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9 M easuring the 'F arm Level
Impact of A gricultural Loans

Cristina C. David and Richard L. Meyer

[A variety of quantitative analytical techniques commonly used in
studies of the impact of agricultural credit programs have serious
methadological shortcomings. Credit impact appears very hard to
isolate with the use of common social science research tools; studies
ignoring certain factors casily overestimate the value of eredit as a tool
for agricultural development. Research methods should be sensitive to

the problems of fungibility, attribution, and the interdependence of

farm and houschold decision making.]

Expansion of formal agricultural eredit has become a major policy in
many low-income counwries. The current amount in all low-income
countries could tange from $30 thousand million to $40 thousand
million a vear, and concessionary interest rates, high administrative
costs, and low repavment rates require substantial subsidics. There is
growing concern that this credit has not produced the desired im-
provements in farm income, owput, and income distribution,

Role of Credit in Resource Allocation

The lack of a sound theoretical framework has led (o errors in the
specification of credit research models and misinterpretation of re-
sults, Two issies are particularly troublesome. First, farm households
are complex units simultaneously making production and consump-
tion decisions. Second, given fungibility (that is, the ability o shift
money from one usce 10 another) in the cash flow management of farm
households, it is difficult to identify a loan’s effect on the farm as
opposed to its effect on the houschold. Since government credit is
usually intended to increase production, not consumption, nany re-
searchers assume that loans extended for productive purposes are
actually used for production.

The empirical measurerent of the total benefits of borrowing by a

Extracted from: Borvowers & Lenders, edited by John Howell (London: Overseas
Development Institute, 1G80), pp. 201-34.
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farm houschold is much more complex than is implied by simplified
Farm models that ignore possible changes in consumption and non-
farm activities. The effect of borrowing with which we are most con-
cerned s the increase in furm inputs and output, but because of
Fungibility, loans may simply substitute for a houschold's savings or
other sources of liquidity (cash or loun). Accounting for substitution
may improve the measurement of the impact of loans on the farm, but
documenting the impact en other farm houschold activities remains
difficult. Complete evaluation requires information on all the house-
hold’s sources and uses of additional liquidity, not merely on the
impact of the directexpenditure of loan funds, But such information is
extremely difheult o collect through typical cross-sectional farm
survevs,

Even with more compreliensive data, the attribution problem re-
mains. ft consists of trying to isolate the effect of loans by observing
differences between borrowers and nonborrowers, or by observing
borrowers betore and after the loans. At least four factors other than
credht can explain ditferences between borrowing and nonborrowing
farm houscholds:

*Differences in technology, technical informatien, irrigation,
weather, and other variables not casily quantificd in production
models

*Difterences in yield, price uncertainty, and management ability

*Ditferences in product and Iput prices

*Difterences in houscehold fimancial constraints or savings.

Multipurpose gricultural credit programs also contribute tw the
artribution problem, since they frequenty provide intensive extension
services and input subsidies in addition o credit. Many researchers
assume thit extension explains litde of the differences between bor-
rowers and nonborrowers, but this is not well documented. The effect
of inputsubsidies on input use and production may be significant and
needs to be separated from the impact of credit.

Concessionary low interest races further complicate rescarch. They
create excess demand for loans, which forces lenders into nonprice
rationing (that is, lender selection of borrowers). This typically favors
loans to farmers with Lrge factor endowments, access o the best
technical intormation, and beuer managers. Therefore, borrowers
nuay be systemancally different from nonborrowers, with borrowing
the result rather thun the =ause of differences in performance.

Review of Lmpirical Liverature

Surprisingly little research has measured the impact of the vast sums
spent on agricultural credit programs. For example, the 1973 Spring
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Table 9-1. Percentage Differences in Selected Measures between Borrowers and Nonborrowers, S-lected Areas

Percentage differences per hectare

Number of Farm Operating Net farm

Area Year observations size expernses Investment  Production tncome
Brazil 1965 132 78 112 n.a. 302 2
Southern Brazil 1965 954 94 127 30 624 n.a.
1969 732 [¢5] 281 338 133 n.a.
Colombia 1968 52 74 104 n.a. 6 n.a.
195865 25 30 56 n.a. 35 n.a.
Guatemala 1475 1.600 5 39 n.a. -3 0
Korea, Rep. of 1970 438 3 5 5 n.a. -1
Philippines 1975-77¢ 577 16 15 n.a. n.a. 4
1975-77¢ 4497 2 - 15 n.a. n.a, 0
Taiwan 1965, 14970, 1975 1,373 16 21 na. 8 -2

n.a. Not available.
Gross farm income per heciare.

Comparison of borroweis before (1963) and after (1968) the credit program.

Based on lower 76 percent of farms by size.

- Nonborrowers include those who borrowed from nonformal insututions.

Comparison of borrowers from nonformal sources and nonborrowers.

Sources: Braul: P.F.de Araujo, " An Economic Study of Factors Atfecting the Demand for Agricultural Creditat the Farm Level,” M.A. thesis, Dhio
State University, 1967 Southern Bra=l: G Singh, “Farm Level Determinants of Gredic Allocation and Use in Southern Brazil, 1963-69," Ph.D. thesis,
Ohio State University, 1974, Colombia: D. Colver and G, Jimenez, “Supervised Credit as a Tool in Agriculwral Development,” Amenican fournal of
Amicultural Economics, vol. 53, no. 4 (Nosember 1971), pp. 6392, Cuatemala: S. R. Daines. “Guatemalan Farm Policy Analysis: The Impact of Small
Farm Crediton Income, Employmentand Food Praduction,” Analviical Working Document no 10 (Washingron, D.C.: U'S. Agena for International
Development, Bureau for Latn Amenica, 1973). pp. 1-106. Kurea, Rep. of- O. Nvamin, “Creit and Farmers in South Korea,” M.S. thesis, Ohio State
University, 1978. Philippines: \'. Cordova, P, Masicat, and R.W. Herdt, “Use of Institutional Credit in Three Locations in the Philippines. 1975-77"
(Laguna: International Rice Research Insttute, 1978), pp. 1-8. Tarwan: Farm household record-keeping data available 1o the Department of
Agriculteral Economius and Rural Sociology, Oho State University,
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Review of the U.S. Agency for International Development contained
about sixty papers describing various credit programs, but none sys-
tematically assessed the farm level impact of loans. Some studies re-
ported trend' m aggregate ouput, use of inputs, or adoption of new
varieties, while lamenting the scarcity of data for more detailed analy-
sis. We review brietly the following types of study on the farm-level
impact of borrowing: descriptive studies, econometric studies—of the
production function, the input demand function, and the efficiency
gap funcion—and programming studies.

Descriptive Studies

The most common analysis of credit programs is the comparison of
farm inputs, production, and productivity before and after borrowing,
or between borrowers and nonborrowers. Most descriptive studies are
unpublished reports or graduate theses. Table 9-1 summarizes the
results of studies from six countries o illustrate the variables examined
and the impact uwsually atributed o borrowing. Except in the case of
Colombia, these studies were cross-sectional analyses of borrowers and
nonborrowers. Before-and-ctter comparisons are few because evalua-
tion is generally initiated alter the program begins. Quantification of
the “before” situation s based on questionable farmer recall.

The Latin American studies cover relatively Lurge farms producing
muluple crovs, and programs including both short- and medium-term
loans. Astan studies refer to small monoculure rice farms receiving
only short-term credit. Despite these differences, several common
patterns emerge. Borrowers had considerably larger farms than non-
borrowers in Brazil and Colombia, whereas farm size differences in
Astan countries were only 2 to 16 percent; Guatemalan farins were of
similar size because of the sumpling procedure. Operating expenses
and investment were higher for borrowers, but production difterences
per hectare were less marked. Moreover, reported ditferences in net
tarm income per hectave were clearly small,

Inferences about loan impact must be treated with caution because
of attribution problems. Small differences in production and net farm
income do not necessarily imply that borrowing leads 1o misallocation
or thatloans have been diverted. In the Guatemala study, Daines used
asampling procedure designed to control for potential effects of farm
size and region-related factors. Differences in value of production
between borrowers and nonborrowers were decomposed to reveal the
effect of price, yield, crop mix, and crop area. Daines concluded that
expansion in cropped area, which explains most of the production
differences, was largely due o credit.

A decomposition technique was also used in a 1876 World Bank
evaluation of projects providing medium- and long-terin credit to crop

SN
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farms in the Philippines, Pakistan, and Morocco and to livestock farms
in Uruguay and Mexico. Crop production changes were accounted for
by changes in cultivated area, cropping intensity, and vields, and
changes in livestock production by changes in breeding cattle, feeders,
reproduction rates, and beef yields. Judgments were made about the
probable effects of the project on each source of growth: adjustments
were also made for the possible effect of other loan sources. The study
concluded that the projects raised crop production by 67 percent,
compared with the observed unadjusted 82 percens.

This World Bank study also dealt with substitution. First, borrowers
were asked o estimate the investment they would have made without
the program. and the probable source of finance. Second, investments
of borrowers and nonborrewers were compared. Third, assets
financed by the project were related to the borrowers’ total assets. On
the basis of these data. a erude substitution factor of 40 percent was
assumed: after making this second adjustment, the crelit projects
explained approximately 28 percent of the net production increase
rather than 67 percent.

Econometric Studies

Several recent studies have used econometric techniques to analvze
the impact of borrowing. Three different models have been used: a
production function, an input demand function, and an efficiency gap
function.

Propucrion Funcrion. Colombian, Brazilian, and Ghanatan stud-
ies hypothesized thatloans influence the farm production relationship,
with the credit variable specified in several wavs (table 9-2). The Co-
lombian studies treated credit as a separate unit; one study further
hypothesized that borrowers have a difTerent production technology,
so separate production functions were estimated for borrowers, non-
borrowers, and borrowers prior to the supervised credit program. In
the Brazilian model credit was assume:d 10 shift production coefficients
for operating expenses, modern inputs, anc. machinery but not for
land, labor, or animal power. The Ghanaian study assumed all produc-
tion parameters were affected by credit. It used 1ime series aggregate
data, while the other studies used cross-section farm level data.

Production function studies have some major weaknesses. First,
specifying creditas a separate production input presents a conceptual
problem, because loans are claims on resources and do not directly
generate output; double counting of inputs occurs when eredit i3
treated as a separate variable. Second, attributing to borrowing the
differences in production functions between borrowers and nonbor-
rowersimplicitly »3sumes a relationship between the source of liquidity

e
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and the producton function. The unclear picture of loan impact in
these results is not surprising. Short-term credit programs attempt to
encourage adoption of new seed-fertilizer technology, but there is little
reason to expect a shittin a production function 10 be conditional on
such borrowing. Modern varieties of seed frequently imply greater
operating expenses for the opumal use of ferulizer and chemicals than
do traditional seeds. But seed costs are similar, modern varieties are
usually more responsive 1o all levels ot ferulization, and ferulizer s
highly divisible. Theretore, farmers with varying hinancial constraints
should sumply be located at different pomnts on the same modern
producnon tunction. Medium- aad long-termn credit, however, may be
nrore likely to change the production relationship becanse these loans
could hnance “lumpy,” or large, indivisible inputs more difficult 10
fund mternally.

Apparent ditferences in production coethicients between borrowers
and nonborrowers may be due to the omission of other inputs, such as
techmeal intormanon or irrtgaton, assocated with loans. Short-term
loans would notbe expect:d to have a major impact on these variables,
but progressive furmers with irnigation and better technical informa-
ton would probably borrow more. Thus, causality iy as hikely to run
from Ingherimputs, outputs, and income to loans, asits from loans to
these changes.

Invur pesanp reyerion. Input demand studies do not directly test
loan impact on producuon and thus avoid the problem of relating
loans 1o the producuon function. In a comprehensive analysis of the
impact of uncertainty on resource allocation, for example, Schluter
estimated input demand functions for labor, modern varieues, fertil-
izer, crop area, and animal and machine power (see table 9-3). The
explanatory variables included financial constraints represented by
credit availabihity and income, nonfarm assets and furm size, technol-
ogy and knowledge.

Table 9-3 presents Schluter’s vesults for moedern seed varieties and
fertilizer, the main targets of supervised credit programs. Access to
loans, dairying income, arca cropped, and assets were significant ex-
planatory variables for fertilizer use. Schluter regarded assets and
farm size as indices of farmers’ ability to bear risk: farmers more abidé o
cope with uncertainty and with better access to institutional loans were
significantly more likely to adopt modern rice varieties. Interesungly,
these variuables did notexplain adoovton of new wheat varieties. Access
to loans and land planted with modern rice varieties were the most
significant factors explaining fertihzer use. Access 1o loans appeared o
be less important, however, in explaining demand for inputs (not
reported in table 9-3) other thun rice and fertlizer.

s
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Table 9-2. Estimates of Effect of Borrowing on the Cobb-Douglas Production Function, Selected Countries

Colombia
. . Borrower?
Brazil Colombia Nonborrower  Ghana
Item (1971-72) (1960) 1965 19658 {1968) 1962-74
Loga 1.514 1.174 2 809 0.740 0.006
Land 0.293+ 0.363" 0379+ 0777 0418* -2.127
(4.42) (1.82m" (1.560) (3.964) (1.712) (1.217)
Labor 0.009 na. 0.39h* 0049 0.456* 4.248*
(0.88) (1472) (0.383) 2.503) (1.977)
. Farm equipment 0.043* -0.103+* 0.144 0.048 0.034 na.
(1.34) (—-1873) (1.043) (0.533) (0.354)
Livestock 0.009* na. na. n.a. na. na.
(1.83)
Operating ~xpense 0.246* 0115 0314+ 0.279* 0.405* 0.336
(4.30) (1.885) (1.377) (1.898) (3.092) (0.269)
Modern varieties 0.356* n.a. n.a. n.a. n.a. n.a.
{5.02)
Credit n.a. 0.641* 0.064 -0984 0.104* na
(3.703) (0 877) (— 1.000) (1.825)
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Credit x land n.a. n.a. n.a. n.a. n.a. 1.559

(1.503)
Credit x labor n.a. n.a. n.a. n.a. n.a. - 1.941
(—1.69])
Credit x operating 0.0001+* na. n.a. n.a. n.a. ~0.395
expense (1.97) (—0.297)
Credit x modern inputs —-0.00003 n.a. na. na. na. n.a.
(-0.37)
R? 0.96 0.89 0.57 0.90 0.80 0.85
Number of observations 129 17 27 27 25 13

n.a. Not available.

a. Borrowers are participants in supervised credit programs. Nonborrowers are nonparticipants, including farmers borrowing from nonformal
sources.

b. Figures in parentheses are t-values. Asterisk indicates statistical significance at I percent or better confidence interval,

¢. Includes fertilizer only.

Sources: Braul: P. B Rao, The Economics of Agricultural Credie Use in Southers: Braul (Waluir, Andhra Pradesh, India. Andhra University Press, 1973).
Colombia: D. Colyer and G. Jimenez, “Supervised Creditasa T ool in Agricultural Development,” Amencan Journal of Agricultural Economics, vol. 53, no.
4 (November 1971), pp. 63942; and W. S. Becker, “Agriculural Credit and Colombia's Economic Development,” Ph.D. thesis, Louisiana State
University, 1970. Ghana. A. B. Gyeke, E. T. Acqah,and C. D. Whiyte, "An Evaluation of Institutional Credit in Ghana” (Petersburg, Va.: Virginia State
College, Bureau of Economic Research, 1977).
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Table 9-3. Linear Regression of Fectors Affecting Use
of Modern Rice ond Wheat Varieties and Fertilizer
in Surat District, Inda, 1971-72

Modern variehes

Variahle® Rice Wheat Fertilizer
Credit” 0182 — 0114 R2 6764
(2.02) (—1.57) (4.28)
Assets 0.020* — (1005 - 0585
(2.50) (—0.80) (-0.%)
Nonagricaltural income 0089 -0016 RAH75
(1.38) (= 1.9%) (1 18,
Dairving income 0100 0073 23 656
(1.4 (1.53) (2.4
Area under crop' bt 0541 66 IS
(.54 (38 (4.78)
Gross cropped area -0 056* 0 006 j—
(=217 (0.2
Area under improved rice — — 54.359
(2. 45~
Area under tradiional rice — — 18.513
(2.50)
Area under unirrigated crops — —_— - R.a9]
(- LRy
Fducation -0.005 0.076* ~=5.129
(-=0.12) (3.2%) 097
n? .76 0.74 0.63
Namber of obseryations 54 3] 25

— Not applicable

Note: Figures in parentheses are t-values Asterisk indicates significance at | percent
level.

a. Two other variables, number of family warkers and home consumption require-
ments, were incdludod in these equations but were not statistically signthicant.

b. Referstomaximumamountthe cooperative would be willing; to fend the farmer for
various inputs based on area, cropping pattern. assets, and character of the farmer.

. For ferubzer, this represents area under high-vielding rice varieties.

Source: M. G Schiuter, “The lnteraction of Credit and Uncertainty in Determining
Resource Allocation and Incomes on Small Farms, Surat District, India,” Occasional
Paper vo. 68 (Ithaca, N.Y.: Cornell University, Department of Agricubtural Econumics,
February 1974).

Err1ctency Gap FuNcTion. The third econometric approach relates
credit not directly to input or output levels but to the farmer’s ability to
allocate resources efficiently. These studies attempt 10 determine
whether loans explain differences in ability to use optimal levels of
inputs. Some studies simply cernpare whether borrowers and nonbor-
rowers eqrate marginal value products to prices of inputs frequently
financed by loans. Separate production functions : .e estimated for
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borrowers and nonborrowers, but the differences in initial level of
savings, managerial ability, and perception of risk are usually not
considered. An exception is a Malaysian study which classitied farmers
by capital availability rather than as borrower and nonborrower.

A study of Philippine rice farms by A. M. Mandac and R. W. Herdt
[“Economic Inctheiency as a Constrain o High Rice Yields in Nueva
Ecija, Phulippines.” paper presented at bnternational Rice Research
Institute, Lagena, Philippines, F978] supplies an alternative way of
measurmg loan impact. They compured data on normal farming op-
erations with data from experimental ials conducted on the farmers'
same helds te determine etficiency. Measures of technical as opposed
to allocative inefficiencies were identilied for cach farm: it was ex-
pected that levels of technical knowledge and environmental factors
such as wrigation and soil tertiity would influence technical ethiciency,
while munagerial abitity, perception of visk, financial constraints, and
creditavailability would attect allocative ctheiency.

Ethciency gap models are conceptuslly appealing, and tutare analy-
sis might be extended 1o estimate loan impact on farm production or
incorae. However, the nse of experimental data o establish a frontier
production funcuon and thus 1o distinguish plivsical from price
ethaency is rarely possible. Innuany cases farm practices of the “best”
farmers may have o be used, as in other empirical studies of technical
efhciency.

Programang Studies

Several studies of loan impact and demand have used mathematical
programing. These studies provide estimates of normadive behavior
and simulate the impacts of aliernative policy changes. Single period
linear models are commonly used. Typically, a representative model s
developed for reasonably homogencous farms with respect 1o size,
technology, resource endowment, and other characteristics. Profiu
maximization is normally assumed, subjectto maximum and minimum
Yarm or houschold constrainrs. The activities mcluded can vepresent
what exists or explore what is expected under alternative scenarios.

Muluperiod models, with and without discounted future cash flows,
provide important advantages for the study of the impact of loans on
investment, growth of enter prises, and liquidity management. Various
issues have been stadied with multiperiod mocdels, For example,
Michael D. Bochlje and T, Kelly White ["A Production-Investment
Decision Model of Farm-Firn (Imwlh,"Arm’ri((mjuurna/ujﬂgri(u/lural
Economies, vol. 51, no. 1, February 1969, pp. 546-63%) compared resulis
of maximization of income versus net worti, Baker and Bhargava
(chapter 12) and S. S, Hadiwigeno [“Potential Effects of Modification
in the Credit Program for Small Farms in Fast Java, Indonesia,” Ph.D.
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dissertation, University of Ilinois, 1974] tested how the value of un-
used cash and credit could influcnce liquidity management.

Recursive models of both representative farms and agriculiural re-
gions have been used. Unlike other multiperiod models, the objective
function is solved cach year with the result for one period linked ta
previous periods v feedback constraints. These constriunts are spe-
cihied to reflect farmer behavior—for example, accounting for risk
aversion by safety-first objectives. Another feature of regional models
is decomposition by farm size to test competition for resources—as in
the case of a fixed regiona) credit constraini—amnong ditferent size
farms.

Several similav results emerge from these programing studics. Tech-
nological change, adoption of new varieges and Cropping systems,
mechanization, and far income are frequently found 10 be con-
strained by the Tack of formal loans. It has also been shown that certain
productive alternatives would allow farmers (o pavsubstantiallv higher
interest rates with only a limited reduction in therr borrowing. Small
farmers appear particularly insensitive 1o interest rate levels.

Results and Mc(ho(lnlogic;ll Problems

Virtually all these econometric studies—whether of production
function, input demand function, or cthaiency gap function—or pro-
graming exercises show positive contributions of credit to farm pro-
duction, many of them statistically significart. The interpretation of
several methodological issues, however, requires caution. The actual
or expected impact of borrowing or demand for loans may be substan-
tially under- or overestimated in a particular study for at least six
reasons.

* Few studies capuure the complexity of farm household behavior.,
Model activities are Targely limited to the farm, with few efforts to
include houschald resources allocated to off-farm activities. Since loan
funds are fungible, the true impact of loans is hard to determine
without an integrated houschold model and extensive data on the
houschold’s sources and uses of liquidity.

* Many studies focus on working capital. But in maAny countries
where long-term creditis scarce, there is an excessive use of short-term
loans to help finance investment. The impact of short-term loans must
be considere:d in relation to nvesunent, not (o production alone.

* True costs and benefits of borrowing may not be adequately cap-
tured by interest rates and borrowing limits. Borrowing costs, espe-
zially for small farmers, may far exceed interest charges. Also, the
reliability of the credit source, expectations about the need to repay,
and noncredit services influence the extent 1o which a borrower will
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switch from an informal 1o a formal source, or borrow rather than use
suvings. '

* Inspite of various elaborate methods, it is not clear that research
has adequately dealt with risk and uncertainty. I credit were priced at
equilibrium rates, with repayment expectations and farmer attitudes
toward risk adequately caprured, optimal borrowing might be signifi-
cantly less than mnany studies have estimated.

* Compared with some other methodologies, mathematical pro-
graming models offer fewer possibilities for statistical tests of guodness
of i, Ttis not clear whether farmer behavior has really been caprured
by the models, and if not, their projections are dubious.

* The applicability of these models to many low-income countries is
questionible. Many sophisticated maodels have been developed, but
few low-income countries have sutticient data to justify their use.

Rescarch on rural finance will improve as rescarchers develop
greaterappreciation forthe majorissues raised here: interdependence
of farm anud household decision making, tungibility, and auribution,
The immediate priority is 1 develop a data base sufficient for more
detaled analysis of agricultural Gnance. Fungibility and farm house-
hold decision making indicate the need for collecting comprehensive

data on sources and uses of farm houschold liguidity. All sources of

liguidity need to be quantificd and related 10 the various Lorm and
household uses. Careful monnoring of producton expenses, mvest-
ment, consumption, and nonfarm activiues is necessiny o describe
accurately when and where additional fiquidity is allocated. Ounce this is
described, more rigorous analysis can identify factors explaining the
allocation and impact of loans. The massive cross-section surveys cur-
rently nndertaken in many countries are not suitable for this purpose.
Much more careful collection of duta over tme from the sane house-
holds is requived, even it it means a smaller sample size.

Finally, the ulimate objective of agricultural credic policies and
programs should be to improve ruval welfare, Although the benefits
and shortcomings of credit are frequenidy enmerated, they have not
been systematically compared with the benelits and costs ol other
policy instrumerits, such as input or product price policy, that could he
used to meet the same objectives, We suspect such an analysis would
reveal that agricultural credit programs are less cost-effecuye, but are
preferred because they are easy to administer and because rich, politi-
cally powertul farmers can numipulate them o their advantage.
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Issues for Discussion

I
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How can rural financial markets atfect the distribution of income
and of asset ownership? What policies could cause rural financial
markets to havea neutral eifect on income and wealth distribution?
How does imancial intermedition assict in overcoming the dis-
advantages of barter?

How docs hmanaal intermediation af(ect the etficiency ofresource
allocation?

What types of change i financial markets can be expected as an
economy develops?

Whatare the differences between a supply-leading and a demand-
following strategy of hinance in development?

How importat are formal agricaltural loans in carly stages of

development? Does their importance decrease or increase as de-
velopment progresses?

What are the elfects of trying to control fungibility by tghtening
up ihe admiistration of agricultural credit programs:

What micasures could a donor use to document the extent 1o which
additionadity was achieved in a small-farmer credit project?
Hagroup of horrowers have crop yields substantially higher than
agroup ol nonborrowers, can one conclude that all tie difference
in yields was due to credit use?

Is it desirable for rural financial markets (0 mobilize funds
through savings deposits in rural areas and recycle themas loans to
nonagricultural activities?

How do prices and yields in agriculture affect the ability of finan-
clal markets 1o serve rural arcas?
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