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SOCIOECONOMIC CHARACTERISTICS OF BORROWERS CAUSING 
CROP LOAN DEFAULT: A DISCRIMINANT ANALYSIS. 
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ABSTRACT 
 

        This paper attempted to identify the socioeconomic characteristics of borrowers causing crop loan 
default by applying a discriminatant function analysis. The study shows that live c socioeconomic 
characteristics of borrowers make them defaulters. These include family size. per capita consumption 
expenditure, size of operated holdings, amount of loans taken from other sources and percentage of total 
expenditure to total income. These characteristics are usually possessed by large farmers. Thus the study 
implies that large farmers are generally defaulters of crop loans. These findings have great 
implications for credit policies in Bangladesh as policies of' hanks favour large farmers in advancing 
credit. 

 

I. INTRODUCTION 
 

       Recovery of agricultural credit, which is often considered as the major yard-stick to 
measure the Performance of credit institutions, is unsatisfactory in Bangladesh. In 
1990, only 17.6% of due loans were recovered (Bangladesh Bank 1991). 
 

      The poor recovery of agricultural credit may affect the supply of credit and 
viability of credit and cooperative institutions. The annual disbursement of 
agricultural credit gradually increased to Tk.1149.84 crores in 1984-85 which fell 
abruptly to Tk. 564.62 crore in the next financial year. This dramatic retrenchment was 
due to government and donor concern over  poor  recovery (BASR 1990). 
Additionally, credit institutions depend heavily upon government refinancing to meet 
their annual credit target. Refinancing was about 79 percent of the total agricultural 
credit disbursed in 1988-K9 (Bangladesh Bank 1990). 
 

       A host of reasons have been identified for poor recovery of agricultural credit  
which have complex social, political, economic arid other dimensions.  Ali (1990) 
forcefully argues that political interventions in credit management i.e., institution 
building, politicisation of the delivery system, occasional waiver of overdue loans 
etc. have contributed to poor recovery performance.  High default  rate was also due 
to other  reasons like,  crop failure,  absence of  effective sanctions against default, 
injudicious target-driven lending, etc. 
 
      In the analysis of causes and problems of agricultural credit recovery, little 
attention has been placed upon the identification of prospective borrowers. In 
agricultural finance literature, great  emphasis has been placed upon the 
identification of borrowers on file basis of their character;  capacity to repay,  
equity etc. (Nelson,  Lee and Murray, 1973; Singh 1988). These factors definitely 
affect the loan repayment behaviour of borrowers. 
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