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Study Motivation

Credit & Ag. Technology (incl. irrigation)

●Credit - major constraint limiting adoption of agric. 

technologies incl. irrigation (Feder et al. 1990; Feder and Umali 1993; 

Fernandez-Cornejo and McBird 2002; Carter and Olinto 2003; Guirkinger and Boucher 

2008; Abate et al. 2016; Khandker and Koolwal 2016).

●ss-side credit constraints (high interest rates; absence of 

accessible credit, unsuitable credit products,…). 

●Policy focus  – on removing supply-side factors/constraints 

●How about dd-side factors? (Risk-behavior, transaction cost, 

illiteracy, lack of entrepreneurship, aspiration, etc.)?  



Source: Ali et al., (2014)



Identification/classification 



Key messages 

▪ Yes, credit could be a constraint – but it is from both ss & dd sides.

▪ Collateral (ss)

▪ Risk behavior/perception (dd)

▪ Information/knowledge gap/extension..(dd)

▪ Subsistence farming nature – lack of aspiration – farming way of life (not

as a business ….(dd)

▪ Illiteracy (complex paper works, cumbersome, high transaction costs).

▪ Irrigation technology & credit:

▪ Irrigation infrastructure/equipment (large credit – initial investment)

▪ Irrigation running costs (small credit - fuel, labor, maintenance)

▪ Other complementary/associated costs – improved seeds, fertilizer, &

agro-chemicals.



Key policy implications 

▪ Address both supply and demand side factors.

▪ Supply-side factors - focus on smallholder’s capacity to possess

bankable collateral, such as land titles or bankable assets.

▪ Demand-side factors – focus on human capital, information,

extension services, risk mitigation (e.g., bundle with insurance).

▪ Irrigation vs. credit – differentiate credit constraints to: (1) capital

investment, (2) operational costs, & (3) complementary inputs

(e.g., fertilizer and improved seeds).
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