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Evaluating Credit Capacity of Borrowers from the
Agricultural Development Fund in Saudi Arabia.
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Department of Agricultural Economics, College of Food and Agricultural Sciences,
King Saud University, P.O. Box: 2460, Riyadh-11451, Kingdom of Saudi Arabia

ABSTRACT: Agricultural Development Fund is suffering from the lower rate of Loan repayments, which
did not exceed 71.9% during the period 1410-1428 h. This rate varied among regions, according to the type of
loan and project funded. These facts mean the necessity of standard criteria that can be used by Saudi
Agricultural Development Fund to forecast the possibility of repayment of loans before deciding on the grant.
Therefore, this study aimed at analyzing the impact of factors affecting the credit capacity, through
characterization and assessment of a logistic model which shows the impact of the most important factors on the
likelihood of loan repayment for the, the regular short-term and medium-term loans and projects. Estimated
parameters were used to estimate values of the prospects for repayment of loans for agricultural development
fund at the average values of the factors affecting repayment in different regions and agricultural projects.

The results showed lack of clear impact of geographical areas and funding status and as well as type of
tenure on the probability of payment of the regular short-term loans. The multiplicity of repeated loans for the
regular short-term loans, and increasing the proportion of the leverage funding increase, and increase the
proportion of the total proposed loan eventually lead to poor prospects for repayment, even with increased
guarantee amount and grace period. However, regular medium-term loans showed significant impact of the
geographical areas, and the multiplicity of repeated loans on the likelihood of repayment, as well as increased
likelihood of repayment as the possession of the land holding ownership, increased proportion of the leverage
funding, and increased proportion of the total proposed loan, increasing of the guaranteed value. Project loans
did not differ from the regular medium-term loans in possibilities for repayment with respect to the
characteristics or Finance indicators.

J. Saudi Soc. for Agric. Sci., Vol. 9, No. 2a; 2010



