


AN EXAMINATION OF FACTORS INFLUENCING DEBT IN AGRICULTURAL FINANCE: THE CASE OF SMALLHOLDER FARMERS IN NIGERIA AND FUTURE DIRECTIONS
Abstract
This review focused on evaluating the factors that influence debt in the agricultural financing of smallholder farmers in Nigeria. The research utilized secondary data sources, gathered from both print and online publications.  A content analysis approach was employed to evaluate the selected literature for the study. The study identified various debt-influencing factors, including institutional and farm-level elements, government-induced factors, the age of beneficiaries, family dependency ratios, total farm costs, total farm income, the time lag between loan application and disbursement, loan duration, government policies, years of farming experience, loan amounts, alternative loan schemes, visits from credit officers, and the average interest rates paid by beneficiaries. These factors were recognized as significant influences on debt in the agricultural finance sector for smallholder farmers in Nigeria. It is recommended that government, financial institutions, and farmers should assist in mitigating the impact of these debt-influencing factors on agricultural finance.

Introduction
[bookmark: _GoBack] Agriculture plays a vital role in fulfilling the second millennium development goals aimed at eradicating extreme poverty and hunger (United Nations, 2015; Kersten et al., 2017). As a result, governments around the world have made agricultural development a priority. To effectively leverage agriculture as a tool for poverty eradication, it is crucial to invest in agricultural research and technological innovations that improve farming systems (Jones and Ejeta, 2016). Approximately 75% of the world's impoverished population lives in rural areas primarily involved in agriculture (Marris, 2018). Furthermore, the agricultural output from these regions represents a substantial share of the crops and livestock products consumed in urban areas globally. To maintain agricultural production in light of the increasing global population, which is growing at an annual rate of 1.7% (World Bank, 2016), it is essential for smallholder farmers to evolve from traditional farming methods to more advanced, technology-driven practices (Fadeyi, 2014). Smallholder farming is recognized worldwide as a crucial element in poverty reduction, job creation, and food security (Röttger, 2015), leading nations to focus their efforts on this sector. The shift from conventional rural farming to contemporary agricultural methods requires a dependable source of funding (Fadeyi, 2014). Thus, it is crucial to ensure that smallholder farmers have steady access to financial resources, which is vital for the growth of the agricultural sector, highlighting the significance of agricultural financing. Agricultural financing, which refers to the funding of agricultural activities, is acknowledged as an essential element of the agricultural industry. It acts as a fundamental requirement for assessing the quantity and quality of inputs, such as technology, materials, and labor, that can be applied on farms (Miller and Jones, 2010 and Fadeyi, 2014). To promote advancement in the agricultural sector, farmers in Nigeria frequently turn to borrowing to achieve their production objectives. As a result, borrowing becomes a tactic utilized by both smallholder and large-scale farmers to mitigate financial deficits and participate in agricultural operations. Farmers in developing countries face growing difficulties in obtaining capital for their development projects, which compels them to rely significantly on loans (Abula and Ben, 2016). Credit serves as a vital facilitator, unlocking potential, aspirations, and opportunities that propel economic development. This is the important function that agricultural credit is expected to play in fostering agricultural progress (Ekaette and Aniekan, 2015). Nevertheless, the insufficient availability of credit for agricultural financing continues to be one of the most urgent challenges obstructing agricultural advancement in numerous developing nations, including Nigeria (Oyewole and Oloko, 2002). Additionally, Akubuilo (2002) highlighted that inadequate loans and credit services constitute significant obstacles to effective farming for rural agriculturalists. Acknowledging the necessity of credit for agricultural progress, the distribution of institutional finance to the agricultural sector has increasingly emerged as a vital policy instrument aimed at improving agricultural productivity, especially for the rural impoverished. Unfortunately, despite the considerable growth of agricultural loans in these areas, the results of conventional agricultural credit initiatives have often not met expectations.
This scenario is influenced by multiple factors, including the slow advancement in engaging small-scale farmers and the negative effects of inadequate loan management on agricultural productivity. Ekaette and Aniekan (2015) observed that despite governmental initiatives aimed at improving agricultural capabilities, the sector continues to face challenges such as borrowers' failure to satisfy credit requirements, elevated default and attrition rates, a deficiency in essential skills and workforce, poor communication between farmers and lenders regarding available options, and insufficient record-keeping practices. Empirical data reveals a significant prevalence of loan indebtedness, especially among smallholder farmers in developing nations. In Nigeria, various studies (Okorie, 1985 and Obi, 1980) have indicated default rates between 9.7% and 67.1% among smallholder farmers. Umoren (2008) reported a default rate of 55.53% among participants of the Agricultural Credit Guarantee Scheme (ACGS) in Akwa Ibom State. In Anambra State, 70% of smallholder farmers who obtained loans from the state government have yet to demonstrate any positive repayment efforts (Obi, 2008). A research conducted by Afolabi (2002) examined loan repayment practices among small-scale farmers in Oyo State, Nigeria, revealing that 66.99% of the surveyed farmers applied their loans towards agricultural endeavors, such as hiring labor, acquiring tools, fertilizers, seeds, and other necessary inputs. In contrast, 31.07% allocated the funds for household needs, including children's education and healthcare. Merely 1.94% directed their loan proceeds towards family sustenance and clothing expenses. This context provides a foundation for exploring the factors that affect debt in agricultural finance, particularly in relation to smallholder farmers in Nigeria, and indicates possible solutions.
This analysis focused on several key areas: the principles of agricultural finance, the funding of Nigerian agriculture, the smallholder farmers financial resources accessibility, the causes of debt within agricultural finance for smallholders, and their aid possible approaches. The significance of this analysis is its capacity to guide policymakers in formulating strategies to address the challenges associated with debt accumulation that affect agricultural practices in Nigeria.

Concept of Agricultural Finance
The funding of agricultural endeavors, commonly known as agricultural financing, is recognized as a vital component of the agricultural sector. It plays a significant role in determining the quantity and quality of inputs such as technology, materials, and labor utilized on farms (Miller and Jones, 2010; Fadeyi, 2014). Coker and Audu (2015) characterized agricultural finance as the investments made by developing nations in agriculture, as well as in rural infrastructure, health, and education, which are beneficial for both economic growth and poverty alleviation. Kersten et al. (2017) described agricultural finance as the provision of a variety of financial products, including subsidized loans, credit lines, fiscal credits, guarantees, matching grants, priority-lending regulations, and overdraft facilities. In certain instances, the objective of SME finance was to foster research and development and innovation, such as product development. Mattia et al. (2016) emphasized that agricultural finance involves the provision of credit, which is essential for the advancement of the farming industry. Ali et al. (2016) noted that agricultural finance refers to the financial credit necessary for farmers to acquire new equipment and mechanize their operations. Additionally, Lowder, Carisma, and Skoet (2012) defined agricultural finance as the act of sacrificing current resources to build assets that will yield increased income or other advantages for farmers in the future. While various authors have offered differing definitions of agricultural finance from multiple viewpoints, this review will focus on agricultural finance as the financial services available for agricultural production, processing, and marketing (International Finance Cooperation IFC, 2011), encompassing both institutional/formal and non-institutional/informal financial sources, as well as short-term, medium-term, and long-term loans, including leasing options. Agricultural finance refers to the process of securing control over monetary resources, goods, and services intended for agricultural use in the present, in return for a commitment to repay a specified amount at a later date (Ejiogu, 2018). It also encompasses credit access expected at enhancing farm production proficiency and facilitating the implementation of advanced technologies (IFC, 2011). Integrating these definitions reveals that agricultural finance involves the availability of financial resources, accessibility to these funds, the application for agricultural purposes, and a strategy for future repayment.

Concept of Debt
As defined by the Superior Court of Pennsylvania in 1894, debt represents a commitment wherein one party, known as the debtor, is obligated to remit money or another mutually agreed value to another party, referred to as the creditor. Debt entails a postponed payment or a sequence of payments, setting it apart from an immediate transaction. This obligation may be incurred by a sovereign state, local government, corporation, or individual. Typically, commercial debt is governed by contractual stipulations concerning the amount and schedule of principal and interest repayments. Various forms of debt include loans, bonds, notes, and mortgages. In the realm of finance, debt is recognized as one of the fundamental financial instruments, particularly in contrast to equity.

Model of Agricultural Debt
According to Charles et al. (2012), debt-choice models in agriculture have predominantly adhered to the framework established by Collins (1985), who proposed that farmers select their debt levels to manage business risk, which is inherent to their operations, through the use of leverage. Financial risk, which pertains to the overall business enterprise, can be mitigated by decreasing leverage, whereas increasing leverage leads to heightened risk. 

Financing Agriculture in Nigeria
Nigeria, situated in the western region of Africa, possesses several characteristics that influence agriculture across the continent. The country benefits from a consistently agrarian climate throughout the year, which is conducive to agricultural endeavors. With its extensive arable land, Nigeria holds significant potential to enhance global production and export of agricultural commodities such as groundnuts, cocoa, cassava, yams, and maize. Consequently, numerous international nations, organizations, and the government are keen on investing in the agricultural sector's development in Nigeria, leading to the allocation of financial assistance and support to this sector (Mogues and Dillon, 2018). Furthermore, recognizing that over 60% of its workforce is engaged in agriculture and food-related activities, the Government has consistently provided funding to this sector over the years, alongside contributions from banks and donor agencies. Nonetheless, it has been contended that this funding is insufficient for the necessary advancements in Nigeria's agricultural sector, as the smallholder farming system continues to rely on traditional farming techniques (Evbuomwan, 2016). Despite receiving over 50 years of funding from international organizations, averaging approximately185 million USD annually as of 2001 and 15,870 million USD by 2015, along with an average government funding of 48,621 million USD in 2001 and 41,245 million USD in 2015, and banks allocating 1.4% of their credit portfolio to agriculture in 2008, which rose to 1.7% in 2010, the growth of agriculture among small-scale agrarians in Nigeria remains rudimentary (Okotie, 2018). Agriculture plays a crucial and fundamental role in the Nigerian economy, and its impact on the nation's gross domestic product (GDP) is significant (Mogues and Dillon, 2018). In 2006, agriculture accounted for 32% of Nigeria's GDP, increasing to 32.71% in 2007, 32.85% in 2008, and reaching 37.05% in 2009 (National Bureau of Statistics, 2017; Trading Economics, 2018; World Bank, 2018). These statistics indicate a decrease from its contribution of 67.5% in 1957 (National Bureau of Statistics, 2017). Agriculture has long served as the backbone of the Nigerian economy, predating the discovery of crude oil. In addition to its GDP contribution, agriculture has been a significant source of employment, with approximately 48% of the workforce engaged in this sector in 2006, rising to 49% in 2007, before declining to 44% in 2008, 31% in 2010, and ultimately 27% in 2015 (Trading Economics, 2018; National Bureau of Statistics, 2017). Given the critical importance of agriculture to Nigeria's economy and its declining status, revitalization can only be achieved through empowering the populace and enhancing their access to essential production factors, particularly credit, thereby underscoring the necessity for financial interventions (Fadeyi, 2014).

Sources of Agricultural Finance for Smallholder Farmers in Nigeria
In Nigeria, smallholder farmers primarily have access to two main sources of funding for their agricultural endeavors: the non-institutional or informal financial sector, and the institutional or formal financial sector.

The Non-Institutional/Informal Sources of Agricultural Finance in Nigeria
The informal financial sector, often referred to as the non-institutional financial sector, is primarily funded through lending activities from cooperative societies, known as esusu, as well as loans from family members or money lenders (Fadeyi, 2014). This sector is largely controlled by monopolistic money lenders who impose exorbitant interest rates and require collateral from farmers, which typically consists of personal assets (Fadeyi, 2014). The esusu, a type of cooperative or credit thrift society, facilitates contributions among individuals with shared interests, which can occur on a daily, weekly, or monthly basis. There are two primary methods for managing these contributions: either distributing the funds to members on a rotational basis at specified intervals or pooling the contributions to provide loans to members who request them at a predetermined interest rate (Afolabi, 2010). Although money lenders function similarly to local banks, they are not formally established institutions. They offer quick financial assistance to rural residents, but this comes with the drawback of high interest rates, which can reach 10 to 15% per month (Afolabi, 2010). Unless absolutely necessary for the success of a farming operation, it is advisable to steer clear of these informal agricultural financing options, as the agricultural cycle typically requires several months before crops can be harvested or livestock sold. During this time, farmers are burdened with interest payments on their loans, which, if not managed carefully, can significantly diminish both their profits and initial capital (Fadeyi, 2018).

The Formal Sources of Agricultural Finance in Nigeria
Nigeria possesses the ability to maximize its agricultural productivity to meet the significant demands of both domestic and global markets. Nevertheless, this potential can only be realized with a robust financing framework in place. Implementing structured agricultural financing may serve as a viable solution, with these funds typically sourced from three primary entities: the Government, financial institutions, and international organizations or nations.
Government Funding
The significant engagement of a nation's government in its agricultural sector is essential for fostering agricultural development and advancing the overall economic growth of the country (Bezemer and Headey, 2008). In Nigeria, the government has historically implemented various tools, programs, and agencies aimed at providing financial support to smallholder farmers. Nevertheless, government funding for the agricultural sector has exhibited a fluctuating and inconsistent pattern since the early 1980s. In 2013, merely 1.70% of the total budget was designated for agricultural development, which further decreased to 1.47% in 2014 and 0.90% in 2015 (World Bank, 2018; Budget Office, 2018). A positive shift occurred in 2016, with the budget allocation for agriculture rising to 1.25%, followed by 1.26% in 2017 and 1.38% in 2018. However, these figures remain significantly below the 10% budgetary allocation for agriculture mandated by the 2015 Comprehensive Africa Agriculture Development Program (CAADP) (Ofoegbu, 2015; Budget Office, 2018).

Banks’ Funding
The banking sector constitutes a significant portion of the Nigerian financial landscape, providing essential financial services to the vast population of Nigeria (Iwuchukwu and Igbokwe, 2012). These services encompass a range of activities, including accepting customer deposits, financing contracts and local purchase orders, as well as lending to sectors in need. Smallholder farmers are among those sectors that benefit from the financing activities of banks. The strengths of banks stem from their diversity, competitiveness, adaptability, lending capabilities, and promptness in addressing customer requests (Taiwo and Olurinola, 2016); however, it remains uncertain whether such diversity is still achievable within the Nigerian banking context. Nigerian banks are proficient in generating credit deposits. Nevertheless, despite their potential to serve as a significant source of funding for agricultural loans, their loan portfolio for agriculture remains minimal compared to other sectors. In 2008, the agri-business credit portfolio of banks was 1.4%, which remained unchanged in 2009, before rising to 1.7% in 2010 (Ofoegbu, 2015). Notably, there exist a substantial increase in bank credit to the farming sector in 2011, reaching 3.5%, as the government sought to prioritize agriculture (CBN, 2017; Okoro and Nwali, 2017).

International Donor Funding
Since the early 1950s, various international governments and donor agencies have allocated significant financial resources to agricultural credit programs in Nigeria. From the mid-1950s to the late 1980s, the World Bank alone committed over 16 billion USD to these initiatives, while other donors contributed considerable amounts globally to enhance agricultural development, particularly in developing nations (Pardey et al., 2016). Nigeria, akin to many developing countries, benefits from grants, financial assistance, and interventions from a multitude of external organizations and donor nations. These funds are specifically aimed at improving agricultural practices in developing countries to sustain agricultural productivity (Organization for Economic Cooperation and Development (OECD), 2018). The objective is to support nations with a significant population of smallholder farmers in achieving the necessary food production levels. The government consolidates the funds from external agencies, organizations, and donor countries, subsequently distributing them to smallholder farmers through a structured process that does not involve repayment interest. However, the integrity of the fund disbursement process is frequently questioned, as fund administrators may prioritize requests from beneficiaries with whom they have personal connections. Additionally, it has been reported that many beneficiaries, aware of the absence of repayment obligations, often receive the funds without investing them in agricultural activities (Eluhaiwe, 2014). For example, since 1985, the International Fund for Agricultural Development (IFAD) has invested a total of 317.6 million USD in ten projects in Nigeria (IFAD, 2018). Between 2007 and 2009, Nigeria received an average of 212.7 million USD in agriculture-related international aid, 205.7 million USD from 2010 to 2012, and as much as 348.9 million USD from 2013 to 2015 (OECD, 2018). Among these resources, several were provided by the Food and Agriculture Organization, the World Bank, the International Centre for Agricultural Research in the Dry Areas, the International Water and Sanitation Centre, and the Department for International Development (Okoro and Nwali, 2017).

Debt Influencing Factors in Smallholder Farmers’ Agricultural Finance
In their 2012 study, Charles et al. investigated the determinants of debt for both farm firms and households. They noted that while household debt in the broader economy has been linked to the recession that began in December 2007 in the United States, the agricultural sector seems to maintain a relatively stable financial position. The research aimed to identify the factors that account for the current debt levels in the farming industry and to determine if these factors differ from those affecting the general economy. The findings indicated that farm business debt tends to decrease with the age of the operator, the significance of government payments, the proportion of income derived from cash grain operations, and whether the operator's spouse is employed off the farm; conversely, it tends to increase with the size of the farm. Additionally, it was found that household debt tends to rise with the operator's age, the size of the farm, the share of government payments, and the presence of off-farm employment. Asrat and Amen (2018) conducted a study in Ethiopia on the factors affecting the repayment performance of agricultural loans, identifying age, gender, the number of oxen owned, and the oversight by Micro Finance Institutions (MFIs) as critical factors influencing repayment success. The study also indicated that variables such as marital status, climate impact, family size, total farmland, credit history, proximity to MFIs, social events, and education were less significant in affecting repayment performance in the region. Furthermore, Oni et al. (2005) examined the factors contributing to loan defaults among poultry farmers in Ogun State, Nigeria, revealing that the level of education, income, age of the farmers, and flock size were significant determinants of loan repayment defaults among poultry farmers. Ekaette and Aniekan (2015) conducted a study on loan default rates and repayment performance among farmers participating in the integrated farmers’ scheme in Akwa Ibom State. Their analysis, utilizing the Tobit model, identified eight significant explanatory variables affecting loan repayment among beneficiaries: marital status, household size, off-farm income, total farm cost, enterprise profitability, debt-asset ratio, the ratio of requested to granted amounts, and the frequency of supervisor visits. Similarly, Umoren et al. (2014) investigated the factors contributing to loan repayment defaults among beneficiaries of the Agricultural Credit Guarantee Scheme (ACGS) in Akwa Ibom State, also employing the Tobit model. Their findings highlighted twelve significant variables, including the beneficiaries' age, family dependency ratio, total farm cost, farm income, the time gap between loan application and disbursement, involvement in other loan schemes, credit officer visits, loan duration, government policies, years of experience, loan size, and the average interest rate charged. Furthermore, Awunyo-Vito (2012) explored the determinants of loan default among farmers in the Brong Ahafo region of Ghana, using the probit model. The results indicated that larger farm sizes and participation in off-farm income-generating activities significantly decrease the likelihood of loan repayment defaults. Additionally, larger loan amounts, extended repayment periods, and access to training were found to further mitigate the risk of default. Balogun and Alimi (2017) identified fundamental factors contributing to debt in smallholder agricultural finance. Institutional Factors: Loan Supply Shortages: A study conducted by Balogun and Alimi (2017) identified a significant flaw in the credit program, which was its failure to fulfill the credit requirements of farmers adequately. The findings revealed that a majority of the surveyed farmers received less than 50 percent of the credit they needed. Further examination showed that 62.7 percent of these farmers were complete defaulters, with 83.8 percent of them having received less than half of their requested credit. Additionally, a considerable number of partial defaulters (87.5 percent) also fell into the category of those who received insufficient credit. The study concluded that the credit program's inability to meet a substantial portion of farmers' credit needs contributed to the elevated default rates. This raised concerns about the arbitrary nature of the approval process for loan amounts by lending institutions, which often lacked a comprehensive evaluation of the potential impacts on cash flow and the overall viability of the projects (Balogun and Alimi, 2017). Delay in Loan Delivery: Balogun and Alimi (2017) emphasized the critical importance of timely loan disbursement in agriculture, as many farming activities are seasonal and time-sensitive, necessitating prompt payment for labor and inputs. The data indicated that 54.1 percent of complete defaulters received their loans more than 120 days after applying, whereas 66.7 percent of those who fully repaid their loans obtained them within 60 to 90 days of application. This implies that timely loan delivery may enhance the effective use of funds and improve farmers' repayment capabilities (Balogun and Alimi, 2017). Inadequate Oversight of Loans: According to Balogun and Alimi (2017), extension officers' capacity to monitor, supervise, and assess credit programs is not sufficiently prioritized. Their survey findings revealed a lack of engagement, ineffective supervision, and poor record-keeping regarding loan beneficiaries. For instance, the survey results showed that 51.4 percent of complete defaulters failed to repay borrowed funds because they did not believe repayment was necessary. While extension workers share some responsibility, the prevailing issues of insufficient funding and inadequate resources have significantly hindered their ability to perform essential extension service functions effectively.

Farm Level Factors 
The farm level factors that cause debt in smallholder agricultural finance are as follows:
Profitability of Enterprises: Balogun and Alimi (2017) indicated that a considerable percentage of absolute defaulters (64.9 percent) were identified among farmers whose agricultural ventures were unprofitable. The unfavorable production conditions, characterized by low yields, non-viable small farm units, and a lack of agricultural inputs and supportive services, persisted even with the availability of loans, resulting in minimal impact on the profitability of these farm enterprises. Additionally, Balogun and Alimi (2017) noted that a significant portion of partial defaulters (62.5 percent) were those who experienced losses in their farming operations. This suggests that unless a small farmer credit program is implemented at a level that ensures profitability for the farmer, it will likely continue to face high default rates.

Existence of Other Non-Institutional Debt Service Burdens: Balogun and Alimi (2017) It was revealed that 54.1 percent of the total defaulters were individuals who relied on alternative loan sources, particularly from informal lenders, prioritizing their debt obligations to these lenders over those owed to institutional creditors. In many instances, credit from informal lenders was utilized to address consumption needs and urgent financial demands of farming families. These informal lenders included Esusu groups and individuals who charged exorbitant interest rates. Notably, 95.0 percent of borrowers from these sources ranked them as their primary repayment priority due to the personal accessibility of informal lenders, in contrast to the formal credit programs that often involve delays, impersonal interactions, and cumbersome procedures. Furthermore, Balogun and Alimi (2017) found that approximately 44.8 percent of absolute defaulters were unable to provide a satisfactory account of how the credit was utilized for agricultural investments. They anticipated that repayments would stem from their current investment levels while misallocating the loans for non-farm expenses. Further analysis indicated that many had redirected the funds towards unexpected costs related to marriages, births, deaths, illnesses, legal matters, ceremonial expenses, or other non-profitable and illiquid activities.

Farmers' Attitudes: According to Balogun and Alimi (2017), although an assessment of the The perspective of farmers regarding the issue of elevated default rates was challenging to determine; however, indirect evidence suggested that a majority of defaulters did not perceive a responsibility to repay. Approximately 88.0 percent of confirmed defaulters believed that the government could readily classify the loans as unrecoverable debts. Others contended that farmers have labored for an extended period to supply food for the growing population of this nation without adequate remuneration. Consequently, they view the small-farmer credit as a form of grant or compensation that should not require repayment.

Government induced factors that cause debt in smallholder agricultural finance
Partial Intervention in Rural Financial Markets: As previously noted, the credit programs primarily relied on funds either supplied by the government or backed by government guarantees, functioning strictly as a lending operation. The policy framework does not allow for formal savings within the rural credit channel (Balogun and Alimi, 2017). Consequently, the credit institution cannot serve as a financial intermediary between rural savers and borrowers, but instead acts solely as a conduit between the government and the agricultural sector. In this context, those implementing credit programs often overlook the necessity for comprehensive information regarding financial market developments to inform their lending decisions. Instead, they rely on other factors such as the availability of government funds, social and political considerations, and heuristic methods to make loan approval decisions. This approach typically results in elevated loan default rates and undermines the effectiveness of these programs. It is possible that loan defaulters might have acted more judiciously had they recognized that the funds they failed to repay belonged to fellow rural savers (Balogun and Alimi, 2017). Distortionary Effects of Macro Policies: According to Balogun and Alimi (2017), the credit program under examination was operational during a period when the government implemented a policy to regulate interest rates for agricultural credit below market levels, aiming to enhance agricultural production and provide subsidies to farmers. However, this policy had significant repercussions for lending institutions. Lending to the agricultural sector became comparatively unfeasible, particularly for legitimate financial intermediaries who needed to secure funds at a cost for their lending activities. The prevailing situation indicated that the interest rate margin was insufficient to cover the costs associated with loan administration, which discouraged agricultural lending within commercially-focused organizations. Furthermore, Balogun and Alimi (2017) noted that the government borrowed funds at a rate of 9 percent and subsequently lent them to farmers at the same rate (9 percent). The absence of an operating margin necessitated that the Agricultural Extension Service budget fully absorb the costs associated with loan administration. Budgetary limitations that hindered the effectiveness of state government agricultural extension services were evident in the inadequate supervision of the credit program, ultimately leading to a high rate of loan defaults.

Advancing Agricultural Finance for Smallholder Farmers in Nigeria
To mitigate the factors influencing debt in agricultural finance for smallholder farmers in Nigeria, the following recommendations are proposed: Timely provision of adequate funds to beneficiaries upon request is essential to prevent the misallocation of loans, considering the time-sensitive nature of agricultural activities. The government should implement regular training programs for supervisors to improve the supervision and evaluation of agricultural projects, thereby reducing the frequent wastage of funds that hampers timely loan repayment. Additionally, the government should supply more vehicles to facilitate effective monitoring of project progress, provide necessary assistance, and offer guidance. Training and proper mobilization of extension officers are also crucial to deliver well-structured and efficient extension services aimed at enhancing production efficiency. Policies should be developed to reorient farmers regarding bank loans. Efforts must focus on fostering a positive credit culture and discipline through client education and moral persuasion. There should be an intensive campaign to raise awareness about the benefits of interest drawback schemes in the region. Furthermore, government policies that promote the reduction of farming costs should be supported. Lastly, banks should employ and train more professional agricultural specialists with diverse skills in financing agricultural businesses to ensure effective loan appraisal, project monitoring, and debt recovery, thus reducing credit risks for banks.

Conclusion and Recommendation
This review focused on evaluating the factors that influence debt in the agricultural financing of smallholder farmers in Nigeria. The study identified various debt-influencing factors, including institutional and farm-level elements, government-induced factors, the age of beneficiaries, family dependency ratios, total farm costs, total farm income, the time lag between loan application and disbursement, loan duration, government policies, years of farming experience, loan amounts, alternative loan schemes, visits from credit officers, and the average interest rates paid by beneficiaries. These factors were recognized as significant influences on debt in the agricultural finance sector for smallholder farmers in Nigeria. To address these issues, the review provided recommendations aimed at assisting the government, financial institutions, and farmers in mitigating the impact of these debt-influencing factors on agricultural finance.
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