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~.~,There- is-uoua.ly -onlyr.one Agmqricu tn'ra--Cmmi t'tee- in---i1~e
 

mbrh',isVlu .The.an
 

'half-dozen sif rnames typically dominate a village. I nformalI but cultutr 
 'mi
 

ally strong rel'ationships infl'uence every aspect of life, including~'agr-icul-. 

tural production and distribution of,,the harvyest.' For example, labor is
 

typic=,Aly shared on a barter basis, and products are traded among. reside t s
 

they .seemt-o have a strong and positive i nfl1uence on the3 willingness and
 

abiityof hegroup to handle~credit responsibly, 
. 

Theotalloanto thethe giu.baComtesws'nyL,2
 
for 16 hectares of 'and in 1979 (one Lempira' uJ;S. $0.50),'Clail


~* ::23~a:i:~f~h ouside~ 1 L~c~se~ 

the magnitude of §econd-season production isminor. Itwas even di fficult 

to find three Agricultural Cormiittees 1that wanted credit for a second crop, 

but since the experiment was ,important3 to establish precedent and open the
 

path to crei fo -he first season of 1980 the Commnittees agreed to,
 
participate. T-he only major problem' occurred when~ the "improved" bean seed '
 

provided to El Porvenir only had a 10 perc'it' germination rate; the cause of
 

the failure was never identified. ElPorvenir mantaged to repay its loan on
 

'"c schedule, as did the other two Corn- itees.3 

3 ..
 Lessons Learned " 

'Some'important 
 lessons were learned In the, experiment. First, a loan., 
control book desig"ned for the Committees to keep trc Iof the. inputs.received. 

.,"by each"m~ember was'. too complicated.' Second, the transactions~co'st of getting~~'.'33.' 

'a/Bank 1~~~ ise hgbt'rltive to the~ loar -size and inabsolut 

R~nkr~n:r'~Aevery member of ech groupt'bpet hi3 
ple~ns 'heh 'm tI all c 

'.~'documenlation required oan indiviual client,~pus e c~ nrb~h ''~3'. 
14 d'33 o f a - ~ d iI , 

http:is-uoua.ly


.4 

no~ * Vli tt ce4 SB'i~fte con ract.TiWoce- 'requi re-d c"'""'T" 

Brdi crtifcate available' in home town' (not necessary if the * & 

client already,had a n identity card) 

-21 Identity card--aval~able inthe State Capitol. 

S3., Federal Tax Regi'stration--available inthe ,St'te Caipito1 . 

4. Municipal propert.y tax registration--available inihometown.
 

5. Legal recognition of the group--avail-1a blIe from the 4sponsoring 

agency.
 

Obtaini"Mng documents statein, t.he capitol is usually' a tedious process' 

wh"Ich requires more than one visit. The -,tax rlegistrations) a re, particularly 

tobeoebcuemany peasant farmners have never register-ed be~o're ',_-jr' 

have e ailed to taxes4 pay for past years. 'When they register they 'are '''A~. 

requi red to pay assessments in arrears. Atogth munsare v ery 1 ow, 

they are indeed an obstacle flor Qeasant farmers;.: 

~Transportation is a serious problem for farme~rs who live i n the' 

mountains. They typically must walk long distances to a bus 'route, then 

spend oeor tonights in ton 4h cos in t-m n4oe4i omdbe
 

ofiptnrmtw
twosor 
 ovllal 
 copihdwt
 

R vion e d 
money 

Tr np r t eof8 inpu n u ho wet"ili e p g ioftshrmi s al r gacm plished wgith 'a'" 

cmmint i fe moti po dvehile lan tles TheII Loan,3 ,f The e and the 

4 ' 4 , 



po1_4c_,4-' __,___re-_ _ I4e__m, - n f'4'd i n an-4.to 44mp 


icies~ ~ ~ ~ ~ wee~ ~psaseroblems and 'hanged $in , top& 0mlmne -4 

',1 
 Only two representatives from each~Comt ee ha'd'to have all 3 h 
-~ - documents mentioned,4 ahd,signed the 1'a cnrt euto of ?-,, 

the number of documents required for a loan was prohibited by 
Bank charter. 4-'4.
 

2. Each Committee had to keep a record of how much each mme 
, , ,, ' £ @ @ :.....l, , - @-, 44 :. ,recevedbut'tp form of' the re~4 4 4 'rd wa s up to them.n h loan 

officer and extenSion agent had to see the, record and unde'rstand, it. 
3.Frtiize seed an~d chemical supplies were obtainied from"the Sales 
. 

Dep art-mern t of thie Bank to'assure input quality, If the Bank did 

nopt have the supphies, the Coffnittees could oban.th~em elehr 

with approval of,,the loan officer 'nd extension a4gent. 

44. 
 ,Inputs were delivered to five !distributionopoints. The Ioca I 

extension agent held the suJpplies unt il the Cori ttee coul d 

arrange transportation to the ~villages. 

5. The Sank '11,h iced other inputs such as backpack44sprayers, storage
.44 >-:4:-<;.-44 ,.....4 

4 

<4 ..........-.-
....~_ ~ .4 ........
 
4 4-sheds,,' and equipment, but
ij' 4 -,not the labor required to -install or use4< 4 4 ' 4 >24- ­ i ! :I4 4 4 44 4 4 v . '2 / 4 .4 < i: I~i :Q% '; !1 ' i'-,." ;,-4- ;... 44 44( 44-4 .4-4.4.4 . .. .. ... ..... ' " ........ 44-=
1 them. Materi1'alIs for ,perennclal crops4 also were financed '(rincipally 

.*~~~ -. * offee see'dlings).'--. .7"4 ..­

6. Nither the norBank the4etno 
 sevc 
 sitd the groups-,in,4 

4,'t4 rj their on4 i<4. 4- aketing products', iibut,technical, " assistarce in prod ....................
- *.,4.4.,4. . "" 

cniudto be provided... .~ - 4 -­ ~44 
4 

- 4- 4 4- , 44--
4- ­

, L; j?-:/4p4P>. 1 4,!4f4-=[ 4444 

' Eval ,.,nuatio, 44 . 

'Th exoer im, t i m pa sw t he DanK. Ii:tr, M 

21 i,4. ' ' '4LI" 
exp rim nt~ln oan t~ Ag icu~ ur i C M mittees 'Was successfu~lp -. 

' beca use it- b oke hePimp44 ,",. .4 4-id'e tws eisfthe Ban ab tkP R i'O E ' E s a t i i -;1 



444 

~ 4l~108lfltiutofsr~i te Bankg woul d,manages the p'oducfion' credit 
componenf a~ i'ior':ed-vlomn.,fa nd 

K~~~'~~~"~01 
p o 

fr4,
copnntgn 
 to manage thistYpof 
loanl. Expansion of, he program will probab'ly result in' new problems of~ 
coordination,~ plus ro'blems,, not ye frsen It is bel'ieved~j hwer, 

~tfathsepeie e will result 'i
r, a model to be'used i. iutos
 

THE EXPERIMENT INAJUERQE-NIFRA GROUP
 

Following the Bank's approval of the group 1loa:,n experiment withk...............................4Agricultural Conrni tees, 'n experimental informal',\group loan ',was Iproposed for 

the partici pants ina farm, record-kepn program wOch hd beenunder-wayi 
kiuteriqie for eight months 5 
 Ajuterique is~a town ''f8,0 e 
the fertile Comay'agua Valley of central. Honduras Fam tend to be 114smal 

Sbut itensively cultivated invegetables, and farme rs aremuch more afun-, 
th,n those in the Agri cul tura I Con te.jhe principal differences are 
that Ajuterique farmrers have irrigation and relatively more level land4~of 
 4.
 

high quality,'' 

4 ­

4 

The First Loan 

4 . 4* . 444 


;
 

.Eight 
 '444 farmers were willing and eligibjle 'to partliat in the proposed 4 

'44i4~<i; loan. Joint responsibility was the most difficult problem Con ron~ted; 4 '' 

eight' persons ar fe whe itcmst pedn ik n.vgtales are 
 ~ 
risky becaus'e of the hligh investmet; 'I~J s4nd4eah 

damage, and volatile market prices. A number of. conditio'ns 'were 
 fe 4for' 

4the44o4n .
 

1.~~4.44 Onydrc444uto'nus oldbfnneo'r 
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2 rtilci-pants could1'produce' the cro'ps they' wan'ted, subject to the 

abprconl 'of the B.ank and 'other group participants. This foce
 
everyone to consider the tasks involved 'and the expetise of each
 

f amer. 

3. The repaymnent date was set for April 30 except for a cassava crop <which was set for September 30. 
4~The Bank's policy of requiring tangielon oltrlfr < 

'.,, 

vegetable crops would be waived. ColIterelI for ganpouto 
C r pouto
 

w-ould be, as always, the crop itself. 
' 

5. Each participant was required to completle all the' do ~ on 

normally required for an individual client, and, each hd, to sign 

the group contract in the branch, office. 
.," 

': he first loan ,,'as essentially a collection of individual loans because 
procedures were no different than for, individuals, Each par~ticipant was ~ 

O~nterviewed about his production practices and costs usigtesndr croping 'e
stndar
 

2'budgets already prepared by the Small~ Faint Credit Project, 
 Each participant
 

ha.d to personally vis-it the Bank to obtain his money and repay his portio'
 
of the loan, hence there was no'saving ini transaction costs. Infact, it 
crealted somie confusion because eight persons we'e included inone loan file.,' 
Since the Bank del'ivers funds inthree ins'alimns fo ahcop(ad4 

preparation, cultivation, harvest), agreat dealN of paperwork was generated 

44 
Ths ws cmplio~e
w~. o hndl thetrasacion, bythe~prolemescib 
0 
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p 1c pan s.inthesecond loan tha t the 'first.'b an had to beppaid'off.~:~y 

Sor there would be no more credi t fro the Bank. One week after the dead1i ne~~'U 
the first loan had stil1 not been repaid, and the group was advised that a 

*project team member Wqould arrive to terminate the program, including the 
proposed second loan, if they had notf paid. As a consequence, the parti-ci­

j' pants worked out the aforementioned loan to the man who could not repay and 

repaid the Bank loan at the last mi nute. 
. 

A~.The overall attitude of the group was very positive Wit4.h respect to
 

the concept of the group loan. 
 Ittook tim~e for them to understan~d how 
the Bank operates and what their responsibilities were, but they definitely 
wanted a second loan for an expanded group. Mixed reactions Awere initilly 

obtained from tLhem and non-'loan participants about keeping farm recordsL 

but once they saw the results they realized the value to themnselves and 

the group of making the record book a requirement for participation in 
tthe loan. As one farmer put it, "we wa'nt to mbke'sure that participants AAKAAAt 

spend the money as they are supposed to." This concern was quite strongly 
 A 

-expressed when itbecame evident that default Was .imminen't-, and that 

< tighter supervision would have to be maintained inanother loan. 

As the first- loan 'drew to a close, project personnel caiie to the 
-., conclusion thath credit alone was not a strong enough bond tohold'this - A 

group toglether. This same conclusion was reached for group lending iA 

L; IndiaA6 Agricultural Corrnittees have the advantages, o~f a society which 

WAAAAAAAA-~ borders on an extended family, b-ut Ajuterique farmers aemorLe independent Al AAI.A22~ 

arnd co7,mrercially oriented. AA AA' 

A4 
A 



The Second Loan 
,~ 

.- , 

l. 
~f~i; Participants in,the, second Ajuterique loan, included four of the first 

loan part icipants, three previous record book partici~ants, and ten 
ne~w 
members, Admission of new members- to the group was left to the discret'ion 
of the group, Surprisingly, they denied admission,'to three prospective 
entrants on grounds that they did not own the land they farmed. 
 That
 
decision wassignificant because the three persons 
are respected friends
 

of the others. 

The second loan was for a
total Of L59,819, L2,580 of which was 
for
 
bullocks and backcksprayers with a repa 
 n period greater ..han,.one 
yea r. The record-keEp~er was retained to keep the individual record books
 

and the loan control book.,~
 

To~avoid the hightrnatocotasoitdwtth 
 rtla,
 

sursmets
news semof asdesigned. One disbursement o6ffnd 
wsmade to the group on the first weekdiy of each month. The croup: selected 

t.wo to four persons to, pick up the mhoney and take it to Ajuterique, for: 
disbursement. 
 Each person knew inadvance exactly how much :he was 
to receive,,
 

because (itwas calculated inadvance using the crop budgets. 
 The 'disbur 'e.
 
m'ents we'nt smoothly, and the Bnhepdby putting the exact amount~for,,

each participa'nt -ina 
separate sealed envelope. Since rep&yetdalns­

4y 
m n d e a d l i n e s 

occur at different times for different crops, the mointhly visit tote Bank~ ­
will eventually require exhag of funds- inboth directions; as one partici-, > 

414~43. pant. receives cash for production expenses another r.-tight be repaying all or 

part of his loan,'' ' 

.. 

........... 


-

4 
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<ii>>::.CONCLUSIONS
 

Although! start-up costs were relatively high, th I&benefits
aotnt 


0tthe Bank and to "independent small farme rs 
are large. The, methodolog6e
 

developed for the two distinct situations can be adapted to other areas
 

wAand situations i onduras,,and ,to other countries.,A
 

Among the gener~al lessons learned are 
the' following:
 

1. The most difficult objective to, achieve in group iolans is 
reducing trarrsactA,ons costs toLthe farmer and the Bank; 

-

2. If farm records are kept, groups shriild ideally conisist ofte 
to twenty partic ipants;
 

3 Jont
rsposibiityfor repayment isessential;
 

4. The rules and conditions of the loan sihould be' explicit at the 
-! *d 
 , ' A '' Y>,,A i Jl !Y "
A7 
 z ' ! ¢
',, , , , T ' ,* :
citset, : , ,, : * ,,,A.A, ',.. ,,leaving nothing

i! 

of 
!

importance ,. , .:, ,for, res'olving later; = , :,, -,f.* 

A-@ ' i@ ; , ! ' 
 !i ,! ',
A !I ,ii 

!, 
' " 

i i 'i A i i 
1,' !! i.* ;!>-} i : 

! !:',
1 5. Additional reasons other :i! '' A ~iA : ! ';
A "',LA- A ; than credit should exist ¢ ! ,! : ! :A , i ,, , , • ' 

' 

for maintaining! , , :b ' o w : ,*! ': : A 4 -- , ,' .' , ' , , 

'-& group solidarity;,<, ,, ,, 

, 

i ; :
,ii 

Aii AAA 

~ A' 'A A 

! ' i,A A AA AA AA6. Each group has itsk own 'iA ' ~ 'Apersonality and credit reeds,A \A3 
: < 

so thEre Q ' 
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Genraly, heexperience of the Bank with these groups has been' 
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