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Introduction 

Honduras occupies a land area of about 43,266 square miles with a 

population of 264 million people. isIt about the second largest country 

of the Central American nations. About 65 percent of the economically 

active population is engaged in agriculture. 

Small farmers under the context of this study are defined thoseas 

who own farms which are small in absolute size or the number of acres of 

land is less than thirteen acres. 

The Banco Nacional de Fomento (BNF) has been concerned with the 

financing of agricultural credits to farmers (mostly small and mediumk
 

farms). Being the only means of financing agricultural projects its 

activities have been limited, reaching only a small spectrum of the 

entire population of small farmers. In order to meet and attend to a 

larger population of small farmers, it becomes desirable to involve AID 

in its functions which merger may result in higher service and greater 

number of farmers reached. 

AID has agreed to carry out the following set of objectives aimed 

at improving the activities of agricultural credit programs in Honduras: 

1. Improve farm management. 

2. Increase farm incomes and production.
 

3. Train BNF employees and other technicians. 

4. Improve BNF crcdit administration. 

5. Geimrate enterprise budgets. 
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6. 	 Implement farm records-keeping system. 

7. Perform whole farm analysis. 

8. Revise loan processing procedures.
 

9. Revise loan evaluation criteria. 

10. 	 Improve BNF employee quality.
 

11. 	 Reduce default and administration costs.
 

Based on the above set of objectives as outlined by AID utilizing
 

OSU 	 agricultural economic experts some pertinent literature review has 

been 	made on small farm credits in different countries within developing 

economies. The literature review is to assist in offering some suggestions
 

and 	direction with regards to our set of objectives.
 

A. 	Failure of Small Farmer Credit Programs 

Various reasons and problems have been given as tne results of the 

ineffectiveness of current agricultural credit projects in most of the
 

developing economies. But the most outstanding factors are the results
 

of the following factors.
 

I. Interest Rate Ceilings
 

The interest rates have been very low in less developed countries
 

(6). They have not reflected the opportunity cost of tlhe scarce capital
 

(1,2). The implication of this trend has been the continuance of govern

ment subsidies necessary for the survival of many financial institutions.
 

The interest rate ceilings have restricted internal capital generation
 

among the small farmers and eliminate the possibility of farmers entering 

into additional markets, since the cost such a venture beto bare cannot 

borne by the low interest rates (2,3). 
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It is suggested that in~erest rate ceilings on agricultural loans
 

be discontinued. 
 An op n interest rates will offer a better opportunity
 

costs to the progressxve small farmers. 

Bcttom).ey (13) studied the interest charges made by informal credit
 

groups in rural areas of low countries, lie pointed out two main elemL.its
 

of the informal credit interest rates which 
 consisted of the opportunity 

cost and the liquidity preferences of the lender. lie stated that there 

is little that the government can do to reduce the opportunity and liquidity 

costs charged by the informal lending groups. 

Tinnermeier et al. (19) has reaffairmed that high administrative costs 

and a desire to minimize risk makes it difficult for financial institution 

to justify any 10a," policy which woul,1 favor small farmers. As a result, 

credit has flowed to the more wealthy farmer and thus has not been the 

key 	Lo income redistribution.
 

II. 	 Prr'lems of Defaults 

High default rate in the repayment of agricultural credits have been 

observed with agricultural credit programs to Sri-Lanka small farmers.
 

Such 	 high default rate has created some financial burdens to the govern

ment's budget and financial operations of the people's bank which has
 

been the main disbursing agency for credit. The main causes of the high 

default rate have been associated with variability in incomes caused by 

seasonal factors, high land rentals and lack of interest: and corruption 

of officials of lending institutions (7). 

It can be inferred that high default rate is far from being solved 

since the land tenure system must be revised in favor to agricultural 

production. To affect such a cihange needs a great deal of deligence and 

concern on the government side. Education of th farmnrs the otheron 

http:Bcttom).ey


hand 	 is imperative to assist farmers to utilize insurance pr, tices and 

adapt 	 to better loan repayable attitude. The question of a change in 

attitude is very important since most banks believe that the farmers 

who 	 come for loans are rational decision makers, so the banks put money 

into 	the hand of these individuals, trus;ting their judgenent in the use 

of the credits (4,5). Efforts should be made towards generating data 

adequate to gjvo the average 'orrower's behavior. 

III. 	 Credit Organization Failures 

.jst credit: organizations focus superficially on two main factors: 

(a) credit delivery, and (b) credit recover-y. These two factors have 

only intermediate effects and do not result to the success of credit pro

grams. This points out the importance of the creation of adequate data 

bank, which will offer the economic environments surrounding the useful 

employment of the credit into productive end. 

Di.az-Cisneros (.8) noted that the major problem with the small 

farmers is that they are poor, disorganized and face a technological 

ceiling that does not allow them to increase their productivity. 

Ways to remedy this condition as outlined by Diaz-Cisneros include 

the followings: 

i. Availability of credit and modern inputs in the local markets, 

the credit must be at an attractive interest rate and the inputs at a 

price that makes their use wortthwhile for farmers and 

ii. The provision of extension service to help the farmers be 

organized and to spread the new technology. 

IV. 	 Personnel Problems 

Roberts (8) has reported that most training officers in charge of 

disbursement of agricultural loans have had little or no instruction in 
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teaching methods and the materials on which they base their instructions 

have been deficient in many respects. Tney have been associated with the 

lack of numerate skills involved in farm budget and cash flow preparation. 

The entry level qualifications of the officers has been low, marching to 

school leaving certificate of middle junior high school standard while 

other followed a 1-3 year cou:-se in general agriculture. Only in a few 

instances have college graduates found as credit officers. 

Attitudinal weaknesses have been observed among most of the credit 

officers. From Pakistan camne the comments with respect to junior staff 

that: 

1.... the job is held in the beginning as an interim arrangement and 

a search for a better job continues simultaneously, attacking concentra

tion, discipline and morale." 

It is recommend that more emphasis be placed on education of credit 

officars and the use of practical training devices be employed in the 

education of farmers. 

V. 	 Borrowing Costs 

Borrowing costs have been associated with the failure of agricultural 

credits to small farmers (8). Such expenditure include paper work costs, 

expenses visiting the bank a number of times to negotiate the loan and 

the probability that the loan application will be rejected increase small 

borrowers expected loan transaction costs. 

It is suggested that some means be developed to reduce the number 

of visits required for the loan application. The establishment of small 

branches of banks in smnll vil ages may be a partial solution where capital 

is not a constraint. In order to accomplish success a re-examinLtion of 

the characteristics and surroundings of the snlal farmer becomes important. 
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B. Informal Credits 

Rotating informal credit organizations are common in developing 

countries. These have been observed in many parts of Africa, Asia, and 

South America (9,10). These forms of organization have been documented 

by Harteva Ld (1972) in the grasslands of West Cameroon among Babanki 

village people. Also similar documentation has been reported by Brokensha 

in 1959 for the 60,000 Africans in employment in Bulawayo, southern 

Rhodesia. The rotating credit association has been described as a group 

of participants who make regular contributions to a fund which is given, 

in whole or in part, to each member in turn. Mostly each association con

sists of about ten members for example each participant contributes ten 

dollars monthly, in which case each member will pocket $100 in ten months. 

Both the credit and saving positions rotate. 

Rotating credit associations in South Vietnam are called Hui. They 

have served a diversed group of people - petty traders, white collar 

workers, farmers, and laborers. It has been documented by Barton (10) 

that about 10-15 percent of the available credit in South Vietnam during 

the decade from 1965-75 has been provided by the ilui. 

The rotating credit associations have consisted in one instance 

of friends organized to provide mutual assistance and on other hand con

sisted of businessmen. In most cases most of the loans given are interest 

free and where interest is incorporated it is usually low. 

I. Points of Success of Informal Credits 

They are mostly localized at village levels in contrast to formal 

finance of which large segments of rural population have no ready access. 

Most: rural farmers are geographically isolated in most cases difficulties 

are presented by lack of adequate roads. In some cases loan applications 



when not in native language have been a source of mass resentment. 

The rotating credit associations have been characterized as a social
 

status concern in which case a deep fabric of affirmity and social control 

in face-to face relations are maintained. As such defaults are mostly absent. 

Barton (10) has stated that rotating credits are effective mechanisms 

for promoting savings and provide attractive returns to savers and inves

tors. They strengthen social ties and serve as a vital component of 

mutual aid (9). 

Liberal financial assistance can easily provoke fraud, jealously, 

corruption, and evasion of obligations where a massive influx of outside 

resources is offered much above the absorptive capacity of the community. 

To certain extent this has already been the fate of some of the agricultural 

credit programs. Since the provision of credit has to be kept within the 

contest of the socio-economic environment of the borrower, this points 

out that there is much to learn from traditional credit suppliers, espec

ially in terms of what criteria to apply and what policy and procedures 

to follow. It is pointed out here that integration of both formal and 

informal credits will benefit the weaker section of the economy a section 

which the formal market has not shown much concern in the past. 

The rotating credit associations suggest too important areas for 

further studies. One they offer an opportunity for studying the character

istics of those individuials involved in formal credit unions, those engaged 

in informal rotating credit and ethers not engaged in both formal and 

informal credits. 

C. Record-Keei ,ngSystem: 

A reivew of the available literature on small farmer credit programs 

reveals that record keeping device has been practiced in very restrictive 
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instances. Rice (11) has noted in his study that record of uses and 

record of incremental impact in most small farmer agricultural credit 

projects have been missing. 

Some instances where record keeping system has been employed, could 

be related to the studies done by Rice (11) and Hayami et al. (12) respec

tively. 

Double-entry system has been used by iiayami et al. (12) that summarizes 

the flows of goods and services. This involves two dimensionc: 1) income, 

and 2) expenses. It has been difficult to collect statistics that would 

enable the analysis of peasant complex in its entirety. As a measure to 

fill this gap l1ayami et al. (12) attempted to documncnt the complex of 

economic activities in rural households in the Philippines in terms of a 

set of accounts in a double entry system. The sampling population con

sisted of a mix of large farmers, small farmers and landless workers who 

were chosen based on their ability to cooperate in the project. 

The respondents filled out all their daily activities on the record 

books distributed by Bayami et al. (12). They were to make the records 

for the time period betweei June 1, 1975 to May 31, 1976, utilizing 

the two preceeding months (April and May 1975) as a test period. The 

record book comprised of, (a) labor trends, and (b) transaction sheets. 

The investigators checked cooperators' records regularly twice a week 

(Tuesday and Friday). The record books were distributed and collected 

weekly every Friday. 

Accounting framework involved the following activities: 

1. Current agricultural production accoL1mit 

2. Current non-agriculttural production account 

3. Income expenditure account 

4. Fixed capital production account 
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5. Saving - investment account
 

6. Outside -- of - household account 

The study by Hayami et a]. (12) shows that most of the small farmers 

are under share tenancy and the large farmers are under leasehold tenancy. 

This infers that record keeping system could be used to show any available 

dispanity among farmers in income distribution. llayami et al. (12) have 

proven that data can be systematically collected and documented at a 

village household level to be consistent with the framework of macro 

national accounts, which can be used in allocation of credits to farmers. 

Rice (11) has pointed out that record keeping system can be used in, 

1) capital asset description, 2) Record of use such item as fertilizer,
 

and 3) Record of incremental impact. Rice (11) states that the absence 

of record keeping system in agricultural credit projects has contributed 

to the failure of many credit programs. Record keeping system will help 

to generate adequate data necessary to offer average borrower's behavior. 

I. Implication of Record Keeping for Honduras Project 

The exercise of record keeping system in Honduras will be a rewarding 

undertaking where the following factors or activities are absent: 

1. There are no available statistics on previous credit use by 

large, medium and small farmers, thus the allocation, and absorptive 

capacity of farmers to external credit become a matter of uncertainty. 

2. There are no available data on how a given agricultural credit 

has been used for example whether such a loan has been directed in the 

procurement of agricultural inputs eg. fertilizer, farm machines, etc., 

that might have a direct or indirect effect in increasing efficiency 

in production. 
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3. Also where there is some uncertainty surrounding capital generation 

in the farm sector and what are the priority input factors desirable, where 

scarcity of capital ($) is a constraint. 

The record system approach whereby implemented in agricultural credit 

programs will assist us in the use of L.P. model to determine those factors 

that will yield optimous result in production with constraints such as 

capital, labor availability, fertilizer, and mechanization inputs. The 

LP model using a flow of funds approach will enable us also to project 

farm credit needs. So far high default rates are presented in most of 

the current agricultural credit programs since there are ro data system 

created through record keeping that will give direction on the better 

way to allocate funds. The Honduras case will be benefited accordingly 

where some statistics are firstly generated to form some bas:is on what 

is presently available, lacking, and what gap is to be filled in terms 

of the manner of approach to reach the desirable objectives sought for 

in Honduras project. 

D. Impact of Credit Loans 

Adams et al. (16) observed in their small farmer project in Southern 

Brazil that most of the credits loanable to the farmers were on the hands 

of a few wealthy farmers inspi te of the increase made in amounts of credit 

made to farmers. 

The investigator (14) examined the impact of credit use on economic 

performance of 132 farmers in Southern Brazil in 1965. From their study 

they found thmjudicious credit use was associated with higher average 

economic performnce and that most of the credit use dwelt among relatively 

high income farmers. 



Argarwal et al. (15) examined the anticipated returns which could
 

be derived from new technology and additional credit use among represen

tative semi-arid 60 farms in Rajastan. By employing the linear program

ming model on the collected data they confirmed 
that most farmers were
 

short of credit and that the average household's income could be increased
 

by about 73 percent if new technologies were applied and adequate credit
 

was available.
 

E. Scial Proj ect Case 

The Fondo de Carantia y Fomento Parala Agricultura, Ganadeira y
 

Avicultura referred to as Fondo (17) 
offers on insight of which the
 

anticipated project in Honduras could sample on. 
 Fondo operations and
 

objectives seem similar to that of Honduras.
 

The objectives of Fondo were to increase long and short 
term finan

cing available to farmers in conjunction with the organization and training
 

of producers and formulation of credit plans encompassing both econom

ical and technical assistance with emphasis on employment creation in
 

areas with critical and economic situations.
 

Fondo has felt short of ultimate objective as a result of these 

factors: 

i. Interest rate ceiling
 

ii. High default in repayment 

iii. In some instaice,; the credit institutions has either under 

or over-evaluated the farmers.
 

Actions taken to 
remedy their failures include the following:
 

i. Farmers are handled per individual case rather than grouped
 

together.
 

ii. M.arketing aspect which has been overlooked in most of Fondo 
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activities has to be considered as a necessary problem to be solved 

simultaneously with the grant of credit to farmers. It has been dis

covered that production has been increased without a subsequent increase 

in market outlets and intermediaries. Efforts should be made to increase 

both the markets and intermediaries as productivity increases. 

iii. Efforts should be generated towards laying foundations for 

formulation of a network of infraestructure in which resources are fully 

utili zed. 

F. Summary and Conclusions 

This study on small farmer credits shows that not much progress has 

been attained in most of the current agricultural credit programs which 

are carried out in developing countries. Failures have been largely attrib

uted to many factors but the frequent causes are the result of lack of 

initial data to work from, interest rate ceilings, lack of specific stud

ies on the characteristics of small farr'er population and credit agency 

personnel deficiencies. 

This study suggests three dimensional steps that may be of value in 

our present agricultural project in Bonduras. 

I. It creates an awareness to the importance of informal institutions 

(rotating credit associations) that may be of value in facilitating the 

activities of formal agricultural credit organizations. It has been shown 

that the members of rotating credit associations are morally, socially, 

and economically bounded together in their activities, such a mutual 

understanding can lend some useful ideas for the operation of formal agri

cultural credit. 

II. It suggests that record keeping has not been practiced in most of the 

agricultural credit programs, which faili re has led to wasteful but unpro
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ductive allocation of funds. The Honduras project may carry out some 

feasibility studies on initial data generation from which other studies 

could he based upon. Also it creates some interest to study the atti

tudes and activities of those who are receiving loans from BNF, and 

those who are not, in terms of capital generation and income in the farm 

sector.
 

III. It suggests that there is some need to train the staff in charge 

of carrying out credit transactions such that desirable work ethics are 

attained, skills in relevant accounting methods are reached. 

The incorporation of these factors in our current program in 

Honduras may offer some success direction in our attempt to establish 

a working agricultural credit system in Central America. 
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SMALL FARMER CREDIT IN HONDURAS 

ABSTRACTS
 

Salgado Jorge Uriza et.al. 
1972, Small Farmer Credit in Mexico and Central
 
America. AID Spring Review of Small Farmer Credit. Vol. 1, No. 
SR
 
101, February 1973.
 

Abstract: 
Outlined the outstanding characteristics of small farmers, 

ex.: assets, acreage farm, righLs over the land, annual income and level
 
of farm technology used.
 

Agricultural Credit for Development. 
 Food and Agriculture Organization of
 
the Unitod Nations. Rome. 14-21, October 1975.
 

Abstract:
 
What are the nature of the factors of production--labor, land,
 

capital in developing countries, also the Gecondary factors of production
 
are discussed--research, production and distribution of new inputs, and
 
services available to the farmer. Existing conditions before and after
 
the implementation of credit system.
 

Philippines: Appraisal of Fourth Rural Credit Project. Report No. 141.5-PH.
 
(March 1977), Rural Credit and Agro-Business Division, East Asia and
 
Pacific Regional Office.
 

Abstract:
 
Itemized products, for example rice, corn, sugarcane, beef, pork,
 

feeder hugs, broilers, eggs, fish, etc. engaged by the farmers. Nature
 
of markets and prices of farm products in the markets and backgcound
information of agricultural revenue. It discussed some existing con
ditions before the era of the introduction of credit system, and the 
organization and management of the banking system. 

*Hayami Yujiro, Piedad Flores-o-oya, ,uisa Maligalig--Bambo and Masan Kikuchi, 

Anatomy of Pea s;anL Economy: The Ecornomic Accounts of Rura. Households 
in the Philippines. (Revi:sed) Paper No. 76-25, July 1977. Agricultural
Econom:ics Department, International Nice Research Institute, 
P.O. Box 933, Manila, Philippimcs. 

Abstract:
 
it offers - brief insight in thlie peasant Pconony. It presents 

the compl ex of econ)mi c act ivi.t ies in rural hou sehold s in thie Phil :ppi nes 
in terms of a set of accounts in a double-entrv sy tem,* that summarizes 
the flows of goods and services. The study tried to doctument production, 
incomeexpend:itures capi tal formaiLion and transactions activities of 
rural village households in developing economy. 

Double entry system as used here involves (L) income (2) expenses.
 
It doesn't involve the ba], ncing up of the Credit and Debit. 
 It is 
merely a two side entry of :incomc co.inno ; and expenses accruing 
accordingly, for example see Appendix F. 
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Bishop, W.D. Characteristics of Limited Resource Farmers. Proceedings of 
the Workshop on Methods of Working with limited Resource Farmers'. 
February 9-11, 1972, p. 3. 

Abstract: 
The study states that it is important in designing programs of

change to meet needs of people. an understanding of the target audience 
is critical to either success or failure of such program. 

Smith, Edward J. Economic Profile of Limited Resource Farmers'. Proceedings
of the Workshop on Methods of Working with Limited Resource Farmers, 
February 9-11, 1972.
 

Abstract: 
I.nalhzes the chief characteristics of limited resource farmers 

in the Southern United States. Next tries to analyze the resources 
available to them and looks at the choices available to them to 
improve their situation. The study looks into the total income 
accruing from the farm and off farm income, and total sales figures 
in given years. 

Abada, Jorge C., The Agricultural Guarantee Program in the Philippines.
Unpublished paper, Land Bank of the Philippines, Manila, Philippines, 
October 1.975, gp, ACTS No. 1302 

Abstract:
 
Offers some insight on the constituents and scope of a major


loan guarantee program is the Philippines. The goal of the program
is to stimulate local banks to lend more money to land reformers 
and other small farmers. The guarantee fund is administered by the 
Land Bank and reimburses about 85 percent of qualified loans which 
are not repaid. The author outlines also some of the strengths and 
weaknesses of the program. 

Adams, Dale W. and J.L. Tommy, "Financing Small Farms: The Brazilian 
Experience 1965-69" in Agricultural Finance Review, Vol. 35, October 
1974, p. 36-41. ACTS No. 1226.
 

Abstract:
 
Outlines the results of credit 
use in a given sample of 338
 

farmers in Southern Brazil between 1965 and 1969. 
 The analysis
of this study showed 3/4 of the farmers had less than 30 hectares 
of land. Inspite of increase made in amounts of credits made to 
farmers, there was no si gnificant incrase to new formal borrowers.
 
Eleven of the l.argest farms absorbcd almost 2/3 of the increase in 
institutional loans theto entire group of farmers. The authors 
concluded that loans were concentrated in the hands of rtilative.y
few farmers as a resu.t of the concessiona] interest rates applied 
to formal loans.
 

Argarwal, N.L. and R.K. Kumawat, "Potentialitics of Increasing Farm 
Incomes through Credit and New Techn.ology," in Agricultural Situation 
in India, Vol. 29, No. 7, October 1974, p. 489-493. ARC Catalog No. 
IN 338 13A26., ACTS No. 1.308. 



Abstract: 
Examines the returns from new technology and additional credit 

use among representative semi-arid farms in Rajastan. Study is 
based on interview with 60 farmers covering the 1971-72 crep year. 
Through the use of .inear programming authors est imate farm incomes 
under various technology and credit avalJability assumptions. They 
conclude that most farmers are short of credit and that the average 
household's income could be increased by 73 percent if new technologies 
were applied and adequate credit was available. 

Agrawal, Ramesh Chnndra, "An Analysis of the Contribution of National.ized
 
Banks in Financing India Agriculture in Zeoitschrift fur Auslandische
 
Landwirtssehaft, Vol. 14, 
 No. 2, April - June 1975, p. 144-158. 
ACTS No. 1.263.
 

Abstract: 
Reports on the extent to which nationalized banks in India have 

increased agricultural lending over the 3.969 to 1974 period. After 
nationalization in July .1.969 over 80 percent of the banking in India 
was handled by public banks. Reports that since 1969 the number of 
rural branch banks more than doub]ed, that lending procedures for 
farmers have been simplifLied and that banks have sh:i.fted from indirect 
financing for agriculture to more direct lending to farmers. Discusses 
the graded in terest rate policy which is based on land holding size. 
The interest ra te pa:i d on public loans varies inversely with the size 
of land holding owned by the borrower. Author notes, however, that 
better-off farmer have derived the most benefits from public credit
 
program.
 

Agency for Internatiina]. Development, Integrated Agricultural und. 
Unpublished paper. USAID, Manila, Philippines, September 1972, 15p. 
ACTS No. 1262.
 

Abstract: 
Outlines a program to provide full farm financing through rural 

private banks in the Philippines. This program provides farmers lines 
of credit which can be used to finance farm as wall as household
 
activities.
 

Ames, Glenn C.W. "Small Farmer Associations and Development Programs: 
Case of the Dominican Republic," in ind Tenure Center Newsletter. 
No. 52. April - June 1976, p. 14-21. ARC Catalog No. 333 32 L 253 
(No. 52), ACTS No. 1365,
 

Abstract:
 
Reports on the results of a group lending program carried out
 

by one agency in the Dominican Republic. These groups were made
 
up of 6 or more farmers.
 

Andrus, J. Russell and Azizal.j, F. Mohammed, Trade Finance and Development 
in Pakistan. 1966, Chapter VI, p. 313-162. Stanford Univ. Press, 
Stanford, CA ACTS No. 1.360.
 

\(
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Abstract:
 
Presents a review of agricultural credit activities in Pakistan
 

during the 1950' s and early 1960's. Authors stress the use of Coop
eratives to provide financial services in rural areas.
 

Araujo, Paulo Fernando Cidode do, An Economic Study of Factors Affecting 
the Demand for Ag ricul.turail Credit of the Farm Leve]1. Unpubli shed 
masters thesis, Ohio State University, 1967, 101 p., OSU Agricultural 
Library. 

Abstract::
 
Evalunates how credit affected the economic performance of 132 

farmers in Southern Brazil :in 1965. Describes the difference between 
farmers in the sample who use and do not use credit. Studies factors 
which affect dem and for short and intermediate term loans. C ,eludes 
that credit use was as soc at(,d with highe r average economi c perforna nce. 
Credit users were found to he in the relatively high income groups. 

Bottomley, Anthony, "A Monetary Stratgy for Underdeveloped Rural Areas,"
 
in Agricultural Ecnnomirc.; Bu]lletin for Africa, No. 12, June 1970,
 
p. 1-10, ACTS No. 1236.
 

Abstract:
 
The autlor looks on ways to reduce the interest charges on
 

informal credit in rural arv;as of low income countries. He outlines 
that two important elements in these interest rates are the pure rate 
of interest or the opportLunity costs of capita] and the liquidity 
preferences of the lendor. He conc]udes that there is relativelv 
little tht governments can do to decrease these two elements of 
interest chargcs by informal lenders. 

Brake, John R., "Farm Finance and Nat ional1 Economic Volicy--Some Gaps 
in Knowledge," in Amer:ican .Journal of Agricul.tural Economics, 
Vol. 5, No. 5, December 3974, p. 3Cd-1062, ARC Catalog No. 33& 13 B814, 
ACTS No. 1398. 

Abstract:
 
Reports on - review of literature in the farm finance area. 

Concl.udes that agricultural f:inance research has been too heavily 
oriented toward micro economics and that too little concern has been 
given to national economic po.licies. Suggests that four tOl)ic areas 
need more research attention: 
(1) 	 how capital formation in agriculture is affected by national 

pol:icies 
(2) 	the effect of national rmntary and cred it pol:icies on agricul

tunral production anmd investnent 
(3) 	performance of rural financial markets and 
(4) 	sources and uses of funds :in rural financial, markets. 

Browson, P.A., The Impact of Agr icu.tura.l Credit on the Suhs:istonce Farmer. 
Unpublished paper presented at the Easteri African Agricultural Society 
Lusaka Cu;rference, May 1'974, 34p., AC'S No. 1348. 
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Abstract:
 
'Ihi s paper was prepared at the end of a five year development 

program o(ass es;s the impact that the credit compojnent of the Chikwawa 
Cotton D)evelopmeLt Project had on l1ocal farmers. The project wa 
financed by te A,/cty for I1ternatiL.jna,',] ] 'vc.umwML. A ,:ystemn tic 
SLiflplu of ]74 fa rmer:m ,. ig U', Ted wit The)urchi ahillnCes on c 'v: used. 

affects of credit, 
 larmer's sJnVinz; and spendiny l tterns were in:al\yzed. 
A pilot sav',in>,s p) oitra a; intceod celd as a resuit of th.e ;tudy. 

Credit Union National .,::;oc iation Inc. (CUNA), Assessment Report on thie
 
Haiti Smal. Farmer P'ro.ject and the Bureau de Credit Air ic,]e.
 
Unpub.l.ished report by CUNA, ashington, 1).C., No. 1 9 3
15, 1.976, p.
 
ACTS No. 1358.
 

Abstract:
 
E.valuates the credit activities in a smal 
 farmer coffee improve

ment project in Haiti in:iati;ntd in 1!976 and 1a rgel.y f:inanced by a 
$5 million dollar AID loan. 'The project focusus on increasing coffee
 
production on mal.l farms Lhrou:i use of clmical iertil. zer 
financed 
through forN;,., crudi.t. C-udit: aNd fLrtiliJzo. is dist ributed groupsga 
with lembeorsh-;Iii.p of about 15 lIrmers. . )iscu:;ses reasons why disburse
ments uinder thel oans have been slc ,pithan expect.,d and lists recoin
mendcd clanges in thle program. 

I)el.1'A:nore, Cordano, Aricul.tur:l Credit in African Countrius. Cassa 
di Ri sparmio del .e Province Pmbardu, Milan, italy, 1973, 97p. 
OSU Agricultural Library. 

Abstract : 
DeS cribes ,om of LIhn ma.jor probl1 ems; found in agriculttral1. credit 

systems iin Afr ic a. 'lhese,includt: (1) colonial l]egacy (2) th1e economics 
of credit in;s at tlhe farm lIvel., (3) Sonrc', oqf )oana1b) funds. (4) the 
demand for credit and (5) overall banking poli.cies. The role of private 
savings is stFes . 

Donald, Gordon, Credit 
for Smal I. 'arner:; in Duveloping Countries. 1976. 
286p. \'esLv;\'iew Preas, Boulder, ,Colorado,ARC (atalLg No. 3:32. 71 D675, 
OSU Atricul.tiuraJ Library. 

Abstract:
 
Distil:ls; much of the material 
pr': ented in A[D's 1972--73 Spring

Review of Smanl.1 Farmer Crudit. Mlajor sevtLions; in the book treat AID's 
experience with crdit p '.ra:n,:;, the overal.1. role of credit, cred.it 
ins tutionsi and pol icie other at i L-uions-; and poli.ies 1tl',ated 
to credit, and .trato'L, f-ort:; 
 ,ma i1. farmer cred[t prorams. A useful. 
credit bibl Io ,raphiy Js a ]so inc ludut. 

Hadiwigeno, So S., ,lni ,. 01 1itat., S.) Pol ] ats >hd-ifieaft3 in the Credit 
Program for Sa nl I Farm; in Last lava, 1idoneusi:a. Unpubl IIshed doctoral 
dissertation, Universi ty of Il.)linois, J974, 241p., OSU Agricultural
 
Li brary.
 

N.
 



6 

Abstract: 
Reports on the economics of credit use in four vill.ages in Ea st 

Java. !)ita from 200 fdirm..s for tho years 1972-73 were used in the 
,anals:is. Author uses ]!near prigramil ito est the potent tall farm 

level cltect.s of vnri.ou oidlifica tions in cred it poli.cies in : devel
opmont program in Indonesi (BEMIS). Concludes that farmers could 

.iir 1rIates loanspay much hid .1oL.t. on their formal wi.lhoit affecting 
prod uc t ion dec i s i.I 

Harvey, Charles, "]Rural Crecdiit in Zanmb:ia: Access and Exit," in Development
and Ciinngiue, Vol. 6, No. 2, 1975, p. 89-105., ACTS No. 1389. 

Abstract: 
Reviews the grov,,ti :i.n the f-orial agr icultural] credit system in 

Zambia since 19 6 4, nting, tlliit despite heavy j;Vw\nIient emphasis, 
small farmers have li acc's:s to for'A 1, credit. Explains how]t:tle 
in I felolt. areas it w V ho i'p .osi,1c to provide crudit to small. 
farmers, and .cijsC:sts that: t't fomsnremotr:l 1.11 areas miay provicle 
more econm:ic: opporLunities fo th rural poor Lhan cLdi:i programs. 

larvison, Alan, Agricultural1 Credi t in Botswana Devel.opn n,t Studi es No. 6.
 
Deipnrtiment of Agricult ural lconomics, University of Reading, Dec. 1967,
 
32p., ACTS No. 1254.
 

Abstract: 
]e'.ports on an ova]uation of a small revolving loan fund which 

provided c'rc d: to smal 1. progressilvo African farmers in Botswana. 
The cr'dft was extended to less tiain one1 percent of the farmers in 
the count,ry,. All or rowurs were as.sociated w.tLh an .x.t: ension program. 
The paper also reviews agri cultural. conditions in the cuntry presents 
data on loian repal oenlt problems , and makes suggestions for streng,,thening 
the credit ac:ivti cs. 

Long, hilard F., Economics of a Cred it Program for Small. Sca.le Farmers 
in Rain Fed Areas. Unpublished paper prepared for AID/Washington, 
July 20, 1.976, 49p., ACTS Nlo. 1367. 

Abstract:: 
Providc~s infurnat ion on projected loan demand and arts of grant:ing 

credit for a proposed cred it program in akWistan. Stremses the need 
for bet:ter data which will clearly show tie payoffs to credit use. Also 
stresses .iOtecrest rate policies, savings mcbi.J iza Lion arid need for further 
research. 

Singh Barla, Ch]iin, An Analysi s of Cooperative '\grfIciiii:tural Credit InstiLutlons 
ini India: A Case Study of the Primary Cred i.3t Scti tios in Ralastlan. 
Unpublished doctor; l disseurt:aten , Micigan tiLe University, 1973, 
232p., OSII Agricul Lura] I brary. 

Abstract: 
Study evaluates the adequacy of formal a r ic ul[ur] cred i t suppli ies 

in India, reports nni thu )rolrens of c(oi)eriuniv'.' c'(dit institutions, 
examilno the ava:3 Ilb i lit v of credit: to di ffrtoL_ groups of farmers, and 
rec.ommends policy Cli'in pcm;. )a from a ]971-72 sm;pie or 161 ;arm house
holds in [Ind i a;re listd in hlheanalysis. 'fTu acthor conclude's that it 
is diffi cilit. to project- ;Iiropute crerdill deman ld and thilat credit coop-

L/ 
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eratives in India ,ave performed poorly. lie stresses t he overdue loan 
problems in cooperatives. le a]so argues that it is mainlv the medium 
and large-sizecd farm r who could profitably use more credit. 

U.S. 	 Dept. of Agricullture, M.ijor Stat:i sti cal Series of the U.S. Dept. of 
Agriculture; 1Ih..' Thev .\-u (:Arstiiucted and Us:_d, Vol. 6, ]and Values 
and Farm Filnance, Agricultural IHnndbook , No. 365, April.1971 , p. 16-26, 
ACTS No. 1225. 

Abstract:
 
1a id HO descriibes ,'nmd de fines the various mca sures 
nsed by U.S.D.A. 

in its agricul-ural credit reporting. 

Von Pischkc, J.D., Some C;:uios and Effects of Poor Loan Collection Performance. 
Unpubli::led laper, World Bank, Washington, D.C., March 1976, i 3 p. 
ACTS 	 No. 1295. 

Absunct : 
Author feels that procedures used by lenders to select borrowers 

often re1.ult in later .1t=an repayent" prblobems. ltis majn point is that 
bte on loan 'tKrm t problemsloans L mado debh t. repnaymnec I;:pacip:v:if . rcepi.... 

are to he L':sol \ed In most couInrirQ.• A discussion of the effects of 
poor co.. I by is].i lsoa prcented.c(l: .( on -riormmancu .1lenders 

Nendal, D.S. "'Pattcr of Ilncomue, ]i .,eniuLent:, :xpendilture and Savings of 
Selectud I)c::D;rntar on Farm: in lUaran.a;i ," in ludian ,Journal of Agri
cultu.ra.l Economics, Vol. 27, No. 4, OcL.--1):c. 1972, p. _11-19.
 
ACTS No. 1272.
 

Abstrar :
 
Reports on the e:: tent o f d isp:r i ry in income and savi ngs among. 

a group of record-k:eupin g proqp esive f;armars in lary,,ana State.c, India. 
Data for 49 farm houncho.ds coverin g tLh ears 1967-7(0 ire used in 
the anal ysis. S;aVO\,IS were oCt 1iaLcd by the assot-accnunt method. 
Author find. thata rpe fLrarv ers benefited !nti from new farm technology, 
that most lou.sehold invested a ,;tb.t:antiil IarL of their income, and 
that the marinal ppon5sitv to s;aVe over the period for all house
holds was .34. 

OnE, Marc ia L. , Dale W. Adams;, and .1. Sinhl, VoluntaylRural. 1S:vings
 
Capaci t .ies :in Taiwan 1960- 70," in A:meri can Journal of Agri cul tural.
 
Economics, Vol .58, No. 3, Aug. 1976, p. 278-582. ARC Catlog No.
 
T1W 332.2 037, ACi'S No. 122J.
 

Abst-rac t: 
Providesn i i'Iormiat ion on rural s and [l:sho u<nphld navinig.s nome of 

determniantsl. n alwan dui Yl,g1 the 1960'E. IclL:ome, collnvfILi)L LOll an(d 
savings inflorvialion for fiar lihousehoIlds in a farm record l:_'iLpii'u 
project are used in the aInalys.is< . Aui thors found tihat ihouse.ol1ds 
were saying very'arge proport oli' f tliheir inome(vi, 'lihy coneItiIdo 
tliat approp ri ate pI been a explininlgpirs have tii major factor in 

the subs tatli Iaa .i-a\'i n$ Dt' j LiO S.
;alina 

http:aInalys.is
http:houncho.ds
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Claudio Gonzalez-Voee,. 
 Do Interes t Rate Restriction, Affect Income 
Distribution? The Agricultural . D)evelopment Counin I The American 
Agricultura1 Economics Association, The Ohio Star. IIuiversity,
 
June 15, 1977.
 

Abstract:
 
Ili's 
study looks at the effect of interst in" rest:rictions 

;ivaiLahil of frn rdit:on t:he ty a loan. It shw. ' it.such restric
tions have led to tho concun tr:rI ion of h-i ncI .in,i,real. volimes 
of credit in a few hinds. About 9 percent of lh... receiving formal 
loan obtain abltut 8 percent ofl (h, total. \al.ue ,i .yrivultural credit 
outstLand.i ii. Hndurls is a good exiple of thi i,,idun.e.
 

Paulo F.C. de Araujo, and Ri!chard L. Meyer, Agrifultu it Credit Pol.icy
 
in Bra:'jl Obje ct ive, and Results. 'lu .\'ricult, 1 Developmnt
 
Council. 'The America;n A,,riculrl.al Economics As:.. Ition. The
 
Ohio State University.
 

Abs tract :
 
;theresult s of an a griltural r program in 

Brazil. Ie results of the programi ae weiglcd a: inst the following 
set of objectives: 
1, Effect ofe terna1 funds prvi.sio(in to finance portio Of 

operating costs of pIIIIt oral prodtct ion. 
2. ImpacL on Capi tal fIormat on i n ag'ricultunra1 :". or. 
3. Effect:s on the adoption _f mo:d,:-n LtechnlJogy. 
4. F[nally 1w f-;r' (how.s.mall and n tdiui) econoi, position has 

bMen t s LrenIg,:h' ., 
TIe study also ,o.'s the nog:ative ef cts of Wterest rate 

Controls on I laathe a' ability of the loan. 

Ladman, J. ., and Ronald L,.Tinneroei r. Crcdit Pol:i.c::i, and Rural
 
Financial Marikets in Bolivi a. Paper No. 
21, Conf", ,-eon Rural 
Finance Research, San Diego, California. July 28 \,,tlst 1, 1977. 

Abstract: 
Reviews the general bac:kgrond of Bolivian a. i,ultural sector. 

The nature of its finonu.ial market:s are outlined. 'Wphasis is made
 
on changin; its financial structure.
 

Tun Wai, V. "]Role of Financial Markets in ])evel1 opment,' i Finafrican 
Bulletin, Vol. 3, No. 3, 1976, p. 93-1_05. OSU A ,ltural Library.
 

Abstract:
 
RL:viWs the ruliI Wnshi p L ee(onIc' mid I '1in:-] develop

ment. Emphas;izes the role wi f inancial [ntil-,ns play in 
tile savi' Jisand invesetn!l(lt proCC.2 . Pre-uens a ta , h.ich stiumlrizes 
finaltc ial tsi and o: 
1974 among varIous groups of couni;rie'.

*Rice, E.B. ralfl CL< custil'; ini 'val]uat in g 11 Credit Projects. 

ma rke t actiivitie fI nIl~.ngc f dome..,. " investments -in 

ea ali/d Agricuit.

Operations Hva uli l l Dej)artment Wo'orld BialnkC. 1.81,C; Str. 
 N.W. 

Washing toll, 1).C. 20433. 

.,j9
 

http:A,,riculrl.al
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Abstract: 
Th'Ii:is study point s out the difficulties which are encountered 

with data gap 
at the farm It ci '.e'i th the cstabl i shctent of Agricul-
tural. Credit Progrns. it outlines 3 levels of informnction which 
are i!portant to crrato an anailysis of imp;ct 
1. 	A description oif the cap:ta] asets, operat:ing, t';i Im..s and 

servic s finan)ed by te lo.n (oxap le: ts of fertili:,r); 
2. 	A record of the uce; of those itcms (ox mpie.: area fortilizecd);
3. 	 A measure of the incr tm;.ueI:aI Impact on productio-an that can be 

assu .iat:ed witih t. input (e:,nl ,: vield imcprvvuncit) . 
The ch1.cF';u-.:'ud no I' _tatjil, tlhat the ata rap in :gricul

tural projec't.s is a fami-;iIa 1 prob ,i.nc at AlI), other donor a genci es, 
and e::ecut:in g gov\'o n:inta1 agencios. He stnted further that ag;ri
cultural projecls, 'cdit Projects are among the worst offenders.
 

Barry, P..1., Micro Issues in Rural lBanking. Paper No. 17, Conference 
on 
Ru-al F:inancce Researc h , San Di. ego , California. July 28-Aug. 1, 
1977.
 

Abstract:
 
Narrates banks structures and level of agricultural finance 

iliVO]Vc:n.orlL. The study characterizes the forms of rural banks. 
It show;s some d;pri-y btun growtlh in duposit:s/brnk calt:al 
and 	growt:h in total demand for loans. Some o f these probl ems the 
author attrithbued to Lice remotecnss of the rural barks from naitional 
financial markets. 

Bouman, .1.J A. , TIlnd icnous S:aving;.5 and CrdLit Societies in the Third 
World-Any Mass..ag? ';pr ,o. 15, Conference on Rural Finance 
Research, San Diego, California - July 28-Aug. 1, .977. 

Abstract:
 
Thec' 	 stuldy narrv eN; the different types of credit organiz;ations 

found in ttic developiig nations. The characteristics of the dif
ferent forms of tLhu credit orgtnizations are described and their 
activit ies arc. narratecd. Tho relationcship .etwcon agricucurnl 
credit and alri cliitLul]. dle\,elop 'cM i s du:seribed and tlhe anuthors 
discuss tihe i::pact ofIngri ctlttiral roLatin g l associat ioinscredit 

and inforwna.l financt on agri uilturalI dceve lpUent.
 

Roberts, R.A.J. P'.r(ncje I i)eficiencies in Agr:icul tural lanking Systems
 
in )eve.opigu, Countries. Paper No. 13, Conference on Rural Finance
 
ResearchI, Sac o, :ifornia, July 28-Aug. 1, 1977.
Digo. Cacl 

Abst 	ra t: 
The~ ,autLhr ot] hemajo,.rpe.rsontel deficiencies icn agri

cut.t nra)l ha ki,c,'':Ltcums in develop ing coctntr:ies. 'Thecountries 
contr.ibcutin to tLQ Irod s:urvey incl cde,: lanccg td:shl, Camuroo 

v:nyp t, nl:],iG:abon, Guia t:emal a, Guyana , India,Costa Rica , J .ia , (;Ihan;i, 
Iraq, Jordan, U yla , MartL icc iqtuc, Nepal, Papa N' 

Sierra leone, Surinacm, S.':;ziland, 'Jl ailancd, 'Tonga, Western Samccoa 
and 	Zambi.a.
 

Ni peri a , ti1 CutjllIcea 
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Pischke, J.D. Von, The Quantification of Rural Credit Repayment Performance.
 
Paper No. 11, Conference of Rural Finance Research. San Diego, Cali
fornia. July 28-Aug. I, 1977.
 

Abstract: 
ThLe aut hor sta tes that th understanding of financial accounting

will add to tihe success of credit lenders. The study outlines those 
criteria necessary to evaluate credit program performance. Some of 
the criteria are: 

1. Col loction rtt io 
2. PercCnta ge of the Portiol:io which is in Arrears. 
3. Agc:ing 01 area 
4. Aver;a c o ..1 C t ion peCi od 
5. ProporLion of Iorro..ers im1eeting repayment obilgations. 
6. Repaymont in dex 

Chita Tanchoco-Su)ido, S'mll. Farmer Credit Policies and i'rograws in the 
Philippima;. Paper No. ]0. Conference or Rural linance Rsearch, 
San i)iego,0-1 iflornia. Jul y 28-Aug. 1, 1977. 

Abs trac V:
 
KTe SLUdy narrates Philippinio sniall farmer credit policies,


economic anni soc;ial 
 condit inns in the country, difficulties faced 
i the 011 OnCitat iOnl prn,_.s :,od the hi story of small farmer financing. 

Such (]:!La as Lii itf lj,)v:,I',: 

1. 11ed(1 n lineusehold income (MII) by region countyor 
2. iiedi an f'm ii1ousohlod in1comeo (IIFllI) 
3. ratio of ,J.IlT to '.lii 
4. no of f,.crnns, si.:e of farns 
5. interest rate policy 

could be used in tile record keeping system. 

Nimal Sandera ne, The problems of Defaults in Sri Lanka's Farmer loans. 
Papr No. 9. Conference on Rural Finance Research. San Diego,
 
California, July 28-Aug. 1, 1977.
 

Abstract:
 
The autlor stat es that the :inabil ity to recover loaned funds
 

results in .iabi ii givernmai to{ p rovide credit
tv of Ci" n t sulbsequently. 
The magn1:[iL:de of diefault a in Sri Lanka is of an order, which creates 
financial. bu[lrdeis Lo the ;'.povernmeint's budget, and other operating 
banks, which di ;iorse credit. The author attribute t:he defaults 
to the fo.1.lowjng rels)s: 

1. i)efecK- i Ltli a in n stu retin'it 
2. Vari'i]liy in incomes caused by fortuitous and seasonal. factors 
3. i)efeci in the credit organiza t.ional ,structure 
4. AttLitudin" :ond:itions no t favoring repayment 
5. Misuse of fund!; 
6. Other misce] llaneous reasons 

/ 
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Kwame Opoku-Owusu, and Wil.]iam 'Jetteh, S:all. Farmer Group leading Programme.
Paper No. 8. Con ference on ra .1, finance research, San )iego, Califor.
nia. July 28-Aug. 1, 1.977. 

Abstract: 
Ih(.- stud' describes)0 the c:liar(tr rLsti,s of the small fari:mers 

e]]-,iblu Fr Lie loan credit, acreage, cuLtivated and t:ypes of 
crop; are dce.scribed. Tthu study shows that the high interest rates 
w:iich could bhe dsinr.l V , could be absorbed by the small farmers 
t:aking i ct('onsIderM:ien: 

(a) :impr overelt in t nu. markheting of farm suppli es 
(b) improv't:c:Lt L ducauion of the farmers 
(c) imp rovement in I'resrvation and marketi, nJg of farm produce. 

Tongroj (Knc Ian, Re:search on Credit Needs of Thai Farmers. Paper No. 7, 
Confecrence on Hra ! Yinance Res ear ch. San ).ego, Californ ia, July 
28-Au. . , .1977. 

Abstract: 
The author staLas that the ned to e.s..mate the current and 

future needs of ce it for both short term a;nd ]onp, term prposes 
is quite ur entl:. 1H, .as that a'ny sound po]icy requires rel iable 
est imatCs and in Form at.ion r.n'd in; the natlre and magnitude of 
the needs under alternative conditions. 

-V 


