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Small Farmer Credit Programs ang Interest

Rate Policiles
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Dale |

In Low=Tneome Comntries
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Introduction

Over the past dec cade there have b

amownts of formgl agricultural cred!i made:

planned, low-11come conerios (LICs). Major c

at charielling o Simmis Cooart of these loans

i,

PEsult, most low-inceme fountries cwmrens v have

i

credis INese proorams have baen

DrOIram,

Bank, the Pood ang

- hankes, Agric

lateral aiqg agencies, fowidations cooperative o

church sroups.

The recent DODLL

variet: factors. it appears

F3in political and ideclogicsl

concern ror the rural poor; credit proepams sive

een very large
available

fort s

strongly

e remaniza

farmer credit Drograns cte
that these Drograms have

suchort, and te advers

ity

increases in the
in most non-centrally

alzo have been aimed

Lo the rupal noor. As a
at least cne small Tatmer

suoported by the Wopl
tion, various bhi-

ond even

ems Irom a

been

cise sovernment

~

ara of aetion which

an

TaY or oy not be assoeictod with si. Efoant economic oh Wimes., A few Latin
American countpies 2so have apn Arentliy substirunod eredis Livivies fop
more  fedamontal changs in rauet Swhersihiv md aocons o socinl services

M2

rwral arvas. n ocome fons,

han

e

transfer larey amounts o

culturnl eredit projects. It 1a mich easier,

for cxample,

Uso have fopd se e latively
w intoe a corntry M agrj-

to move 10 million
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dollars through assistance pipelines into apricultural credlt, than to
build 10 million dollars worth of rural schools. Some plamers also have

viewed loans a2s a vital Input which is often missing in the vroduct ion

processes of smll fwrmers. It has been widelv held that Larvee lnereases

in forral oredit for amall farmers will be needed before theip afrricul-

tural production can be substantlally inereasad.

sly larce nurber of

Lt

these smll Marmer eredit vroprans

L\ v pw«n

I some cazes womn revayvment probloms

have becon czrefdly evaluate

have been szricus, and Lia few proprems weak administranion nas lod to

unsat.isfaetory resultz,  Overall, howover, avaluat ions chow

that many crojects have beern hicshly succe ving project ccals.

Despite these successiul projocts, the "sense of the whole" T et rom

~

in o numher of LICs is that those

cforming very voorly: Doy few countries the n rrohasing

power of Tyl oredit o rast Mow o years, and
formal 277z convinue to ricultinw in seneral

in narticidar, 1 The averags term structure of loans
short,, and formal REMs nobilize very little
revayrent problers appear o be almost
enders atbenmpt to lend to Individuals who

¢
I

erpcrience . Inoaddition, iU apnedrs Lhat

formal lerdzrv are inpos

reletive iy laree loan btransact lon costs on small

need borrowsro. These transaction costs lossen She incent ives

wobl

1 The verm "formad credit” 1o used here to revresent leans from banks, coop-
ratives, zavings and loans, and other government repulated financial in-
stitutions. Informal lenders ware all others who rrovide Minancial loans.




which small and rcw borrowore have to use formel loans. Overall, it
appears that RFM detivities in most low=incom: countrizs are causing
substantinl increases in the coneentration of inconr and asset ownership,
a result clearly inconcistent with the statod chlectivers of most smll

al 3
IR ety At ety e e
farmer credis Jrmrame,

-

The conundriom of mderately successful oredit projects, vet flound-

ering rural financizl mricets, can be at lesst partly wmlsined by Llooicing
at the a=swmtions and policles on which rursl oredit DIDOIANS are bdls,

I will atterpn to arpue that Plxed,

OW THLeTEst rebo pe icies

—ia
G
o

LICs, combined with serious inflation nressure S, arz rajor factors

causing poor perfirmance in Ri™s,

Common Assunmtions and Policies

At first blush a casuzl observer is often impressed with the unique-

ness of RFMs in each low-income contry. This imrvession is oft en rein-

forced by the diversity found among the institutions omoviding finaneial
services in rural aroos. o careivl analvsis, however, reveals a 1large

number of' similar asmnptlons tehing most Povmd agricultural credidy achi-
vities, At the farn-househoid level » 1o 1 often asswed that the rural
poor face credit Shortaces, that thay pay exorbirant amsimts Jor Lhe use
of informal eredit g and that theyv need carenil supervision in order to use

5

credit wicelv, 1o 1o Spdiher acoumed that most farmors eed add 1itional

credit in order to adont new, Aichly profitable e chnolory, send that con—
cessionil interest pates are reecded on formal laane In erdsr o induce
farmers to borrow, T most cases it is also asswned that intersst chareges

~

mike up the bull of the borpe wing costs for most farmers, and that the loan



demand, especially among sl 1 farmers, is very interest rate elastic.
Typically, a rurzl household is also stervotyped as f‘::}l\r,i.nr: Little or no
voluntary savines canacitr.
Severnl stronely held assurptions relate to lender behavior., These
include the fesling that informal lenders orovide the najority of the
loanable funds in most low-income count ries, and that formal lenders are

tradition bound and do not e cessarily make loans wiselyv. 1t also is

rmal lenders can reculate the uses made of funds by geant-

ing loans only for predu cion wposes, or by making loans in=kind.  Many
lenders as well as policy rakers nlso Ffeol that formal credit should not
be extended for househcld cons arption,

Strongly held assumptions about informal lenders also can be found.

 tnat moneylenders usually extracs

charew exorbitant interest rates, resulsrly take

)
TV N r vy F
r’\,\, 1;.7:).1{..:.1".‘.(, ARG

1y weals, do not nrovide lemitimte coonomlce

advantare of

ey ot o be clozely remulated or ol iminated.

services, and

Vg s

fan SRR ) e . . . ~ g SR - R TR - Sy
anere are also a nunber of widely held ass unou ions aboiut Lhe overall

MiooAn low-income ocountrlol . e ar Lhe most, cormon 1s

redulatad and thelr poriormnec conrnlled by

. e PR
that Rt con ve ot
administrative fiat, 14 i3 ey ocormon oronew coverarents Lo armownen

dramatic wdsultural credis Lrosrane which Svniceally includoe credit supply

nereaces At well as concocsionnl Innersot Sermo. Tnon Pow cases 16 omay
also include Sopgivencos of fopmm] debts v fonnld weter caplier DO .

As misyit be eapected, Shese oommeorn nomamptions havse led te, yory similar

.

policies across countries. Moot sount el 5y Ior examplo, Ley Lo drive
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the informl moneyiender from rural areas by increasing formal loan
supplies. A ruber of copgt ries nlso are developinge new fin ancial insti-
tutions to serviee specifie Larpet mroups in rural arens, especially the
small farmer. Also, intensive loan supervision and fapm Dlarming often
are Lied to smail faprprre Lloan prograns, 16 - Very commoi for contipel
banks or monetary authorities ro yge VALOUS tyres of cpedlis rerulations

to force lenders o Services cortatin tars

PrOUDs such as

Al rmeps,

These reculation: ineluds lnaan portiolio-ceilinge: devices ) varions a Iscount

T ¢

mechanisms, adjustments 1 meserve requirements, and Tosn PRIy en pro-
grams [J onnson]. My ¥ed, low intercet rates on both fopmegl oans and

financial sn Vines Instruments arve prebably the mat common pelicy instru-
nent found in Lifs., 16 1. Leconing Incressingly wpparent that these cor-

Sy Y

cessional, int

. LT s . . - - P I B
lexdble intorest PALe nolicieg o

REMs are verforming so noorly,

Areuments for Low Int Ciesl Rates

Various comhinatieons of at least four arcunents are used to Justify
low and inflexible Nterest mte policies N s The mogs comnon is
that low rates are nesden Lo dnduee farmers adopt fermal orodiv ad e}
USe same U purchase rodern product ive Dipuss. This adobtion armument
holds that smll Farmers will not hoprow Porend eredit imless low rates
are charod, that the VowILE ot sdort prafieal e New technolorm unless

9 Vel

special Infuccments are siven, ond that low Pites 1o neeessary to offset

the wcertainties asseoei abed with adontion of new broduction activities.



A second and more comllicated arcument is that low intervst rates are
neeced on agricultuwral credit to conpensate farmers for other cconomic

policies which cause produnticn and Investwent disincentives. 'These pol-

cod rrlee cellineg, overvalued foredlsm exchanpe rates

oerts, vartows forms of taxes,

and policies which raice the prices of rpuss purchased by Parmer

Some policy mueers argee that low interest rates on agmelcoulbural loans are

- D S N T ¥ CVNU e s DR o R e PR I NI I
an easy and efficiant way vo compensate Parmers for the produchion disin-

centives ot them by these varlious nolic .
o Justily cheaon credlt policles, ospecially

to ity or incone trancier objectlves. Polley

the munel poor argue

oy 3 JA. 3 o R T P Y r ey s -~ 4 oy 3 0
rioultuwral Lo are an o easy way Lo bransfer

s B el noor, dhen intercest rates ars
D -, -3 i « 1 P - - e e . ey
nelr leans and thus have oore incoms o spend

variation of this arcument is thob low ine-
terest rates are justified Lo help farmers ride out periads of low income
due to disazters caused by war or weathor,

The fousth arcawnt ol be lapzlied bhe "moneylsndsr cyndroms, "

It is widely neld in LI%z that informal lerders zaoply wurdous lendinge

terms Lo thelr lomns. These termo lead Lo cither nompetual economic hond-

age of borrower voe lender, or svyen worse ) turmover of horrowuers! asoets
. — N W s ] ev Ay Tt 4 e Dy -3 " . . i P, P ' DU - FUTGRS IV
to the lender to zsatlsTy debis.  fn objccotive of many ol Dormer crodit

programs 1s to provede inewpensive Cormal oredit v opursl oousehoids so

they can escape tne clutches of the moreylender. Tt is also often hoped
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that an inecreased Supply of inexpensive formal credit wil at least weaken

the economic power of the moneylenders, and hopefully even drive them

out of business.

Recent Research Res sults

A substantial amount of research has beer done the past few years on

rural financial markets. Results from o mood deal of this research chal-
lenges many of the widely held assumptions about, RiMs in LI0s. This re-
search is also racsing serious questions about. the efflcacy of cor wessional
intercst rate policies which are larewly based on these Inereasinaly ques-

tionable ass st ions.

Hyun, Kalla, fato, Lee, Ong and Roberts, for exarple, have all argued

that volunt AV rural savings capaciti=zs may be very substantial

'_h
o
{—1
F~4
o
N
p
&

]
even where v or capita incomss are quite low.” Wai has nointed out that

the availability of financial instruments along with avtractive interest

incentives e e very Irportant in helping RITE o mobilize these savings.

Singdy, Stitclein and Barvon hove vued fhar mayy informal lenders
provide valuable serviees i raral areas of LI0s. “urther, chat on the
: . : P [ /S P R o Y. y

average, thene services spo Peasornably rriced, They would also liwely ar

gue that financial preocrans which gre aimed at ded vine wicked morevlendsrs
from rural areas s Tll-conceived,
Other rogeareh Dy Moy Tinermeler, Adams and Howse 1180 sugrests

that addi*inal credit o Swervision may not be eritieal in the production

activities of yany small faamers in 1I0a. Ty 2y recort that many of these

¢ Studies cited are listed alphabetically by author's nane in the Bibliography.
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rural households already own enough ligquidity, or can borrow enowth

Lo capitall on 1

from informl sources,

«t
e

portwuitie

analysis which indicates that many small

ably use addivional credit in combination
o~ o~ Tee 2T e b
resowreas.  Suill other

nousehold consunption anotyr the

than 1led "oroduction credit!

20 ea

,
have 1

yalled even stron
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at the overall,
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induce

itable
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that

investnent op-
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e

inpor-
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have a very adverse
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le effect on Marm-

some hous. holds,
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who are lucky enough to have access to low cost credit, to overuse these
loans. Recent farm level reseavch in Brazil showed that many large
farmers who hod ample access to Pormal ore it had loans far in excess of

their cash operating recds [Adams o othere ] A rood desd of the noney

borrowed by these individusls Hus cbviously beling diverted Lo uses out-
side those authoprioodg Uy thelr agricultural vraduction loans.
The cecond «00ect of Tow interest rates lies on the savings side.

In most cases low Inforen roeon onoeredit force Cinoneial Intermediorles
and monetary authoriticos < Seloeven Lower rates o flnancial savings.
Almost 411 mariet-opimitod countries in the worla currently have negative
real rates of intermet on most financlal savines instyument tsoavailable
to the rural poor. As Imne s pointed out, low intersst raves orr sav-

ings are parm Leularly onerous on the poor. Thore low rates fores rurai

households to arcept erosion of the 1l ovalue of their fipancial savings

or to hold their savings in ovher asset forme. his alao results in rural

receiving a lower rate of vopurm onothelr fobtal assots,  Save
inps artivitics alv, as a result, mades less attractive oo the household
and the anvortunity costs of conaumption lesssned.  Saild another way, poor
rural households are induced to consume more and save less through low

Interes. rate policies.

Tender Loevel

A8 supsted eap lier, low interest rates on agricultural credit are
RIS -

e

often fus: > on the basis of whet they do for, or o the pural poor.

Policy rimore almoot alwaves overlook the erfoet s whiot theae concessional

1SN

intera* rate policios have on che activition or formad lenders.  This

S

somewhat swprisine once one recommizes that much of the mischief caused
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by concessional Interest rate policies occurs in the distortions it
causes in lender behavior. Gonsales-Veg:, for exanple, has recent ly

argued that concessional interest rates foree lenders to concentrmbo

their loan nortoolios in hands off larye apd experienced bhorvowers.

4

He also arsues that concoosionas interest rates discow ace lows to

agricultwre in general and loans for medbiog and long=-erm, Boooaroh in

and Tommy sprongly supported Gonsadc

LY AR E L S
=Vera s theals,

Brazil by Adsms

They fowd that amall fmmers in one mea of Sodthorn Srasil s veendverd

Inerenses In Torrnl credit oxporionesd in Brasil

- s e ey e ey e ~ L T SRR | . U S -
SOwW Interest rates on finanelsdl deposivs also make it veersy di{enlt
70y N Kt P 4e . b N P N SN I S P P T 15 PR
for formal financial institutions o mobiiics -~ substanclial nart o their
loanabl= Mnds Trom voluntary nriomt in rural aroas, These

Vomaet rely heavily on fwnds orovided by oocentral boank

1, P L SO | . e, ey e * oty
Poc ey Pormal raesd Mouieial ineti-

to meet rost of thels

nlens for oeentral brrdes ffen Che word

LIRS

quickly zots around that the farmers 1o Prosident, or

Tat SROTERS Q0N horrowers

the loan s “poverament moncy," thern s 1ittle need Lo DAY,
Inmoos zoontries 16 is soois 411y o o boe laz in wmeetinge one's
ananelal b With o fovarnment. Loan repavient prob lems are often

woslondTieard rart of the loanable Cunds are cemed

ially anceptable Co be laz in mect ingg -

P omets Triondn o one imhhora,
en concensional inSerent ratos s in o fPeetl on Lonns, lenders often

find that lcan demand creeeds the suprly of Ioanable funds.  The lenders
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are forced to use nonprice re tiloning to alloca‘e the scarce funds. This
typically emerpes in three forms. The Firet Is to allocate fixed loan
quotas on the basis of how mack: 1and a borrowe has in a particular en—
terprise.  This micht be expressed in noney Le ms like cre Chousand peasos
per hectare of rice, in physlcal terns like A00 pounds of chemieal fop-
tilizer per hocture of pi Ce, or some combinat’on of money and physlical
inpuis.  inder this Pized quota scheme some b rrower may end up with teoo
much or too litile mone Yy or physical input,

The second technigque of allocating conceszicnally priced credit is
for the lender to place heavy emhasis on collateral or the borrower's
credit rating. This results in the lender extending loans mainly to
larpge landowrers and to borrowers with whom the lender nas nrevious
lending expericnces. lew horrowers and persons
collateral are gencrally denied “ormml Ioan: under ¢

The third way lenders ration ersdit e more subtle and 1eon obvious
to the casual observer of BFg,  This v toning g dene by oirposih 1w dif-
ferent loa transaction costs on various classes of borrowers.  If the
borrower already has o satlsfactory {raol poocd with the lomder, borrows
large amomts, and provides the lends: Jithoanpte collators)

» Ehe bor-

rower's loan transaction costs of¥en 4 very small proportion of

total borrowinge costs.  Tho borrwer nay be able to neratinte 2 new loan
throwh a sinple telephone eall to the lender.  In this case the horrow-
ine coste we mrue W almost entirely by the inteross payments made on the
loan: [Adoms and Nehman .

Tyrically, an ine xperienced candldate for a smll loan finds that a

Formal lerder will gmive him or her ueh more hassle in the loan negotiation
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process. This usually includes meeting with the lender a nwber ol times

to comlete loan nepotiations and mepayaent, long waits in llne for the

potential borrowsr, incurring cash expenses Cop paperwork and forms,

and in some cases paying o bril Many tines vthe loan candidabe may ex—
perience substantial amounts of loan trsaction costs and Chen be denied
a formal loan. Even it the lean is approved, the smll borrower nay

. : P A PR SR SYCE 5 : -
find that lcan transaction costs far excesy the Irverest ort the

on rformal lomns may be oo hich that

" L N R R P 4- [ T 3ee- Y vy ey el
informal loans at "usuriovs" interest nof ses, bul with 1ittie or ne addi-
tional loon trancaction costs, miy e less expensive! Inoall Loo many
cases 1t appears that formal lenders inpose wmscessary losn transaction

.y - = T RPN = [ G O S -~ .l B 17 el Y
costs on snall and inexperienced loan candidates as a way of discouraging

wiprofitable business.

Overall Effects

I addition ©o affecting lender and farm-household behavior, conces-
have profund erfects on the averall

cor periormance of BRs in LICs edted

coneessional interest rate pol-
icles combired with cubztantisd apounts of inflation. ‘Three aspects of

this poor merformancs rerit additicoral diseussion, These arc the income

distr fon elfoctn  che oot on o9y clency of resouree allocation,

and the Incresoced onnorSanitios o S OL TSN
\§ S oyl e o SUTPIEE SIS N e
Jopel ariel fres b recont iy shown that concessional

interest rave policles car copdons Ly dlstort, dncome and asset, ownership

distributions. Tre work by Yorel and Gomrales- Ve on Costa Rica is par-

ticulerly revealing. TIn 1948, Conta Riea nabicnalized most of ite banking
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system.  The povernment has since placed a gocd deadl or eiphasis on pro-
viding credit to smail farmers.,  Despite this, it apreare <hat formal
rural credit disctribution ir Costa Rica is me-e heavil, e ied Shan is
landovmership! Nesenrch on the nerformance of nationalized Ridls in India
sugmest oimilar djae appointing resuylts [Aprawal ], 1t anpears to bhe
extrencly difficuln Lo provide financigl services to the rural Door even
when formal Jerders ape nationalized,

Althoush lareel lored by receas chers, it appears that REMg may

also play an bmortant role in concentrat in certain sectors

or reqions,  Kato is one of the few researchers to docunent. how financial
markets transfor resources between sectors oyen relavively long: pericds
of time. His work on Japan showed that very laree amounts of voluntary
Savings were Cransiorred from real amess to wban by Minoneial TAYKet s,
It appears that this Same brocess is cont iming in many of the LICs.
Recent work in Thailand, Bangladesh and J Jamica reinforces my impression
that when real rates of interast in finaneial markets are close to rero
Or negative, low incom: re giong of an ec OHOMY are drained of their finan-
cial savings by finaneial markets.

Shaw and MeKinnon have nointed out that interest rate regulations

ramnent; Finaneial markets and cause very serious distortions in resource

Al

allocation. > borrowers: have ACCess Lo oo mue 1 ardit, others are

ﬁ

forced tn take too Much eredis erind, and atill o o who rdeht have
product ive uses for eredis arve denied decess to foempd loans,  As sumested
earlier, mny houscholds my be encowramed to WD Thelir asset peortfolio

holdings because or coneessional interest rate Policies. In a few countries
£ !
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like Brazil, Argentina, and Thile

N

wtil recently), large amounts of' funds

borrowed for agricultural pur Poses have been si Iphored off into other eco-

nomic activitg relatively low payolfs for society. In
. RGN y

some countries, O Inetitutions ave beon ove rouilt in order to

mobilize Inexzensive mped deposive. Intort, Hnavelyy almost no word has

4

been done on PSS the menitude of fhese nefriciencios

OIS ST

Likewise,

nas been done o thel suseeptibility to

corrupticn which conzessional Ay introducs inta Cinaneial

) . O RPN RN Ny Sy T arnsy e A e e e v 4 T
markets. As Blaly voints OUL, the lament that Lirme farmers e able fo

L D

capture most of the eoncessionally vriced credir in cocnerat fveg “roundd

5

the world is a dime cnsion off this Suotle onrry il

seem to elbow our little People when bargaing are be g passed o, Hega~
tively priced oredit g uiten the hest Dareain around in rural areas of

w1l

LICs. It is 31it+1s wonder

Tany cooneratives which handle loans do
unctlicn rroperly when o osmall mrber of poveryl individuals can a3~

and thus most of the useful

wWnat incentive does

Jourmal and

reeently Poatured

articles wbout this corrupticon on s onoeh

oo In oseveral low-

Leres mmounte of conicessional ly prlood

W A

credit, nluz some nick Yevel rressiore Sochnne ]l thegoe finds Lo frionds

ol Lhe regim:, haye Snde as ey neonle in LNese eonnt o e ey '.u“..ﬁ:”,.’l‘/a

very aquickly. Cornesssionzl nterest rate policies combined with Inflat ion

crezte very large irplied incope sucsidies Lo horrowep:s. These suboidies

are allocated by the fir Inancizl zystem to borrowers 1n nroportion Lo Lhe
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amount of mrney borrowed. As suggested carlier, it is in the interest of
the lenders to concentrate these loans in order to mirdmize lender costs.
Whent loans v nie atively nriced, it 1s very ruch in the interest of Lhe
economiczlly and nolitien) Ly nowerful to et oas much of $he coneessicnally
priced loans as nossible. The beauti oyl nart about this whole Drocess 1s
that the "robbery" of the public is done entirely lerally. ( Why radical
Intellectuals in capitalist societies have not Jumped on this issue

vuzzles me.)

Policy Adjustments

I have become firmly convineed that mst small farmer credit vrojects
and RFI zevivities in general In LICs are not helping simificantly to
resolve nrctlems of rural poverty.  In most cases RFY aong Viti
current rolicies, are a welfap. prosram for the politieally and economiec-
ally powerful. Tt is alss eleap that g number of the so-called "success-
ful™ srall farmer ocredis prograns arve nob succossatyl 30 aptropriate social

criteria are used ¢ evalwite vroject papfarernos e rural poor are

not materially aided by o 2t

. Jrarmtires vys 4 [ -
N Aravs oot of 1i0 vy

clients ©rom the loan portfolios of ather Soyme) lendera [adams

The rur=: Loer are also not alded raterinily 17 a sepil marmer eredit Dro-
gram's loan repavment Perrormnes e inproved Dy oswitening losns “rom shall
to nedien and laree gized Porrowera, A sl rarmer oredit project alen
should net be Judred a success wie, Cprvvides a fow o ciles te the rural
poor wiils Che rest of the Cinancial svsten pours millions into loans for

the economically powerful. A project should only be cownted successful in


http:so-cal.ed
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serving the rural poor If substantial "additionality" is not achieved.
That 1s, a substantial increase in the amout lent to the rmual poor and
number of poor sevviced hy the REM in Sotal nust oecur.

The persistence of the concessional Intoross cate nolicles, despite

a good deal of ovidence Chey are mti-dovelonmental, camnot be ex-

plained by conventional A Do hecoming Inerenge—

ingly convinesd tnat o ef'foct as
land reform. They may
neople infwsad by ocwmenn Ditensgs e vollicies are only huot g sl
amount each. Land Invasions wre roesible to orossure land e form.

LA crass roots pressure for interost

rate reform.

T4
! 1Y)

5 clear to ne that RRMs in LICs are rot being used rronerly to

e

achleve widely-neld deveicprent goals, especially those related Lo eauity.,
In large vart this is due Yo incorrens polleien bulll on Caulty AS3UID—
tions. T zm Mirmly convinced thas far too mueh cimhiasic iz curpently

placed on providine formal vroduction oredit ot concessiong interest

rates to small Carrers.

i ormenl

tened avproach s T fesl | would be to vilzce much heavier

T Lo ek i ine unlont ary financind savines In carly

1 B TN e
nTerest rate rol’ales will pe

. -t ‘ \/ - Y S ‘
5he this. Duvers must e ol feped nositive real rates

L SR Oy - FEN 4 ey a- o 'y .
Iraleraest o Ll J"I)’,u" Loy ey

crtondnecs Lo deposit,

and easy nd quick acernn bo their Aderosits IF they wont to make withdrawals
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It woald 2150 be

once interest rate DO

poor would bergie
from realistical ly pr

[43
u

At the same tine

rates on airpioyltun

would be expected in
would

to seek out new loan

to reduce loan trarcact

order to atbtract more

find that total

flexible inverest

T

ad P uatments

Thes

useful to

from attractive savin £5

most yenr:

disco DALY CLrTer ’clI""(“ Users

~17=-

-
i

unt major savings mobilization OrOETams

licles are appropriate, lurger number of rurql

facilitios Lhan can bhene £it

1lee

> L would institute flexible, riominal interest

a

credlilt so that positive real rates of interes

These higher and lexible rmtes

S

Of crzdit, stimuiate formal lenders
business Wne the ruryl poor, apd s roz lenders
Jione 2osts tmposed A, sminll g v bopvewers in
loan business. Zepd: T MW norroors T Sven

COBLS reduced when nd and nore

51 Vers

borrowing

e85 are in foree,
in intersst rate policies will not be the only

change needed to nake sy Bll farmer credit Profects more suceossful. I
strongly feel, nowever, that without substantial changes in curront as-

sumptions and policies

will v -

25, TAjor improvements in the performance of" RFls
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