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	PART  1: Comments


	
	Reviewer’s comment
Artificial Intelligence (AI) generated or assisted review comments are strictly prohibited during peer review.

	Author’s Feedback (It is mandatory that authors should write his/her feedback here)


	Please write a few sentences regarding the importance of this manuscript for the scientific community. A minimum of 3-4 sentences may be required for this part
	
This manuscript addresses a critical gap in understanding contractual relationships within informal agricultural markets in developing economies, particularly in Ghana. The work is timely and relevant because it examines how information asymmetry affects resource allocation in smallholder farming systems, which constitute a significant portion of Ghana's agricultural sector and employ millions of people. What makes this particularly valuable is the empirical investigation of principal-agent dynamics in contexts where formal financial institutions reach only 25% of the economically active population, leaving the majority dependent on informal pre-financing arrangements. The study's findings on how previous market prices, rainfall patterns, and output levels influence contract formation provide actionable insights for policymakers working on rural poverty alleviation and agricultural development strategies aligned with sustainable development goals.

	

	Is the title of the article suitable?
(If not please suggest an alternative title)

	

I think the title is somewhat suitable but unnecessarily too long and could be made more focused. The phrase "Investigating the Principal-Agent Hypothesis" is redundant. The authors are testing relationships, not investigating whether the hypothesis itself exists. For this, the alternative title I would suggest is "Principal-Agent Problems in Ghanaian Agricultural Contracts: Evidence from Smallholder Farmers and Market Women in the Bono Region". This title is more direct, geographically specific, and accurately reflects the empirical nature of the study.

	

	Is the abstract of the article comprehensive? Do you suggest the addition (or deletion) of some points in this section? Please write your suggestions here.

	The abstract does cover the main elements, but has some issues. It adequately states the research problem and mentions the methodology (Logit regression using STATA 11.0), but it lacks specificity about the sample size (220 respondents) and the geographic focus (Bono Region), which are important contextual details that were revealed only later in the document. 

So I suggest that the authors add a sentence about the sample characteristics like saying "The study surveyed 220 farmers and agribusiness owners in Ghana's Bono Region using face-to-face interviews and logit regression analysis."

I also suggest deleting the statement about "both p-values and coefficients" for evaluation. It's because this is a methodological detail that doesn't belong in an abstract. Instead, the abstract should include at least one specific finding with its magnitude or direction of effect, such as "Risk aversion significantly reduces the probability of contract agreement (p<0.001)."

Lastly, the keywords section has a typo: "KYE WORDS". This should be "KEY WORDS."


	

	Is the manuscript scientifically, correct? Please write here.
	
The manuscript contains several scientific issues that need to be addressed. 

The major Issues:

1. Inconsistent software reporting: The abstract mentions STATA 11.0, but Section 3.3 (Data Analysis) states "SPSS 16 version was used to estimate the regression results." This is a fundamental error as SPSS and STATA are different software packages. The authors need to clarify which software was actually used, or explain what each was used for, if they were both used.

2. Model specification problems: In equation 12, the authors included both a Risk Lover variable (RLV) and Risk Neutral variable (RNE), but only Risk Averse (RAV) appears in the results table (Table 2.0). The RLV variable completely disappears without explanation. This suggests either incomplete model reporting or indicates that variables were dropped during estimation without clear discussion.

3. Theoretical framework disconnect: The canonical principal-agent model developed in Section 3.6.1 (equations 1-11) involving effort levels (Ҽ), productivity parameters (β), and density functions is never actually estimated. The authors instead jumped to a logit model with dummy variables that do not map onto the theoretical framework they spent considerable space developing. The connection between the theoretical model and the empirical specification is therefore unclear.

4. Sample size concerns: With 220 respondents and 9 explanatory variables in the model, the rule of thumb for logistic regression (at least 10 events per variable) may not be met, depending on how many respondents said "yes" to the optimal franchise fee agreement. The authors don't report this basic descriptive statistic.

Minor Issues:

- The study claims to examine "small and medium scale businesses" but focuses exclusively on agricultural contracts. The title and framing needs to be consistent.
- Some hypotheses testing is mentioned (H₀ vs H₁) but no formal hypothesis test results are presented, only coefficient significance.


	

	Are the references sufficient and recent? If you have suggestions of additional references, please mention them in the review form.
	The references have some weaknesses. Most importantly, many citations are 20-40 years old. For example, Spence & Zeckhauser (1971), Holmstrom (1979), and Weber (1958) are cited, but there is almost nothing from the past 10-15 years. Since this research was done in 2025, references for recent contributions on the following subjects are needed:

Information asymmetry in agricultural value chains -Literature from 2015-2024
- Contract farming in Sub-Saharan Africa

Recent Principal-Agent Applications to Development Economics

I will give the following as specific suggestions for additional references:
1. Bellemare, M.F. & Bloem, J.R. (2018). "Farmer Welfare and Contract Farming." *Journal of Development Economics. 
2. Barrett, C.B., et al. (2012). "Smallholder Participation in Contract Farming: Comparative Evidence from Five Countries." World Development.
3. Recent reports from the World Bank or FAO concerning Ghanaian agricultural finance 
4. More recent methodological references for logistic regression; the McFadden 1974 citation is very outdated, given the availability of more recent econometrics texts. It is also not consistent with the reference formatting: some entries are full, while others are incomplete.
	

	Is the language/English quality of the article suitable for scholarly communications?

	 6. Language Quality

The English quality needs to be  improved. Although the language is generally comprehensible, there are numerous grammatical errors, awkward phrasing, and inconsistent terminology in the manuscript. For example: 

- "exits" instead of "exists" (appears multiple times: "whether the Principal--Agent Problem exits")
- "previous year's phenomena such as market prices" (phenomena is incorrect here. It should be "factors" or "variables")
- "Asymmetric information was also found" (inconsistent tense)
- "Whether to the successfully executed" (Section 1.2)
- "KYE WORDS" instead of "KEY WORDS"
- Inconsistent hyphenation of "principal-agent" vs "principal agent". The authors should resolve these issues I pointed out. This would make the manuscript benefit more from professional English editing before publication. The technical content is communicated, but the numerous small errors distract from the scientific message and reduce credibility.

	

	Optional/General comments

	 
This manuscript tackles an important real-world problem with policy relevance, particularly the informal agricultural financing mechanisms that sustain millions of smallholder farmers in Ghana. The research design combining qualitative interviews with quantitative analysis is appropriate, and the use of logit regression for binary outcomes is methodologically sound in principle.

However, I have concerns about the execution. The theoretical development in Section 3.6.1 seems disconnected from what was actually estimated, which is the elegant mathematical framework involving effort levels and productivity parameters, that was not operationalized. Instead, there is a series of dummy variables that, while practical, don't really test the theoretical relationships the authors spent pages developing. This for me really feels like two different papers awkwardly merged together.

Furthermore, I am also concerned about the data quality and it's  representativeness. The study claims to investigate "small and medium scale businesses in Ghana" but actually surveyed 220 people in one region (Bono). The interviews section (3.2) says data varied "across the communities in Ghana with specific reference point to the Bono Region," which is not clear. So then were other regions included or not? This affects the generalizability of findings.

The results section would be strengthened by including: (1) descriptive statistics showing how many people answered "yes" vs "no" to each variable, (2) odds ratios or marginal effects to help interpret the logit coefficients, and (3) model diagnostics beyond just the LR statistic. The authors report coefficients and p-values but don't translate these into meaningful economic interpretations—for instance, what does a 0.481 coefficient for previous prices actually mean in terms of probability changes?

The policy recommendations are somewhat generic ("farmers should be taught record keeping") and don't flow directly from the specific empirical findings. For example, if risk aversion is such a significant barrier (β₄ = -2.54, p<0.001), what specific interventions could reduce risk or provide insurance mechanisms?

Finally, the ethical considerations section is well done, but I would have liked to see discussion of how informed consent was obtained from respondents who may have limited literacy, given that 10.5% had no formal education.
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	Are there ethical issues in this manuscript? 

	(If yes, Kindly please write down the ethical issues here in details)
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