes towards repayment of loan,

hence, their tendency to pay back the loan on as reflected in the overall repayment performance index of 0.57
(Table 1b).

The study further revealed that, all the respondents are farmers though they handle other minor jobs to
supplement their farm income. Twenty four (10%) are into petty trading, 68(28%) as Artisans and 148(62%)

are involved in other forms of income-generation. The knowledge of the beneficiaries’ farm size gave the idea
of their scale of farming operations which in turn helped in determining the work force required for optimum

productivity. The studies revealed that majority of the beneficiaries had  farm holdings of  0.1-2.0 hectares,
though some may be in scattered holdings. The mean farm size was 2.3 hectares with a standard deviation of
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Table 1a: Demographic and socio-economic characteristics of the Respondents.

Characteristics Dominant Indicators

Freq.. % M ean Values

Age 41-50years (34%) 43.3years

Gender 174 M ales (72.5%) 60 farmers

Marital status 146 Married (60.8%) 60  (25%)

Household size 4-6 (85) (35.4%) 6 (Nos.)

Farm size 0.1-2 ha.,99 (41.3%) 2.3 ha

Household size 7-12 (68) (56.7%) 10 (Nos.)

rming experience 11-20 yrs,91 (38%) 20.5 years

M ajor occupation 240 (100%) - 

M inor occupation 148, Others (62%) 80

Religion 122 (51%)   80     

Education of Respondents 100  Secondary School Education (42%) 60

Enterprises insured 79, Poultry (33%) 30

Borrowing Frequency 108, Once (45%) 2

Disbursement Lag(Weeks)   94, 16-20 weeks, (39.2%) 15.4 weeks

Distance of Respondents’ 

Farms to Agency office 80 (16-20km),  (33.3%) 17. 6km

M embership of Informal 

Savings Groups 114, (Esusu),  (47.5%) 120

M embership strength 128, (10-15), (53. 3%) 16persons

Volume of Loan Disbursed (N) N  18,762,184.00 N 4,690,546.00

Volume of Loan  Repaid (N) N  10,717,042.95 N 2,679,260.38

Source: Field Survey, 2008

Table 1b: Summary of Socio-economic and Demographic Characteristics of Respondents

Characteristic % % % % % M ean 3

Age(Years) 21-30 31-40 41-50 51-60 >60                      

(12) (20)  (34) (22) (13) 43.3 100

M arital M arried Single Divorced Widowed

Status(No) 146(60.8%) 29 (12.1%) 11 (4.6%)  54 (22.5%) 100

Gender Males Females

(174(72.5%) (66) (27.5%) 100

Household 1 - 3 4 - 6 7- 9 10 - 12 >12

Size(No.) 21(8.8%) 85(35.4%) 65(27.1%) 55(22.9%) 14(5.8%) 100

Religion Christianity M oslem Others

122(51%) 96 (40%) 22 (9%) 100

M ajor Farming  

Occupation (100) 100

M inor Petty trading Artisans Others

Occupation 24(10%) 68(28%) 148 (62%) 100

Farming  1-10 11-20 21-30 31-40 41-50

Experience(Yrs) 48(20%) 91(38%) 64(26%) 28 (12%) 9(4%) 100

Educational No formal Primary Secondary Tertiary

Attainment of education  education School Education

Respondents 19(8%) 68 (28%) 100(42%) 53 (22%) 100

Farm size (Ha) 0.1- 2.0 2.1-4.0 4.1-6.0 >6.0

99(41.3%) 85 (35.4%) 38(15.8%) 18 (7.5%) 100

Enterprises  Fisheries Crops Piggery Poultry Sheep/Goats Niche Ent*. Fadama Cattle

Insured (No.)  50 51 45 79 3 4           5 1

 (21%)  (21%) (19%) (33%) ( 1%) (2%)    (2%) (1%)

Borrowing Once Twice Thrice

Freq.(No) 108(45% ) 100 (41.7% ) 32 (13.3%)

Disbursement 6-10 11-15 16-20 20-25 M ean=  15.4 weeks

Lag (Weeks) 52(21.6%) 58(24.2%) 94 (39.2%) 36 (15%)

Distance from 1-10 11-20 21-30 > 30

zonal office (Km) 72(30%)   48 (20%) 80 (33.3%) 40 (16.7%) Av Dist. 17.6km

Period of 1-10Yrs. 11-20 Yrs.  21-30 Yrs. 31-40 Yrs. 41- 50 $51

Residency in (5.9) (20) (23.3) (18.3) (14.2( (8.3) 100

the Locality

M embership Ajo Esusu Both

of informal Group Group Groups

Savings Groups 88 (36.7%) 114 (47.5%) 38 (15.8%) 100 

M embership 10-15 16-20 21-25

Strength (No) 128 (53.3%) 69 (28.8%) 43(17.9%) Av. =16persons 100

Vol. of Loan 2004 2005 2006 2007 Av.

Disbursed (N)  N3,529,900.2 N4,977,911.8 N4,746,781.6  N5,507,590.4 N4,690,546

Vol. of Loan 2004 2005 2006 2007 Av. 

Repaid (N)  N3,385,943.5  N2,521,633.5   N2,546,222 N1,105,239.9 N2,679,260.4

Repayment Perf. 2004 2005 2006 2007 Av.

Index(RPI) 0.96 0.51 0.54 0.20 0.57

* Niche Enterprises include Grass cutter rearing and Bee-keeping

Source: Field Survey, 2008 
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0.0172 hectares. This implies that the greater the area of land cultivated, the higher will the propensity to repay
loan. This will be possible, only if, the beneficiaries make use of the available land for agricultural production.

About 72(30%) of the beneficiaries were within the distance of 1-10 kilometers from the credit office
while  80,(33.3%) beneficiaries, had their farms located at between 21km and 30 km distance The mean farm
location was  found to be 17.6km which  implies the beneficiaries’ needs to travel through some distances
before they could secure the loans . this can be discouraging due to cost of traveling, the time required and
risks involved in transportation and money trafficking.  

Thye disbursement lag was between 6weeks and 25 weeks with an average of 15.4 weeks meaning that
beneficiaries took longer than expected time to get  loans processed and timely disbursed. Bearing in mind
the timeliness required in agricultural production, there is  a tendency for mismanagement and diversion to
purposes other than for which the loans have been obtained by the beneficiaries. The study revealed that the
highest percentage(45% ) of the beneficiaries borrowed once, while only very few (13.3%), borrowed thrice.
This implies that majority of the respondents have only had opportunities to secure loans once or twice. The
knowledge of their repayment performances may have informed the decision of the Agency on the third round
of borrowing which made it to be as low as 13.3%. Minimum   funds disbursed was N18,390.00 and the
maximum was N119,312.00 with a standard deviation of N26, 676.04. However, the minimum volume repaid
was N8,631.40 and the maximum was N108,450.00 giving a mean repayment sum of N45,430.40.  This shows
that, there are variations in the amount of loan disbursed to beneficiaries based on the enterprises insured and
the volume disbursed was apparently too small in some cases; as low as N18,390.00 to serve the particular
farm production purposes for which they were meant hence the variation in the repayment performances of
the beneficiaries, culminating into a minimum Repayment performance Index(RPI) of 0.20, a maximum of 0.96
and  a mean performance index of 0.57 and a standard index  deviation of 0.29  (Table 1b) 

Regression Analysis of Repayment Performance

Eight beneficiary–related component variables were tested to estimate which has significant effect on the
repayment performance of loan beneficiaries in the study area. The variables are the Loan volume disbursed
(Lv), Age (Ag), Farm size (Fz) farming experience (Fe), Farm location (Fl), Disbursement lag (Dl), as well
as the borrowing frequency (Bf). The dependent variable (Y) is a dichotomous variable capable of taking or
a value of either 1 or 0, if the borrower has a total repayment index of 0.58 percent  or $ 0.58 and zero
otherwise. 

Logit and Tobit Probability Models

These were used to determine the factors that influence the repayment performance of loan beneficiaries
in the study area.

The resulting Logit Model Regression Equation is  therefore 

1  2  3  4  5  6  7  8Y =11.38 -0.00002X *-0.26X **+ 0.13 X  -0.34 X  - 2.29X **- 0.11X + 0.11X  – 0.78X
     (2.53)   (-1.72)   (-2.21)       (0.31)   (0.62)    (-2.09)        (-1.53)    (1.32)       (-0.93)
 Pseudo R² = 0.26  ,             Log likelihood = -30.397608  

The resulting  Tobit Model Regression Equation  is  

1 2 3 4 5 6 7 8Y=2.15**-3.4x10 X ***-0.003X ***+0.03X -0.04X -0.04X ***-0.02X **-0.012X *-0.09 X-6

    (6.87)      (-3.18)    (-2.97)(0.83)    (-0.97)  (-3.83)     (-2.53)      (1.84)      (-1.33)
PseudoR²=2.18  ,      Log likelihood = 11. 7

Using Logit probability model, the study revealed a negative correlation between the  Loan volume(Lv)
given,  at p=0.1, though at á =0.01 using Tobit regression model (Table 2),  Reasons adduced were insufficient
and untimely loan volume disbursed which  affected the repayment  and endanger the successful
implementation of  viable enterprises/projects. Farm location was found to be significant at 5% on the
repayment of loan though inversely correlated. This implies that the farther away the beneficiaries’ farms are
to the agency’s zonal offices, the lesser the  tendencies for loan repayment  because of the cost and the risk
involved in  traveling,  as well as the time required. Farm size also influenced loan repayment and was
positively related though not significant at any á- level, implying that the larger the farm size, the higher the
probability that beneficiaries will repay on schedule given the expected productivity and level of production
that could match the repayment.  However, a negative relationships exist between repayment and the borrowing
frequency which  implies that with increasing borrowing frequency, beneficiaries’ commitment to the loan
repayment decreases .
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Table 2: Logit and Tobit Probability models

Variables Logit co-efficients P > /z/ Tobit co-efficients P> /t/

Constant  11.3768**(2.53) 0.011 2.1455*** (0.00) 0.000

1Loan vol. N (X ) -0.000022*(-1.72) 0.085 -3.37x10-6***(-3.18) 0.002

2Farm Distance (km)    (X ) -0.2612**  (-2.21) 0.027 -0.0029 (-2.97) 0.005

3Farm Size, (Ha)  (X ) 0.133 (0.31) 0.757 0.0277 (0.83) 0.408

4Borrowing Frequency (No.) (X ) -0.3404 (-0.62) 0.536 -0.0411 (-0.97) 0.337

5Disbursement Lag  (Weeks)   (X ) -2.2866** (-2.09) 0.037 -0.040*** (-3.83) 0.000

6Age (Yrs)   (X ) -0.105  (-1.53) 0.126 -0.015** (-2.53) 0.014

7Farm Experience  (Yrs.)   (X ) 0.1059(1.32) 0.187 0.0121* (1.84) 0.071

8Sex   (X ) -0.7694 (-0.93) 0.352 -0.0877 (-1.33) 0.189

LR Chi² = 21.31 LR Chi² = 43.00

Prob > Chi² = 0.0064 Prob > Chi² =0.00

Pseudo R² = 0.2596 PseudoR²=2.1864

Log likelihood = -30.397608 Log likelihood = 11.66649

Source: Field Survey, 2008

No. of Observations = 240, *** Significant at1%,**Significant at5%,* Significant at 10%             

Disbursement lag is negatively correlated though significant at 5% and 1% using Logit and Tobit analyses,

respectively implying that longer the lag, the higher the likelihood of non-repayment of loan, due to cost

involved in the visits to loan office and the tendency of loan diversion. Age and farming experience were

found to be significant at 5% and 10% respectively, using Tobit probability model, though the variables do

not show any  significance,  using the Logit model.(Table2) This shows the negative attitudes of the

beneficiaries to   repayment as  their ages increase. Although this is in contrary to the  a prori expectation.

Farming experience has a positive sign which means that as the farming experiences increases, there is

probability of repayment of loan to increases.

Disbursement and Repayment of Ogun State Agricultural and Multipurpose Credit Agency (OSAMCA) Loan

Beneficiaries (2004 -2007)

The study revealed that the Agency started its  micro credit scheme in the Year 2004 with enterprises like

crops production, Fadama, Livestock production and other Niche enterprises like Feed milling and Bee keeping

insured. Crop enhanced  Maize and Cassava production and Fadama vegetable production. The Livestock

enterprises are Goats, Sheep, Cattle,  fisheries and piggery.  The interest on loan for all these enterprises was

12% except for poultry,  which  earned  15%. The range of loan volume disbursed to the beneficiaries by

the Agency was between N 16,420.00 for Fadama and N119,312.00. for Poultry, though other enterprises lies

in between this amount. In 2004, the total volume of loan disbursed was N 3,529,900.19 for all the zones

giving an  average volume of N 882,475.05per zone (Table 3 & 4). Out of the sum, N 3,385,943.48, were

repaid giving 0.96 repayment performance Index (RPI) for the year (Table 3&4). Between 2005and 2007,

volumes of loan disbursed were N 4,977,911.79, N 4,746,781.58, N 5,507,590.44respectively out of which

N 2,521,633.49, N 2,546,222.00, N 1,105,239.86 were repaid giving repayment indices of  0.51, 0.54 and 0.20

respectively . The overall performance index  of the Agency’s credit operations is 0.57 (Table 4).  Given the

overall performance, the repayment could be considered relatively low with  the assumption of  repayment if

the probability > 0.58.  The subsequent low level of performance recorded has some implications for the

sustainability of  OSAMCA. Some of the reasons were attributed to poor management of funds and improper

loan monitoring by the credit Agency. It was also attributed by the incidence of flood  that affected agricultural

products  in Ogun state in 2007. 

Table 3: Total Volume  of  Loan Disbursed and Repaid by  Zone by Year .   (n = 240)
Years of Credit Amount of Loan Total Amount Amount of Loan Repaid by Zone Total Amount of
Delivery Operation Disbursed by Zone (N) Disbursed (Principal+ Interest)(N)  Loan Repaid

for the Year  (N) (Principal+
-------------------------------------------------------------------------------- ---------------------------------------------------------------------  Interest)(N)
Egba Zone Ijebuzone Remozone Yewazone Egbazone Ijebuzone Remozone Yewazone

2004 1,016,213.08 870,533.68 1,013,545.43 629,608.00  3,529,900.19  979,289.63   832,518.96    969,706.29 604,428.60 3,385,943.48
2005 1,775,461.79 1,066,802.32 1,254,707.50 880,940.18  4,977,911.79 1,286,153.38   796,261.24    936,513.69 660,705.18 2,521,633.49
2006 1,230,680.26 1,290,279.30 1,081,092.08 1,144,729.94  4, 746,781.58    615,340.13   650,687.83    545,032.72 735,161.32 2,546,222.00
2007 1,421,331.16 1,463,675.68 1,363,725.60 1,258,858.00   5,507,590.44    284,262.24    294,687.83    274,517.99 251,771.80 1,105,239.86
Total 5,443,686.29 4,691,290.98 4,713,070.61 3,914,136.12 18,762,184.00 3,165,045.38 2,574,105.98 2,725,824.69 2,252,066.9 10,717,042.95
Average 1,360,921.57 1,172,822.75 1,178,267.65 978,53.03 4,690,546,00   791,261.35    643,526.50    681,456.17 563,016.73 2,679,260.38
Source: Field Survey, 2008

Beneficiaries’ Repayment Performance Index (RPI)  ( 2004 to 2007)

The study revealed that there were significant differences in loan repayment performance indices among

the beneficiaries within the few years of Ogun State Agricultural and Multipurpose Credit Agency  (OSAMCA)

operation  (2004 to 2007).  The study also shows that the mean repayment performance index in the year 2004
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Table 4:   Repayment performance Indices on OSAM CA Loans (2004 -2007)

Years Of Credit Total Amount Disbursed Total Amount of Loan Repaid Repayment 

Delivery Operation for the Year  ( N ) (Principal+ Interest) ( N ) Performance Index (RPI)

2004 3,529,900.19 3,385,943.48 0.96

2005 4,977,911.79 2,521,633.49 0.51

2006 4, 746,781.58 2,546,222.00 0.54

2007 5,507,590.44 1,105,239.86 0.20

Total 18,762,184.00 10,717,042.95 0.57

Average 4,690,546.00 2,679,260.38

Source:  Field Survey, 2008.

was 0.96 with a standard deviation of 0.0049. when compared to 2005 performance of  0.51 representing a

45% percent decrease from previous year’s performance. This could be attributed to wrong attitudes of the

beneficiaries towards loan repayment and improper loan monitoring by  the Agency .

Also the mean repayment performance index in 2006 reduced by 42 percent when compared with that of

2004 .The  very low mean repayment performance index of 0.2 in 2007 has some implications for the

sustainability of the credit Agency. Generally the study revealed a drastic reduction in the mean repayment

performance index from 2004 to 2007. This could be attributed to a number of factors like too long

disbursement lag, insufficient loan volume, age of the beneficiaries, educational level attained, poor monitoring,

of loan by the Agency, disaster like floods, diseases outbreaks on crops and livestock (bird flu).

Conclusion

The financial problem of a typical Nigerian small-scale farmer is that of finding fund for expansion at the

right time, of the right type, and in the right quality at various stages of production. The repayment

performance assessment conducted in  Ogun State shows that certain socio-economic factors determined

repayment ability of the beneficiaries. Factors that significantly affected loan repayment were found to be loan

volume disbursed, disbursement lag, age and farming experience of the beneficiaries. Other factors include

educational level attained, household size and farm location. Most farmers in the study area complained of

bureaucratic bottlenecks in loans processing which they asserted has affected timely disbursement, hence the

diversion and resulting default rates.

Recommendations

Based on the findings from the study, the following and recommendations are therefore suggested

(i) To avoid inadequate financing arising from varying causes, it is important that financial institutions

increases the contingency provisions in their loans bearing in mind the need to ensure the success of

the project concern. There should be adequate planning for the financial requirement of the beneficiaries

in the study area.

(ii) Adult education should be encouraged for farmers to be more receptive in receiving agricultural

information and innovations, that could influence production , productivity and  enhance prompt

repayment.

(iii) Timeliness of the required funds is important to allow for the operations to yield some profits for  re-

investment and re-payment of loans.  Also, the method of loan disbursement by the Agency should be

modified to ensure that the disbursement is responsive and timely to the needs of the farmers.

(iv) The Agency should encourage repayment of loans through a more intensive and frequent monitoring and

supervision of loan usage.

(v) The Agency should make credit worthiness and factors found to have significant effects on the

repayment abilities of the beneficiaries in the study area,  some of the  requirements for granting  loans.

(vi) More zonal offices should be opened within the State to ensure easier access and to reduce farm

distance from the Agency headquarters.

(vii) Problem of failures in repayment could be reduced or if, OSAMCA can be flexible to respond promptly

to the provision of the supplementary financing when short falls are discovered in spite of satisfactory

project and fund management by the beneficiaries.
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