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Objectives of the Study
The main objective of the investigation is to assess the level of 

MFBs support to agriculture in Edo State. The specific objectives are to:

• Examine the characteristics of MFBs in the study area.

• Identify agricultural loan products of MFBs in the study area

• Examine the percentage of the MFBs’ annual loan portfolios
allocated to agricultural lending.

• Identify constraints associated with agricultural lending by
MFBs.

Hypotheses of the Study
The null hypotheses analyzed are stated below: MfB characteristics 
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accredited between 2005-2009, while 33.6% were accredited between 
1995 and 1999. The MFBs had operated as licensed microfinance banks 
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which is more subject to the vagaries of weather. Furthermore, livestock 
production has better economic returns within a shorter time period.

Loan products and sectoral allocation by MFBs

The results of Table 5 showed that most loan allocation was to 
group loan (about N3.3 billion) with a percentage of 69%. Festival 
(12.3%) and asset (10.3%) were with loan volumes of about N590 
million and N493 million respectively. The results also showed that 
the percentage allocation by MFBs to the agricultural sector was about 
2.5% (N117 million). The findings suggest that MFBs contribute little 
credit for agricultural development. Madugu and Bzugu [7] and FAO 
[9] had opined that the reluctance of financial institutions to support 
the agricultural sector with credit is traceable to the risk associated with 
the sector (Figure 4).

Constraints in lending to farmers

In Table 6 shows the constraints encountered by MFBs in lending 
to farmers in the study area. The findings of the table revealed that 
lack of collateral (mean=4.06), low educational status of farmers 
(mean=3.89) and uncertainty associated with the agricultural sector 
(3.00) were the major constraints since the mean scores were all higher 
than 3.00 (Figure 5).

Assertions by Philip, Nkonya, et al. [10] confirmed that lack of 
collateral and uncertainty facing the agricultural sector were important 
constraints to commercial banks in disbursing loans for agricultural 
purposes. Agricultural practices is largely dependent on the weather 
conditions; unfortunately, it could be very difficult to predict weather 
conditions with 100% accuracy. Because of this risk associated with 
agricultural lending financial institutions usually require collateral 
before extending credit to the agricultural sector as well as other 
sectors. Unfortunately, farmers usually do not have sufficient collateral 
to benefit from institutional credit [1,3].

Other constraints such as poor record keeping by farmers 
(mean=2.78), seasonal nature of farm produce (2.72), polygamy (2.39), 
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