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Abstract

The objectives of this study are 1) to estimate demand and supply equations
of institutional credit and 2) to study the effect of land ownership document on
supply of ‘institutional credit. The study uses primary date collected by 'Land Titling
Project : Socio Economic Evaluation Study” in the analysis. "Switching Regression’
econometric model which is suitable for dealing with data generated by a market
disequilibrium is employed. The determinants of institutional credit supply are: land
-collateral dummy, Group collateral dummy, Land value, Capital, Liabilities to formal
lenders, Past de efault dummy, Formal liquidity, Experience, and Title dummy. The
demand variables are : Number of adults, Education, Experience, Title dummy, Capital,
Owned Land (adjusted for quality), Net liquidity, and Title dummy. It is found from the
estimation that the coefficient of land collateral dummy variable in the supply eguation
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is significantly greater than zero at the os percent (one-tailed) confidence level. This
confirms that the pledging of a land collateral significantly increase the amount of
credit offered by insti/tutional lenders as compared to the case of no collateral. The
empirical evidence indicates that land ownership documents confer significant
advantages in access 1o institutional credit.
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