AGENCY FOR INTERNATIONAL DEVELOPMENT WUSB ONLY
WASHINGTON, D. C, 20823 9 g
BIBLIOGRAPHIC INPUT SHEET

A PRIMARY
. |_Aaricuiture AE10-0000-0000

FICATION B8, SECONDARY

jcs

2. TITLE AND SUBTITLE

An analysis of factors Inhibiting performance of agricultural credit programs in
developing countries

3. AUTHORI(S)

Abu~Hammad,Abdal Pah

4, DOCUMENT DATE 5. NUMBER OF PAGES 6. ARC NUMBER

1965 1250, ARC 332,71 . H224
7. REFERENCE ORGANIZATION NAME AND ADDRESS
Ohlo State

8. SUPPLEMENTARY NOTES (Sponsoring Organisation, Publishers, Availability)

(Thesis 'M.S.--Ohio State)

9. ABSTRACYT

10. CONTROL NUMBER

PN-RAB-534

11, PRICE OF DOCUMENT

12, DESCRIPTORS 13, PROJECT NUMBER

Constraints

Credit RS e
Developing countries

18, TYPE OF DOCUMENT
Economic analysis

AlD 800+1 (4-74)



e CY— e Wy .
b EELG Gt PSS T ;
oy 4N 3 i A s

* - LI I-I : . !ol L3 ! - 1 - -'1 "-}‘ -‘ .'»I :- .t T..
T R (P R I S Tt - -
{J L I i = v .r‘ bl £ .:
B R gt 1
!J{JL'-‘-J-!(:!.- :
il
.
o
L At ® . S gt :
e L NS S Bt P e B e L R et e L S
? A JRET R v E P  B CEE S e
B il A DR s o B e S U 4 e B IS o
b
.} ‘ 1‘ . . ‘vc -
" = J ae y o]
-’1-’ ._].J..l.... R T o \'-"\‘, Vg adg

Apsrassead s

.- .

' ool g
-':‘,"l. [P

.l‘ .. !- . - -
el ey i e Wl vl e b



http:AbcYI.1t

ACKHOYLEDGINETS

1 am prateful to severnl persous who helped me not
only in this study Lrt in ny cducstion uhether acadenlic or
treloing in thls country, iy speclal gratitudes arc exe
tended to ny advi;or, Dr, Raymond A, Balley for hls helpful
advico and guidance throughout my study zud research uork.

I sincerely appreeiate his assieience cnd the oxtra tine
and patience he has dovoted for me.

Yy personal gratitude 1o also oxpressed to the mombers
of the reading coumittee, Dr, Willlaw A, ¥oyt and Dr. George
F, Henning, vhosme constructive criticismus have been of
great help,

I o also 1néebted to nmany of my friends and collegues
in the Department for their holp in-scveral wayo, My npeclal
thanks goes to kr, Thomas Stiexly, lHerbert Roth sud frlexnds
uor;ﬂng in the rocently established agricultural flnance
projeot in the Department,

Phe writer vishes to express his sincere gratitude
to his program epecislist, Dr, Folix A, Pylund, who has
boen of great help., Also, he wishes to express his thanks
40 the United States Agency for International Develoracnt
for awarding the scholarsihip and to the Jordanian Governacnt «
particularly to the wise management of the Agricultural
Credit Corvoration - for providing the opportunity,

I am also indebted to wy relatives for thelr cssistance
and'enoouragemeht. Phe writer's love and eppreciation is

14



expressed L6 hls mother and wife, who hove tcon & constant
source of support and encourasement throughout his studlics,
Finally, the writer would 1ilc to ciprous his decy
gratitude to tru, Liula Taylor for hey excellent tyrlng,
I an fully responsible for any errois present In
this study.

Abdnlloy Avu-ioauad



PABLE CP CGORTERIS

Page
. Acknovledgoments i1
Table of Contouts v

List of Tadbles vii

Idst of Illuntrations (Oharts) ix
Chapter

I, IFPRODUCTION . 1

Pentures of the Agrarisn STructulrGesesveserevooecol

Analysis of‘tho YrODLeMesseveorsonvosoeorssscnsonnl

Purpose of tho Stud¥eeessvciososcvrvovssceossvaesel

Definition 0f FCrN0.cecsosostosvorsorocssrersseesd

LI, OBJEOTIVES AND 1M THOLOLOGTseevenesessesassonsssssssil

FLY6% ObJCetiV0eecsosssrescosssrnescescrssernesell

KOthoGOLOSY e s vooesoosssescesccaavesvacersoeatl

Second 00Joebiveesieseesvrcarcssvrosastsanresencel?

Hothodalo&y...o..................;......a...12

"Ry POt 0Bsescrc0esencesccnssnccssorsevsosasosreal)

Empiricel YrocolulGeeecsscsssvsocsrsceoceannsll

General HypothediBesseesscosorsveccsssnsceesld

&cthodology,..o.............................1§

IIX, PACTORD APPECTING DIRIAND ARD SUPRLY OF
AGRIQULIURAL CREDIT ANUD DHEQRETICAL STRUCTURE 16

Footors Affeoting Denend £o0r 0r0diteseesessosessll
Faotors ALfecting Supply of Oreditececcerecesneelb

Donand and Supply of Agriculturel Crodit
1n Solectod CQHHtTiQUoooovooooccov00-000.090000019

Anount of Agxicultural Creddit demanded
by IrOGL FnieT0seseavesvanosccssoroseoosenr el

iv


http:ACRI(,ULTUR.Al

Ouapter ' Papge

Apricultural Crodit Supplied to

Il"’lf}ﬁ. T‘“l’lll‘:ﬂ'f.’-ooanoooc-oo-..op‘uo-a-aoun.ouongg

Derend and Supply of fsrieuliunral Credit ,
')A;

in '[“"“eoooovooqunn-vonnoocooooo---noooaoooao«b
JJLl"ﬂculbbl'al Fifekvis Deoevevsctvescssnvrscessssinssescd
slli’;‘."ﬁﬂl",}’ouonaontaooc-coooun.ao&oa-oocttonooanovouuz?
CINORBTICAL STRUCTURR 20
Iv, &y ALuLf?iﬂ 0F PAJIORS lTiLETTI‘C ’Ti.b(”ﬁl@b
O AGI ’(J!JIJ&U’ILA.II CUuEDIN PRCORANS LH HRVELOYVING
OOULA-LHICJ . 33
Part L

FACTCRD THPINITING PLRVORTALCE OF CREDIT
PLO““ AVS 1IN DJVMJ PLNE COULYRIES 33

1¢ H3061c 2280 COunbriCBesscrasecerevossonss
v O et iatrerasacssnononsasenssseness it
2. CEHTO Countrietiseecuvorososrovsseranneoesl?
B Y £
Irelieavesneseccaronenoasssrsoconessnsedd

Tur‘i:oy"..!t.l.'d..ﬁil".....'l00!.0'0'51

3¢ Qther Parto of agin Including the

Par B am.................................)h
Indi0eesecosvsneeroteerenssssnssnnasehDl
Cambodia, cesrvsnvrcocsvsoncsenrsseseeedd
T e i e errerenscesreronernceoreneeDd
INAoNeaisreevecsorsecnasrscrsssesesashd
L O T A |
Vioteloeenossenrancacevancrnosaonsessl
Tho PhAYADDINCeSeesesceeseosoosentnsseebl

o  Latin Azerlean CountrioBiecereesosssoceesbd

v



Chapter . : Page
5. African CountrieS.ievevesrconceosveovusaesT!
B Db e e eeeassevensrorrascansosssaossnsessll
Part II
BYALUATION OF FAOTORS INUIDBITING YERFORMALCHE
0F AGRICULTURAL OZBDIT FROGRAMS IN DEVELOPING.

CC[}:’: ILTLUJOQ.UQOOCOOIQ."OQ..."...OQ..O...Q00'0’0075

rart 11X
PRIORIETINS AVONZ PACT 'ORD IROIRITING
PERPOLILNOE O ACRICULTNUZAL CRIEDIT TROGRANS
IL NEVELO PILG COUMPRYE f..ao»onnnt-oroooaoooaoooooo‘81
V., ULITED STADES AL(TCJUUUAAE CREDIT SYSTEM AS
A GUIDE 70 30LVE “II RODLEE OF AGRICULTURE
IN ])‘L‘T}"TI)DI)\ CO ‘T::“aoobtoOOU01-01&01!000.0.'0000081{

A, Perm Credit end the Problem of Tenaney in tho
United Staﬁeﬁ........-............u.......-0.87

To FAYat Periold.eceeessvserorcecsancososenoeesT

2, 500010 Period.sieersaviencrssororoseranaeeldd

3. Third PerioG..eessescesiecrosoeonsonsovses92

SUMMATY o s voerasevesensorseorsansressesness sl

B, ZEBarrlers to Agrlovltural Credlt SystomB.seee..93

VI. COKCLU3ION AND RECOMMENDATIONS a6
APPENDIX 106
BIBLIOGRAPHY 112

vi



LIST OF WALLYS

Table : Page

1.

r
-

3.

9.

10,

11,

12.

‘3.

14,

Tand Holdin~no in YIran by ¥ajor ,
Geozraphical Resionn, Inog, Avrdld, 105 e veroareronnnensd

Onpital Leeods in tmderdeveloped Countries,
19"1‘!9 (.2‘3.1,11(’1’13 of .DCJ].lff!--fS.;)o-uc-coo-ao--auotoaucooo.noo18

Parsa Credit Gomnarloons in OCalifornia,
Iraq ond Avizons, Iraq, ADril, 1957.c.eeeveseveocesevel?

Iraq Azriculiural Banl-lLoon Repayment and
Delircucncy 1940-1045, and 1240453 Fiscal

= n
Yeafho-o-ltu.c-oaoauco0otoooconoovn-;o-ctboou-oaot‘G'O(*B

Industrial Origin of Gross Dorestic Produet
J. 0, illion ot Curyvent Factor Cosﬁ...................JG

A Uonvarative Stntenont of the Arrioulivral

Crodit Corrporehion Opernbions as to Wype of

Loans, lanber of Borroivers, and Auount of Loans

During 1960-0G1 2ud 1061620 vsveraroraisssossrsoansssesdl

Rural Credit end “wdddt Cooporatives and
vorl Wnses Coeporativen During 1955-54 to 196162

LT

5-1')' Jor(larl't".tl't..’llOICOOOllOOlvOD‘ll'.."......"!l*j

Agriculinral Credlt Corporatlon Additlional
Coets: (in thoucoends of dinavs), Jordan 10610 vnensesdth

Agricultural Oredit Oorporation Froposed
Fineneing: (in thousonds of dinars) Jordaen 1961 .,40000 .40

Arriculiural Credit focperatives in Turiey
Dllring the Yenrs 1950"1959--0000-00-uv.o-oonoonoo;uucoE’S

National Feonomic Arvicultural Production
Index and Price Index in BI‘DZil, 196"4‘0;;0000ocoonoc00c69

Volume of Loans Outstiauding Mede by tho
Apricultural Credit Hanw During the Yeriod
‘945"'1}91 E{'}'Pt 19630Otoooatvou.coaovccooocooooocooc00072

Voluze of JLoans Outstanding Mode by the
Agricultursl Credlt ond Cooperative Bank
DU.I'J.!!(; 191-"0“'5;3’ ’-"",‘/01: 196(:)...0-000.oa;ocao.oivonoonooo?h

Chi (xa) fest for the Auwount of Toang Issued

by the Aprieunltural Credldt and Coovperative
Bduk of J.’:{}y})t Alver 19’1’9.............0...00400000'001077

vii


http:COuntr5.OS

TARLES (continued)
Table Papgo

15, Agricultural Production Index Igypt, _
During the Ferlod 1952”60040o-oo.boco-oov.ooocoov¢l¢0078

16, Ohy Saquare (x2) Test Applied for Agricultural
Production Index for the Years 1953-1960,
Begypt 1953 oo a Bace Year = 1000 0sssnvecsosnssassssnseld

17. Internationsl Bilateral fcoromic Aid to
Underdeveloved Countries by 15 hajor
gontributing Countries, 1960, (in mlllions

of (10115.1‘9).-..'00.000ovoooon'0.'c¢--0000u|000l000001385

18, Avercre Size of Parm Foritpages Recorded by
Some Londers, United States, for the Years

10 ae 155 :
19170MLJ.000100."OU010'!Q"..i"'ll'.l..."‘.’..’...'.‘89

19, Averape Tern of Faya Fortgese Lorns Recorded
by Selected Lenders During Speeified Perlods,

Unitcd E;.tzltosqo'5.14'0‘..0.00‘.0.00..'!.0‘..'......"‘91
20, Farm vorigage Interest Retes ileld by

Pifferent Leunders, United States, for
SPOCifiQd Pericdsn of Time.....a.....-...........-..o..91

viii



Chaxt
I,
Y.

III.

LIST OF ILLUSTILTYONS
Yege
atore of Inflatlion 42 127 i leveeneessarvscnrsoeseslO

Pyeond In VYoluse of Zoans Jlor the Asryicultural and
Tl 1_" y oy £r Tlgeny ‘L 76
JODNELALVIVE 0N OL 2y Dliceesressesvisnovecoservan

Trend of Incraonsing Anzicultursl Prodvction

2 vt o0
L1 »'"-J’P‘loeo-coocoo-cl-nuoo.--a.oo-onvv--lonlcooocoozu

}_b
[y
»



CHAPTER I
IRTRODUCTION

Footuros of tho Arrarian Streaeture

" saade

It bas beon sald that 3£ one eannot do anything elce,
he cen elways fara, Thiso islalso aald in developing coundbries,
whaore farvaing Lor a long tiae hao been looked upon as an
eccupation of the uneducatald, For Inustanee, in Jorvden, if
a farmar's son Lo ablo to obialn only n waazer cducation
he attespts to £ind employment in other flelds. 1L ha cane
not £ind exployment, whloh is usually the case, he returnn
to hio share of his father's small holdings, without capitael,
manegorinl ability or the technical skill reguired in todey's
Laraing,

Betwesn 60 uud 80 porceut of 4he population in developing
countries 4o eusaged Lu uzrviculture, There is g heavy
POPUTETLION preasurey ou the lavd so that holdings aroe 1o
quently swall aud fracmented, Thiz 18 not condlucive to
effielondy oculiivation, e sitwation thal existo i chare
ageterized by low orop yields end deprassed levelw of living,
The lagt fewr decadeds have indicated that there 15 & tendency
Tor en increesing nuvaber of people to depend on the linited
land in those couniries, I€ 4the populuabtion luvovense maine
talus Avs present rate, the prodblen will booume more acute
in the future,

’
Anlyslis of tha Froblen

For orzdlt $o VLo muscesciul reguires tho agsonbly and
the cconomlo combinatlon of the rozources of land, laboy, and
1
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investaent (in seed, feréllizer, cqulpment ond other inplew-
ments), based on the decision of wise panarenent, Iut if
the fawa 1s G50 suall, or 1f the farmexr 45 o sharccroppor
and requlred to voy hipgh rent or zive a largze share of his
productlon to the landlord, there nay be Linited advantoge
in the uso of creddt ond performance may be inhibited,

Type of farng in éost of the developlng countrics vearies
greatly. Some foxrums are of a very snall subsietence type,
nainly atidributed to blgh population dénsity, a3 An the easo
in Southeast Aslan countrlos, fThe azricultural systems in
tho iilddle Inet and Latin Amerlcea are of the feudal type,
The landholdinse which the peasants have are small and in-
efficlent. Landlords, on the other hand, have large com-
rerelal {yve farno, but, genexrnlly speaiing, in the develoning
arecas nearly all countrles huve a larpge nunber of relatively
snall fnrnga,

Thene two sltuations can be demonstrated by taking Irag
a8 an example, fHere, the percentage of nunber of farns
below 100 donums in size is 73.6, These Lfaras covoer only
10,1 percent of the total land area, On thoe other hand, the
percentase of nunber of farmas GOO donums end over in slze s
&,%, Shese faras cover 65,8 percent of the total land. area,
Thip 1o indicated in Teble i,

The azrarion structure of farming, in some uriters'
opiniong, constitutes the basic dlleunma out of vaich spring

the many problem Lfactors Anhibiilng the parformance of


http:an.-rlcultur.al
http:porfor;,n.oo

Table 1

Tand Holding in lraq by
Hajor Ceorraphlceal e rlons

Lty

Iraq, April, 1957

L R el s

o N band in dolding per
Bize of Nolding Ruaber coent Dominig cont
o - » Lo erthern Hog 5010 o

0-100 Loming 43,152 GTa1 1,945,350 16,6
100-0600 Doy 21,194 22,6 4,5&9,500 9.1
600 Lonums & over 2,300 3.3 5,174,100 . 44,3

Jentral Rerlon

0w 102 Donums 20,946 5.7 372,012 5.1
100600 Doming 4. 906 17.7 1,162,750 16,0
600 Donuns & over 1,332 G.6 5,715,800 75,9
' Southern 2eoslon

0-100 Donuns P2,895 9.5 . RAR, G4 3.8
100600 Donnmg 1,454 5.7 321,050 6.1
600 Donums & over 1, oko 4.8 5,775,500 00.1

Ircq

0-100 Donumn: 02,023 5.6 2 GuO , 936 1?.1
1004500 Donung 27,554 22,0 6, 11;,JOJ 24,1
GO0 bonuas & over 5,466 Aot 1n 071,400 6.3
Noto: dne Denuan = 2500 mquare meters = 0,613 acres,
Sourcao! Conrad I, lemmer, %nd of Tovr Roport codean ram

Lgp?it ?ov Jrea (Hineonraphed) laran d irag

O L Y Y

NS LV
egriculiursl ceredit prograas in develening countries, uo
feaburos of agrarian structure predominate: the sanll size
of a large proportion of noldlngs, and suareceropping {Where
the farmer does not havae seourity of teuwure and pays Lifty

I

rer acent or nore of the erop ac v rent)., Ihese Leatures



4
contribute to low productivity end Jlow per coplita lueone of
tho furwer ond (oo a covrocenuence) nerpetoal debt, ono of the
foetorn dhat conatitutey the vieions eyele confroniing thosa
concerned with acrleulitnral dovelovient.

Te eddition Lforsers An devsloning counsdas Qo net uso

in thely forains oncrotions, fle

Wr - s

o>
o)

b .
noney 49 any rreo

Though ¢ Lo penerolly aceepted $hat the chovce from sube

.

sletonce or tnadlilonal syotenr of Zoraines 5o o cosuereial
tuaineos of forning woouizes the use of o-pleuliaral Chnone
eing. It nlso requires tho reononnidilily of oaiing decloe
long dnvolving the use ol fundg,

dodera Taveing depende te o preat extond on conital and
tecnnolosy rrplied L porledlivred practices o Aneweases
I 168 profuetivity.  Troductivity of Lebor canagd be notese

”

ledly Joproved without subetliduting coziinl fox Labor, Can-

F e farhps ooe ey B L -, &Y o poe . g
1end moy aypropriotely bo cupolicd in e form of Tertilizer,
mechlieey, and other wpterials,  Ap o zesult of vrodactiviiy
Voo s Ao p . - .3 - ~ e . .
nprevenent; Anecee per enantls vey incvense,  iheorctlenily,

herefore; cooncnie develeopent sud Avercase 4n 4vooma per
cazlita cun be aebieved by lmproving the yreducticn of canital

ned wlth the obher rozourcans of land, laber, end mane

aoeuent Lu producling agmiauwitural cousoditics, leking

elfichont use of rewources by chansing the proporiions or
. :
pires of focters of sroducithon woy Lnerense produetivity and

. Lioevin o, frith, "Acviopliurnl 0rgdit
Arvlenlturnl Bovelo-siont, Ohio State Uil
1959, p. 1.

v

-M_-» ~

lc‘,j. (.'L.’.'l CSI‘Q’)"OJF

il Capdtal”, Poreirn
8etbabenges
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In the oconomloally dcvoioping couniriom gencraily the:
amount of capltel per ﬁﬂ?"on engaged I novieulture 1s low, -
iiost of tho fﬁrnors cperateo wlth pcriouu sudf%ages of ecapital,
resultins in low productivity per person; only 30 .2 30
perocnt of the faruers lu thu dévcloplng counfninn nge credit
in tholr farming practices., In cconombecally wells-developed
countries o much higlier percentaoge of faruers vees cwredldt,
Soro of the reasons for thio low usc of cojpl.cal end orrlilt
ave the following:® |

1, Lock of cducation and manoperinl ablllity on the
pert of furmers, so that they camnol use resources o tho
best advontare, Crodlt is t aely essociated witlh educat!on,
wo help exceand the potontial for the use of capltal and
credit, o strong progrdm of @Qucation, snecielized anricnls
fural troinlng and extonslon training should be devolopsod,

Althourh sone feel that provision of caplial in tho
only {actor nceded for increzses in production, 4t nust be
intograted propexly with other factors of producildn. Por
credit to be sucesssful, 1% nust be coordinated Wity extens
slon cducation, fdrmml ehudatloﬁ and other rela}ei}nctivitics.

D, Taok of cfficlent zources of adequnto credit, An
inereazed anount of capital could hely to brenk the viclous
cirgle of novexiy and pernetuailly increasing debt. Iub sources
of credlt and agricultural crmdlt syostews depend~on other

related lines of development, Interest rates. are high

o]

“Ibdde, PP. 1=3, 1959,
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6
becausa of the grent rish: involved in repayacnt, duo to laock
of wepayuent capacity oroated by low production and por
ceplta incomes, Technoloyy cad Amnovations, uherce deoiolone
neking s perflomsed o beot advantese, are Lnporiant in
redueling the »ick of repayaeal and enhiovee the inercuent
in the supply of ggriculiural credit and canitel to the
akilled Laricrs, |

S0, we can say that agrleultural developacnt deponds
on a nuaber of factors such as: education, asvloulbural
solonce, developneut of marketing, and the use of capitol
and credit, A uOhGFqiwv arviculture rooulres the efficlent

uge of larse quontltlies of capiial aand crcdit epplicd ina

S s

large quantities, Alse, it is an

Q.

eunity wo heve welle
organizel and uell-meratced apricultural banlks or othor
ereddt systeny to elfflcieatly ouprply and dlsparpe thils credit
to tho esricultural sector of the ooono:\y.5
To overcono the exilsling probless, develoning countrics
gnould lecra well a lesson fron the cipericace of others
They should attenpt $o »ass throush tho nuacrous revolutions
that changed the environaent and way of life of Westorn
countrices, Goclel rovolutions should be worked oudt in %theso
countries lTor developaent, Thzae are the revolutions of
cquallty and vorldlinoss whlkeh, when counled with the ozisting
incr0ﬂ“~ in thelr populationn necd the apnlication of sclence =

and "~v1n~~c pital to all the cconomic processes of life,

Ky

“Iid., v. 2,
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the end result of this will bte s bettor mlx of thelr scarce
vegources oid they vill be on the threshold of developaent
and the hlghexr produstlvity par man.“

roone of tho Shndy

—sion

Fer any conntry Lo prosvess, 1t hns to develorn o éommeru
cial end btusinecs ovientod type of farmlng,'rather than a

subsintence tyvwoe.  ub to ghango from a aclf-sufficlont ov
traditioanl oyeton of feraling to o eormereiad bhuslincso tyne
roguires the uss of wore ecanltnl, It eloo yeoquivres the
atllity to nolie wise decistong which Awnvolve tho uzd of fund

This otudy 49 cot forth, recofnloing tho vital role that
o edeguadte eredldt syoten could ploy in Ancycasing oprlcule
tural productiom in developins counterlea nad Laproviag the
ocononico cnd goelinld condition of rural peorle, Ceupled
with this 40 the hope Sor erenting eandltlons wmied wlll
improve the functlioning of arxieunliuvel crodlit cv~ 6 ond
be fully utillized 4o Auncrease asriculinral production in
these enuntries,

The priveipel obliocetlive of this suly oiet

1. 7o exondine probleon faotors Anhibiting tho porfor-

nanco of corloevitural creddt peosrens that ore doairned to

@
‘,.a
L~

noot tho eredit rneeda of fowmere, Yore, orcldit foir oparctors

of medivn and ounll Deully 4dype fova unito 4o enphnagined,
L)

choarn wewnd, The Meb “ndlois ead dha Toor Petdong

I N g Lo PUPTPAE SR Ay AL R R T A L LR PPV

(1% i % Sewr Yorin: Ve ve GDVLOW NG UDSTY Y, AlOep 1OUZT,
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2. o 1deutify thooe shoavteoniroa and Iabwibviting
footora, deternine prioeitien cocerdins to thelr foract unon

asrienitasal mredvesiviin . aadl finsily, doviss oy
nothota Tor contealliias fhen,
T‘" ,1‘: ""1n1 r, 'l;-\u- -
.'..,'.'.'...,..,.. v e R s e
Tho wowd “"boxpou™ varne to reenire zonetihins uith the
vnderabanding dhat Lt or oo eovivalent will be relarsned a5
asTnod unon, Lw ebthoy woris, borvoulas wioans the bhility to
eoranand eanlial oy gorvilcan atiihs »ronant Linn fcingt o
roalsoa fox renayaeat ot Soae oereillic) tlne 2n tha Luiura,
Soneyaise, 1t Juvalwas obiadining o contzin wayaant of funda to
ha vonotd an aveedfiaod 4n tha notay vhte Ya o sreoalosa Lo ooy
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twenticth century, Befors that most eredli wos for oconcunne
t1.0n marposes "to llve on" but not for production, Interest
ehnrreg aro prohiblted by holy soerintnres as belng usury

and ovil., In some areas there is otlll opposition 1o

borrowing for productlion purposes,



GHATRZR XX
OBJDOTLTES AND METTIODOLOGY

Ftvqt Obieative

et

Tha firxot oblective of tho situdy s 40 detorning the
acriculiural capltal ond evedlt needs of forners, A rondow |
gouple will bo feten of the dovelopin countrios In qwuct%on;
to analyue prograns thnt uave heen carried out on epricule
tural oredit and fdontidy foctors thobt obntruot the supplys
Ang or obeorntlon of necded covdiiol ead, as o conncquéncc,
Inhibit the porloraance of eredit vroprans in fuproving
lov productivity of woriculiure in general and low ingcono
rey canltn of lforaoers,

(.-i 130,]\,1 ”,.x-,

e T o

Agrioulinrel Credlt 4is practiced by very neny of thease
“doveloping countrloes end At 1o always sontloned in the .
aardouldural section of the ccouonlie developnent plon for
aoy country.  Binerlenece &n thoue countrlan conceralng tone
poerforaonse of acrioultnral credited how effcotive it

Pas beon in incronsing productivity of agriocultural precte
icens can bo olseyv-u,

Apriculiural develowmaent prosrons as o rart of genoreld
dovoloyaont plans can help in this gtudy by sabing & oanlor
to aualyze the problen, Cuoorvations of consuitants end
toobntenl andvisers on orrdculiural eradlt concorulng thoao
developnent progrars will alzo bo cousiderad, |

16
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There ars also neuy snaclalists in the £10ld who have
developed Adens and prinelplos, These will be studies,
Thege apeclialints have rocornizad the vital role which ooyl
culturel credit can play in inoreasing agricu}turnl praduce
tAvity ond n2 0 conpejuence, the developnent of the cconemy
eh o wholoe, Tublished litercturs on thetir findings 1o
avelleble for nie by intorested tpasviduale or notlons,

A1l developiug countriaen plan thely economler according
4o tertein objeetives whieh will enablo -them to attain thelr
wltinate gorls, lorenost fn developing notiong 1a the goal
of beins self-onfflcicnt, eny natlons olne have the goal
of producins & surnlup of aprieuvlivral comnoldltlies, Thia
surplun, they hove, con bo naed in Anternational trodo to
obtain tho eapiinl pgoods which ¥wy so bedly need and to
rodnoe thelr halance of paynent dnflelt {(wiiich is often
compensated by Joareirm oié in tho fors of unilateoral tranafers),

Por tho arricnliwral ﬁoator to ba efficlent, capltal
should be supvlied sceording to the needs of the faraers,
Thesa needs aiffor from cownbry to country. Chltoria for
ovaluntion of eredit needs have been develoned by aunthorities
An the ficld of aorlenliursel eredit whe nede compariosons of
orcddt weeds throughout the countries of the world, Oredlt
neecdn have nlao beou evaluated by consulianis and agricul-
tural oredit advisers sent by the Unilted Stotes Agency for
Intomationnl Development, for the »urpose of conveylny

teohnicol 5k111 and knotiledze to vernonnel in thoeso countrios,
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Uoually, conzaltoutbs ool asrienltaral eralit odvisers
viori wlth e.ployeas In tuo coricnltvrel eredit arenciscs
atd orgunizatiosn,  Afler obuzervic:s thz situntion and oxe

anlpling thelr efflclencles ond Anefflciznclies they attenpt

ETP. Y . e oY - oy oY o. .y - - - s - b
to make neund recowendations for the aronclios and orzane
[ P, F O PR - [ . - code YL 2 . -
1zatlons Vo woo no guldelines,  Threagnemt thin ctudy,

-

prd fivdivon fu the Tevetlortvy of arrls

thelr conloveents
culturel creddt iv Lorclon courtries Vi1 Yo coreideres,

r - - ) LI S8
Corprt Dl Centivae
~ il a

Yho pecop? oLleetive of thioc otuls e o identily tre
Loctors LELVALIr. tie perforconee of coriculinrel ercdit

in dhese develodirg countiier,  AfLer thees love tecn 1dent-

L ed, $hey vALY then Lo oorclyzed cnd eveluntod neccordine
to thele drcaet on prodeetistty L0 asmievliure,  leuxt, they
VIIL be wreange? aocosding to tuatv nrlorisicn,

This vould enable sore consrol cusures o be dovieed
ud hels provido culinYla crcdit ansliotnieae recded by Lorner
to Lelp the. hwly thennelyer,  Alco, thi1 vouldd »rovide

- ol

nsdoebls into rethods wnd exroddt syaterc bast wmitedl 4o

ER) Y g
vne needs of Tanoes;
nln,\ ,),‘7,‘},~\ S

'w [ T O W)

avarte
gpoobily ol the ajrleultursl credlt neala of farmors,
which 13 the Zirot oblJectlive, inndequecios 4n the aupnly of
capitol end credlt to covleoultuee can he obseovvad, I
inadaguaoies paias then rrruent o-ricultural eradid systenn

ray have ghortceoninegs end incfficlencles unleh innlbit the



provision of agrleultural oredlit.

'How, in the soocoud objective, (on the basis of thiws
study of tho arricultural noeds of farmors), ve cnn devico
control. measureed for desipnatod factors iInhibiting the peaw
foraance of npwleultural credlt, These contbrol neasures aro
aloo %o bo bagsed on tho recommeudatlons of opeelalists in
thie Lield and on the recosnendations of Unlted Gtates cons-
sultonts and advisers on corioultural credit,

Zynothenes

1. Thore are identifiable foctors which Anhlbit the
perforaancae of asricultural credit progracs in developlng
countrics,

2, Criterin for evaluation of inhiblilng factors can
be deternined,

3. Driovitien can Lo asgiruned to the inhdbiting Lfactorn,

4, liexsuroes caﬁ be devisced to provent, correct or
control the factors inbibiﬁing the perforacnce of orlcultureld
credit pre svouns,

moirienl wrocodure
Ve AU A

.rt LR s “won i

With rolerenco to the £irot hypothesdis, it 19 essential
to roviceir eoricultural credit prosrass in a sounple of devele
oping nationa, Hoth pudblished end unpublished naterials pree
pared by oo»eeleliots in the field end agricultural creddt
advisers will bo consldered, A nnjor rescarch project on
International Agricultural Credit is belng conducted by tho

Departmont of Aprilcultural IZconomles and Rural Soclology at
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The Ohlo 3tato University. Mtany materinls on oprlculturs
credlt have been gatiored and deournlated in connoction
with thig reazcoreh and will bo revieuwed in explorins thoe firast
hypnothesis,

Vith reference to the second hypothesis, the critéria
fox evoluctine the Mosienntod problen factovs can be deteore
nined Lor any fnetovr by seasveing hoir nuell 1t alfecte pro-
duetivity in azricvlture, Thoe totnl valuers then, con bo
taken to be cauivalent to the Innibiting cfleet of these
fectorr, Hhen sultoble end reliodble doato ore svallable the
rroblen factorg ond productiviiy can e correlated,

With redceronee to the thied nyvothesis, prioritles con
be aszicrned to the luhibliting foetors by neens of Lreguency
Adnteibutions of thene prodbler factors in the sanple countries,
Prloritles con be assipnel after vieuwiny the thrcee cources
of inforiatien, 1,e., coricuitural credit odvicers! rovorts,
yritten Literoture on the subjzet and pernonnl contnets,

With retfevence to the fourth hypothesis, measures nced
to ba dovized Lo prevent, correct or control the factors
Inhiblting the perfornance of asricultural crodit in thoso
develeping countrics., Thes? can be devzloned on thoe basio
of inforaatlion obiained In investipating the Lfirst targe
aypothieses, Recommendotlons of azriecultlural exedit advigsoers
and consultants Vlll aluo be considered in supgesting control

.

neasuyes,


http:10i'J.c~t.ot

15
Tersonal contaot, the third reference, will be made
through inbterviews with South Amerlenn vislitors represonting
aprionltural credit bonike in Zrazil ond Arpgentina,  Thoso
bankers will be enrolled in o opeclal progran conduoted by

the Departnent of Arricultvral Econonics ond Mural Soclolog
r LA

-

at Onlo Stote University, during Septenber, 10064,

Giennrel Jiynathenin

There arce Ldonbtiiioble factors that coune the failure
of apricultural credit 1n develoning countrios, Remedles
o corvocl, prevent or control these foctors can be preceridbod
based upon priorities anong them, This will wesuld in higber
productivity Loy agrioulturce and higher income por farmer,

Vothindolooy

TYesta of signifioance for the validity of the hypotheoals
can.bo applicd, Thic 1a to be done In any oase wiere one
control ncasure appears to be the remedy for a inen problen,
and in porticular for the grentest, provided that rellabdble

aend vortable data arc avalleble,
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Crodlt 4o needod An the fovo huninosso enteorprise., It

46 used An thae Jorwn of flzed and voridnrs caplial of the

Vol

business, I4 ig wsed to pay Lfor other scrvicea rendevod, To
be offeotive, ceplinl should be prosont and vrovided for tho
bueiness An an approprinte nix with tho other foctors of
produetion, d.e,, lond, labor ood ponegement,  @BLlo puto

the Lopsey and his buziness on o cuiteble hicn indiffarence
gurve of produstion woore profitn czn Le poxlianized, This o

tho aln of o cornereicl fura ceonony,

]

dowevoer, in g gubsliotonee tyre of ceocaouy, eapital L

~

aloo needed to goconplioch the three above montloned functlony,
To bo offcetlve, copital should bLe apnlied in an upproprlétn
nix wilth the ethor fa@torn'cf mroduction (Yo wut tho Towner
and Bis Larodng opeorations o hicsh indiffercenco curve

of optimuz rroduation wiere incone can bo lucroased, 0Se
peeiolly for the loveincomne siall forners),

Indownent of prodavtion Jectors fow devolepin;: couatrios
ond velledoveloped countiries diifera consideovably, Iotde
labvor ratlion in developing counitrles are vory low oompared
to wellwdeveloned countrles, ith reospoeet to labor, 1t in
true thzﬁ thero nag Leooh a gread Incroeose in population in
davelovine conntrien in recont yeors end the tendoncey oppoora
to be coutinuing and oven Incveasing for tho fatura, beor

16
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added by lucreazing population has besn wmontly unskllled,
howevor, Vith populasion growth it is likely that the.
averazo lovel of lebor siill, and hence lobor produetivity,
hea declined,

In roferonce Lo capdtal, 4t 1o truc tnat the amoﬁnt
of ecapltal nox person pulo a desarcation line betyéoen poor
nations and rich natiens, alitbourh the correlatlion belween
caitcl and levels of living 49 noe cxeed. Droductivo
poveyr can wo increanad by ineveasing coapital angd vicrlng
1ts uce, Ca the averags, per coniia lseosnes in develoning
countxlecs avs vory low, In addition, there ave wide varw

latlons An Ineoaes quong s population of any countyy,

Yoekown Afreebing Mmool of Geredit -
fhe ooount ol erelit supplicd to azrievlture depends partly

on fho auowny of sovings in the aorleultvral seotor,  Dut,
savings in the agriculitural scetor in those developing couvne

trict are wvery low, In 1651, United lotlons ourcrés roported

DY

& study in the bool "Measures for Ieonouic Develonaent of

tnderdeveloned Countrics, This was thoe result of their
exaainhtion of the cupilial requirciacnts for wndoeredeveloped
arean in Asia, Afriea, and Latin Ancrien waere about 1,500
million people livo, The siudy was conducted under glven
assuaptlons, ©oxas of walch wcre‘rclatcd to inecrense An
production, population and vhat should be tihe resyective
increanse in nationnl 1ncone, Othors dealt uith the numbey

of woriers tranzferred to industries and awvoerage demand pexr
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capita., TFhe final ascunption wag thet egrleulture requires
fowr per cent of national income, oul of which three pex
cent 45 nceded Loy capital wad one per cent 19 nceeded for
ggricultural extension and roscarch. Resulis of that study
are shown in Pable 2,

In Table 2, it 1o skown that fszlay domestle savings

»

wore 0,520 willion, ond tho natlonal income way 59,400

milison, ThAL meann that domeatic savings for Asla auwounted

to cboult four per cent of the national incone, Thils muiount

is just cgual to tue cousuned needs for the aariuulturﬁl soctor
Tonle 2

Coplital YNeeds In Underdeveloned Countrics, 1249
("A1)iong of Dollrrs)

ihole foxdd Aniz

Population 1,527 1,161
Notlonal Incone 96 GO0 59,400
Domaestic Savings 5,240 2,530
Capitel oceds:

Indnmtry 1?,?70 11,210

Acriculiovre 3,004 2,376

Totol 19,124 14,285
Capttol tecds=Total~Donestlc

Savings = 13,804 11,75

| Conferenee on
o {l_j.~j;~, aexiteley,
‘ { e

Source:

only. %he estizated savings for the developing vorld wero
£5,240 million, ubile the nationul incozme was $96,600 million,
In this casc, savings were about five per cent of the national

income., If savings are equal to investuents then invegtmoent
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in dGVQloping countrion ranges Ifron four to five per cont
of natlonal Zinconge.
Acoording to "aostonts Stazes of Zeonomie Growth,"
the percentoge of national incone saved or invested indicates
the stoge of econonie development. With sovings and Anveste
ment at, or approzching the four to five parcent level,develw
oping countiles are in their socond stage of cconomic dovel-
opment and prowth (which 1s "the pre-conditions for tale
off, " where invested capital inorecoos in production of
rov naterials, increase in transporiation and comuunication,
and where thoscope of comiercs both internal and external
Widens).1
Countrico vwork out planc and ccononic developuent
prograng with the alm ol colving problens of defieits in the
tlonal balaunece of paynents, waich ara usually stopped
only by unilaterzl transfcr from abread., Iyoprocns ar
set up for dovelopaeut of each soetor in the ceonoay, with
creddiv prograns undox the agriceulbural develomseut sector,
Typleally these prograzs are never accomplished beoause of
e nany foactoesthat Inhdibdbit thelr perforuance,

D ran1 ead Suondly of *"“n“ugwu“wl

Crodit in Joloensd Counivics

There are various methods for estinmating oredit needs

for faraing operations in a developlng country. Sometimes,

t, . - '
we e dontou, The Stares of Toowoule Tvouths A None
Qomeaundst linndfanto (ios Yovis uaubr¢dro Univernity Proso,

m

9 'O) Pe T-
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thie ecen be done by couyaring developed countries with th
doveloplnn country in queotlon, Thie con te done whon: the
countries have Lactors cuch os elinotice condltisng, coll,

and laud Lroecozmmon, ‘Another rethod Lo the enscocuent of
enmual necds for cereddt to Le uwsed in crricultural proctices,
fmowing the repnlatien of the courtry =nd the anprexizate
nusber of individvals fu o family, the totol capital necds

of w1l foamilies in the counbry c"" e ostinated.

Aﬁpuwtﬁpf k. “’v"'"gjjwf el
\..DI“, 1l od b_{ Lro "l TR AINE

In 1997, & study vas conducted by o United States
onerations Jliccion  conmltant on orrienlitural ercdlt in

Ireq, where ho counorved crodid needs of Czlifornle, Ivag,
and Aricona on the assumption that scil, toyorraniy, and
inatie condltions ore the same in these throee areas,
Gomperioon vas carried on vith respest to population, langd,
form oredit ond cooperablve bank losno, The results of the
gtudy are indicated in 7ablo 3,

It 48 evident from Table 3, that Ireq <Ad not have n
cooperotive movenent xn 1957 which sipnificontly affected
agriculiural credit, The rmovement vas in its infoant stoge
of develorment., 'Tnoreforo, crodlt outstonding for cooncrative
aasociations of hoth Califomrrlco and Azizons 15 oxnitted from
tne table and total Uritod States cooperative bhank lonns of
1952 woo given insteald,

Ag ¢an be ccen Lron Tatle %, the toinl outstonding Lorn

eredit dg over 1. D, (Trogd Dinzaen) 400 willion ond XD, %0



21
million for BLoth California ecnd Arizona reuvcotively, Do-
pending‘on assumption of slallaritics botween the arcas and
recognizing tho given stoted eriterla for conparison, it is
evident that Iraq reacnbley California wore than Arlzona,
Therefore, the ultinate long tera plunnlﬁg geal to moleralso
farming in Irzg requires the cvereso g:rounts of eredit needs
of that of Californla and Arlcona, 8o, & quarter billion
Iraql dinara, l.e., 250 wlllion of genoral type crcdit is
roqulred In £ifty yeoro hence,

Areedondtora]
ASALa S Y T

Lo Loy TR E AT
ra TS &, oo

Syt Danallod
1O At P Bapans oA S

hav e PR Y

In 1957, supply of creddt was meazer but there wan
clfiorts nade to provide creeddt to formors, The A~vicouliural
Banlk, that sas astoblished 4n 1920 or oven baefore, dueins

i

the Ottoman indle has Loeen exteuding eredlt to farzeres, 7ho

L

‘cooperetive movenent uet at %0 infent stoege and was not
doing auv pirnificaut acount of Lusiness,

FPara ereddt has been issued fron the frricultural Bank
08ty In the fova of favs: wortrore losns, 7Thiz indicaies
that tho policy of tho Punl L3 to cuvbasize Lors nor cLpe
creddt Jonns,  Thewse ore of dinadvantosce to s:aall £owvaers,
Saall farnons are the najority n Ivey ond oo they do vilihe
out cxedit due to luelr of collateral,

In'loﬁﬁ. tho Azrleulivral hank had a wecord acound of
Joano outstonding but 4t was ouly o frnetlon 6f the cuount
nocdod for adegunte forn finenelns of arelenliurel production

and modernizing arrleulturnl praotices, Unfortunately, the
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Table 3
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antzt'e 1o ond collection rolicles were faulty avd great

vorocatlse e itg loaps vore peralstontly in defsult, This
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Banlt on A1 avweared in the awanol rajo It 48 Qlear that

dJofaults on leans nud interont renoysonts vere sSerious,

Aspumiag thot poatoored lopons and dollngueut lo-ns ore siallar



Pable 4

Iraq Azpriculiural Banl.Loan DQepaynaent and
Delinquoncy 1940-.1945, zud 194961957 Piscal Years

Anount Anount Ioens Poqupo”eﬂ Loons Delinquent
Flaeal Logns ©oan decelved Avount  Jorecount N Anount per
Years, "Tumbey I.0.(1) I.D, I.D. 5 beds - 1.9, cent
1940 1836 Ow (9? G1, 550 19,0064 21 553 15,773 14
1041 1923 6 55, 320 27, 40 27 607 - 19,504 19
1042 AN 1" ‘okz 00651 20,590 16 530 1(,._90 14
19473 1362 65 flu 50,366 13, 3u8. 20 142 4, b1 e
1ah4 i TG 1 o7 12,701 26 S35 01,591 3
1045 1075 90,u1“ , 155 14,23) 16 557 40 21% ha
1949 - 270,075 10_9,,.:,),, 50,507 18 - 1?0,0 h &3
1950 - 20,630 107,501 3o,f3m 13 - 122,501 L4
19451 - 203,620 145,095 53,354 15 - 55,19% 24
1552 - 20,., 545 146,650 "’),{1' 16 - 27,054 11
1953 - SO0, 3T 23ATEY 55,5406 12 - 43,971 14

(o]

Yote: (1) I.D, = Iroql Diner = /2.8

Sourcet Conrod !, lomumer, Mondorm ‘a:“ Credit Jov Irvq, dh,ucu“,
Irnaq, (.imcosvephed), April, 1237, p. 135

and do not dAirlfer nmueh, then delinquency was persistontly et an
.averagc of about aixity per cent of the anount dus, especially
éﬁring the period of 1944-1950, Delinquency declined after this perlod,
s the table Indicates, but in spite of that 4% was at tventy-six
pér cent level of delinquonby.
To raoncdy the situstion snd bave efficient source of
arricultural ercdit, it uas recomaended that an Azrlcultural -
Oredit Adninisteration similar to that of the Unlted Sitates bve
establiched in Iraq. This could have beon accompliashed by

thae mneager resources of the tvwo banks present at that tinme,
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1956, tho contribution of asriculture to the grons national
product was about one Lillion dollars, The ratlo ol oredlt
from tho Lanl:, to the countribuation fron the azrioulitural
sootor to the nablonsl Sncous, was ono to wwenty Ln this
pardionlor ;,foa‘.z'.,"'r st procrective increnses ln ag‘lcthur 21
contribution ond expancion ohonld hove beon taken into
oolsiﬂeréﬁinm, and that, of neeeoaliy, there would LO CXe
e1tnd woroe dosend forv creddt on tho Danl,
,‘\r -M cn"l .,11'" 1'] ....:"Al".."\.‘:f',

Tho Acriculturad Danks thot have benn cot bla hed in
navy of tho dcvelopimg countrics sueh as Iroqg, Yrvan, Turiey,
Peyplt and Laﬂ Phiheines veore not efficlent ot tho otart
becausa thalr policy woe to enphnsize ereddd worlthiness in
tho forw of socurity rothuer thon rewmrns, revaynents oaad
ris“wbeﬂring ebility of the Lamacr., vaey conld not catisly
the n(on“ ol the farners,-especlelly off tho low incoue
Loeners = An theose countrics, Thoy vware Ju dofa§1t all tao
time duo to tho pulicics and wroeedurcs thnt hnavo beon folloved,

The egrlonliural creddt provided by thane banis hao
beeu nestly for coaswnphlion puryposces,  The mojor nart of tho
anount borrcwcd-ompoclally by sxall culiivetors has boen
for meoeting Lolly exponses and to a 1Lutlo cxtent Lor cule-
tivation cxpenditarens, In othier words, tha beosle necd of
the onall eunltivetor has boen nalnly fox shord towrn credldt,

though fntoraedliote tewn oredit has deen ocensionnlly needod

{-I‘)" A. ..



26
t0 buy 1ivestool ond some pelnliive fmplements,  Yhe hdgh
proporticn of creddt Lfor cubsistence together wlth thoe
geasonal rhytlm and lov inconez, cwuge tho deaand for short
term credit for wortkzing cxpeniiture to cuoune special
inporionce, 'nfortunztely, in prootice, no one con dife
tinsuteh bLetween credit Jor consunptien, that can be alloted
in gpecific cmounta, znd credlt for nroductlon,

The hgriculiural Lanke anccept only the use of lond as
gecurity for credit 1sn>od to Loruors In tussoe develoning
countries, dubl the reguireacnt, thot land be uned as a
basis for securliy, 4o bescl r' i omony diificultics, because
forners are cometines suapicious ané oy be reluetent 1o
pledre their lend,  Usurlly, Lomsers who do not have ony
tonzible securdty of toruve, nre not in o wesitlon to cone
troct loong e covecinlly of the lorg tera type - and they
tend Lo have no Antorest in dolug Bo To nnlc tno land iaproves
menta thnt esre needed. Noreover, insistence on tanpible
sceurity puts tho suall farmer in o leus fovorable borroving
position then the forser with o large holding,

O%ther forns of erctit scourliy such as chnttel morte
gagoes on crona and livestboek, vere net practiced in thoso
countriea, fGeis fora of securit; is Aunperitant In arcas viere
tho tenaubs have como into contoot with the governnent by
neang of lend »efora, For instznee, in Indin, Lforaors would

not have the right to mortpcase tho land ond obtuin long tera

loonsn,
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Commerolal Banks have plnycd a minor role in agricultural
credit., As stated by My, lelshaw,

Commercinl Habko play & subordinate yart in the dlreot
provis lon of arvientiuvral creddlt to foracrs, Lhey are
not Bulted to noctiug the needn of ousll peacont faruers,
Thoy n “y, hOUQVUY, bo of {ﬂ'”t assigtonce by contributing
to tha conital of credit inviliusiens ond Inveoting in
thelr ¢ on“ojuju,, oventineg loong to cosperative socleties,

proviumn; resitiance Srelliflios and cronotinlngs in the
use of coah, They zye often au lnportonts sgource of
finenee o pr;vvne cervehnants rnd noneyselonders,  Such
reacral funetlons ofton nmelo iL oulrablc to cnecourase

the extension of Lroneh baniidng

Host of tho credit that is basic %o the nends of snall
cultivators at present 1g of the short term and medlun tera
crodit types, In spitc of that, the cultivator g often
aable to claor his debt after controcting snl g0 hacomes
perpebunlly intebied, This 4g the result of foulty procedures
and polichas of apriculiural creddt systens In supplyling
and seyvicing loawu.' Critoriz for satisfying the fenend
for oredit bao been bLazed bn oredit worthiness in tho sense
of adequate and tengibdle farm mosets, rather than the re-
payaent oapacity of the faraee, As o resuwlt, faramers turn
to noney-lenders, landlords, merchants and similar individual
lenders who charge exorbitant interest rates, Thins has been
the foature that has been in oxistence for a long time in

most of tho Asian countries, eapecially for small cultivetors

.
“llorece Belshew, Acrienlivral Credit An Feonsically
Underdeoveinmad Countrt oo & A.C. of tie United Lotions, .dome,
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in need of cexnecit,

o coarbitent rates ¢ anteront Ch““”ﬁ* by Andividual
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Mere are Lour sovrees of capitel end cwreddt Lhotv may

satiofy tho nceds ef foysows 30 fullyuwsilitel, Yhose

o

- o - e . oA e Fr e i
arae: savingg in piendlinre, forcod sovings by the fovVernienv,

private euntside buseness, and prants and louns that nay be

r

obtained by vy countiy fron Lorolcn resourdeS. - 40 gtary

uwith, the fivat throe sourcses connot be deronded upon Lo neelb

tho eredit needs of farnews in thoce couuntrlen, TThia is

beeouea wont of the favaces in caeh country revolve in a

vieions clrole, one in whiech thelr subemarginal Lopa unlis

vooult in lou produvetivity in agxlculture snd low pexr eal vitn
o .

inicomo vaich forcen thes to borwowy and So poaoone porne wnally

indehted, Ao o consequence, both foras of savinss and private




29
outslde ecourcen of funds are inaleguate to meot necded anounts
of aapital and cyedit,

Therelore, mony think that Amported capltal in the fora
of granto nnd loang, 4.0, the fowrth source, night promote
developzont. Bub ths quotgtions to bear in mind are "Hou
vill thig forcign capital be uvsed?! ond "How fer will 4%
1ntlate and encrucape & curmulative procesa of oxpansion?"

Foononlots in Vestera coontrles ore dealing todsy uith
the two concepbs, omons pony obhers, that have bLooono fashe
ionable in reeent years. Thete arve $he pronensiity to consume
dnd vhe nultiplicr. Tho propencity %o consume 44 the proe
portion of income which is oinwumod or mpent, Tho merginal
propenslty to consuce s the vroportion of any additional
Jneone epont, Tho evpuement 45 that 40 the marpgilnal proe
penalty to epnsume Ao high, o big'increuso in inconie would
be aoccapanied Ly 2 bip Increase in demand for consuners
gooils, pronute more work, more incoms ond, later, moro ine
veotnents,

Keynes divoussed the multiplier procens entirely 4in
torng of an Anvesitrent muliislier, which he desipnated by the
gymbol K. The investmont nueltiplior "tells us that, when thora
i an Ancrenent ol ampropnte iaveatuent, incone will Ancreasc

by an emount which is E tince the Anorexent of lavestuent®,T

® Motk

*f t ea Iy '1 0y
7 yomn Heo degmed, The Goneral $heoyy of Sanlovmonk, Iroona
and Money. (Hew Touk, Javcousy Lrace, 1930) p. 115,
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Tuis can bo transformed elgebraically to the Lollowing
equations

y = KA Where AY
AT

chonge in iucome increment
chaneo in iuncronout of
invoostment

i

Prom this equation the mltiplier can be derived and defined
20 the ratio of chaupge in income, Ay, to o chanse in
inveatnent AI, thus by

K= Ay

Yo suppose that the warpinal propensity to condude is
80, which neens that 80 per cent of the new incomo 1e spent,
Suppose then that the capitel inmporited gencrates once million
dollars worbth of new inconc, Then {800,000 or 30 pexr acent of
the nillion dollers will be spend, Follouing this, 80 poiw
cent of $800 thousand, or, 5640 thousand, will be gpent,

With the sane arpuoment 80 wox cent vwill be speat from the
remsirder cach tine ﬁnﬁil “he effeots are exnausted, On

tuose assuapbions the mul%iplier would: be fivo and tho initinl
effeet would be muléiplied five timea, Ve can say too, thot
the multinlier s the inverse of the nwount saved .0, 20
peroent, The fact would be then that tho muliiplier would
inerease wheon the provoriion consuned increndeld 80 that the
amount saved would be less, and vice versa.

1% was denmonstrated previously, that in Ansia, in 1949,
sovings were abvout 4 ver cent of national incoma, This means
thot the average propensity to conswme or the cuount spent
was 96 per cent, lHewe, wo could not asswac that the multivlier
would be 25, Decaugo, i1t 19 vhat i done with the new incone

which nattors, IL 4t vent o the wealitby, much would 1ikély,



leak avay in lncressed luports a0d not geverate national

incotie., sorkers migbit reeelve hlgher wagsed and work o

[

shorser time, uch of the sisher lncome nlpght zo in ralsing
food prices becouse production could not bo pupnuded rapidly.
Formors in thie cass miput cell less and consuue nore or
hoard part of their scerued ineonc, in other words, Gemand
for nop-Lorn poods end othor cepital egqulpsent nignt not
be Aincreansed eo o result of the hich avorage nroponcslty to
conana end there siould be ne socondary iuereaso and ouns
wlative offeet in vpreduction anld fncone,”
The concept of the wnliipller-and where 1t cmn operate
in.rcal torng s limitcd to the inpltant where resouvces of
lebor eni copiial are supplicd end incrcased to bte used with
thie multivlicr feoctor, IThis concopd wus invonted with
ppezial refererce o the pesiilon in comuereldr L coononie s
whoro unenployeent existy despite the fact thav thcre lg &
1ot of csplial that con Lo uszed with 4t, IZul wken these tvo
work torethor officiently end reach the poipnt ol full eniploye
mestt, cuy net incresse in C“ﬁlt”l created wWIll inexcase
ineomo valeh in furn Ancreasen effcetive demand beyoud the

supply of poods «nd so inflation vesults,

"In U“Jv““ welorned ecountries we are coencerneld not 20

nueh with ¢ )WGJnﬁn, due to & uaor'agﬂ.of erfoctlve denznd,
but wlth lnﬂjﬁfﬂx‘ﬁ rodueblue nover ver hood, o vevy difleroud

proposition, Thuvre 5 mueh nua'0“~71' v*onndu:‘W Tebour
I purel crens, btud A% A% lorzely incobile, and o gescral

L e »e
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exXranglon of puratasing nover i Jllikoly Yo dreyw 4t Into uzo,
Ingtead, speeific measures directed to using 1t are necded,
ond, L\*w requlress ooganizabion for tho puarpoce and would be
8 ¢lowr nrocess, Thewe is huch undereaployed Jabour apart
oy Whds, Sot A4 ne ganivol and »nass aadarinls
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ACTCRS INTIIRITING PUARORNLAOT OF GIADIT PRCGRASS
TY DEVSLCTIEG COUNIRIES

nroughout tuin study, developing countzlies &re divided

in%o reglons thal may be gludied geparately, eitier on a
countrr leval or regionnl basls, By taking lnto cons lagse
ation tho common eind unconmon factors ve can arrive ot o
general contlusion reperding these foctors, These reglons
731l ba g follovst

1. widdle Izob Countrices

o, COFITO Countyiesn (Centrel Tranty Orgcolzatinn Countries )

3, Other Parts of Asia Inoludinc the Far Boot.

4, Totin American Countrlces

‘5. African Countrleo

1. ¥ddle Vast Countries

In the Crezecat Countries, i.c., Syria, Iroq and Jordan,
ghorecropding s the doninant fcature’of agriculiural pro-
duetion, Shavecropping, uhich 1s the ddivision of the crop
between tho lendotmer and the cultivator in a £ixzod proportlion,
1 ptill the moin fora of tenure. It is practlced in o
engtonory form without any conlre vetunl legal basis or any
type of leznl production for the cultlvator, Iuis is not
plways o good systen beeause the 1andqunar does not invest
in the fara oud hia maln job in this respect is only to

3
33
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recolve a mure wontb or hig laad, Sinoe the cullivotor
lives on a subsistence morsin, he has neibhber the means
nor the Ancentive to invesy, Leeanuse offeatlies he 10 o

. y

loborer rather thoan o tenands vho voeks for o voaeciebloe robturn

vnich camiot be inereased by working hovder or farmaiay bettor,

Actually, ©hin characteristie doninaztes Asian couvatrios

from Iren to tho Ihilipopines with Aifferent nwaics ced nany

locel varxionts .1
Tha systen exdsts wout pencrally in over~nopoloted
covntrics, aud anponrs to bhe asyavicuntie of a sitaible
o Pekrorressive condlitlon, on wileh the luadouncer
can obtedin g hirher retum by re u, ine Lond than by
gecning 14 hivueld, Tir the Oreseenl it appoc

be a function of londlovd's Hur'n ul*' allicd with
insceuri by Ch legtnte r'*v‘ Tore Ju;unrlx Solic )

L ™
piroporty, the nrastice of shorecronning osisinatod
in the Bheikh's olain to n nertion of Lhe o QLoD 8
reveane to provide for hig poliuicrl ouil Jndieial

fuduu10““. gai eoatilengs an yens aitor theoe funotions

ceose o Lo C;C“"j.dk?, G gutaten tcuuitwwi 0y LUy
. nerehmnts ond nobablen, thue ghavocvoppin; systen
¥ 5]
orj dinated in rorpoyment Lor dobts or proicction,

Jorden

Conparatively opeoiting, Jordon it 2 suell country.

According to the vrecent censun, the population is about

;722,000 personsg, of whnich CH«TH per contb arve favaers,

Being egrarien In featuree, like any other developlng couniry,

1

Jordan's asyiculture ig of ovar-ircalming importoace in the
nationsl ecomony, Yut An gpite of 1t prepondorance to taoce

national ccounony, aszriculture is & depressced sector,

1

Doreen .:w. iuc?,
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Iraditional methods of faralng whilch are outmnoded and unw
eaononic are ciill belng uscoed,

! Aa to aren, Jorden covers 37,000 square mileo, Cofle
orally speaking, tho seoll is fedtile, but dry Lforming is
performed on o lavge scale due to searcity of waber and
peagensl ralnfall whieh naie the covntyry depomd greatly
upon irxiration, If irecigation possibilities were to
dovolop thousandé ol acres could be cultlvated, As o cone
sequonce, yilelds per aere ond incomn pexr caplta are very low,

Gne of the port slenificont Leatures ol the ceconomile
devaloweont of Jowdan in recent years has been the lecxk of
growth iun agricultﬁrd.production o8 2 vhole, The agricuvltural
gector 42 a hichly unateble oector as con ho geen from Tadble
54

This situntlion is duo to the larpge proportion of total
agriqultural outnmut whleh do derived from dry Larming in
arcas subject to froouent droughts. aen drough% ocours
the outpul or.crops 1s reduced and as a conscquenoco, anlial
feedstufls become scarce and there is vholesalo slauzhtering
of the brecding livestock, This resuvlits in a deorease in
nunber of llvestoex in the country whica causes a sorlous
loss in the caplital and nroduction potentianl of tue agri~
cultural sector,

Therefore, 1t must be admitted taat tho achlecvenments
of agriculiural credit so far have been very dicanpointing

althongih an Apriculiural Credit Corporation in Jordon vas



Table S

Industrial Crigin of Gross Comestic rFroduct
(1) JeDe Millicn at Current Factor Cost

1954 1955 1956 1257 1558 1959

Fgriculture and Forastry 14,2 6.2 15,0 12,8 12.% 18.5
Fining, Manufacturing and

glectriCity 4,2 6¢3 G2 706 79

WIT)
[ ]
N

Construction .2 o3 le7 1.9 2e& 3e7
Trensport hob 5.5 6.8 803 5.0 9.7
Trede and ranking %3 Se3 10.5 12.0 1£.4 16.2
wvnership of Cwelling 2.3 2.3 2.9 3.1 3.3 bo2
Jublic Adéministration
ancé Defense Cel .7 11,5 13.3 13.6 16.1
Services | 3.0 3.3 267 Se7 39 G.0

Totals 477 £3.0 6l.4 Glo9 G9.1 7463

Note: (1) JeDe = Jordan Dinar = $2.8

Source: Re Se Forter, CeLoley Lcononic Trends in Joxdan 12954-1959%9, Micddle Lask
Development Bivisicn, ¢/c writisi Lunbassy, wcirut, July 1961, Do le

9¢
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developed a8 early as 1866 when Jordan was s¥ill part of the
Ottoman Empire, its operations coveped many f£ioldes of oredit,
agrienltural and industrial. An Azricultural Penk wan
epbablished 4n 1920 4n Jordan with nany branches thab
overeted with linited cmount of funds, Thers wero many
.prqblemﬁ that hindered the performanco of the Azrloultural
banl:e politiéal wntsrferonco, poor administratlon, inadequate
toghnioal auporvizion, lack of conbaet ai the district
level eund the shortange of fuads avallable ot that time,

In 1959, a village loan aschene uas ostablished under
the auspices oi the Developzent Loard to alloviabs the
hardships of fersers eopnecially in the Ivontler villages
where they loot the larger part of tholr cultlvatod land,
Reclamatlion of rocky laad by means of subsoillng and the
provisibn of employmant on this land (whilch 2llowed tas farner
©o taﬁe'title to tuo land alter he hed reclenated tae land)
were tue prizs objectives of tae prograz,

In 1950, after recognlzlag the overlap in funotlons
vebueen the Lwe credit lnatitutlons, the governaent Lormed
co coamittee Ho outline o consolidation plan that resulted
tnthe establishmendt of the Agriculitural Sreilt Corporation,
e autnorized capltal ol tae corporatlon vogs seven aillion
Jorden Dinzrs of whieh more itnan threo millicn dlnars vere

svedlablo in the fora of loans tiot had heen slready lasued

e

to ferners. Ihe verainliag fourrdllion dinors are Lo be

made avelloble by o loan walek, 1% 4s loped, will be contractod
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vith the Dovelonsient Lean iund, -
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Table 6

A Comparative Statcment of the n,flCU’ tural Crecit Corporation Cperations

as to Type

of Loans, HNumber

of porrowers,

andé ~“mount of Loans

Curing 1%60-~61 ond 1961-562
1860-5% 1881-g2
Humber of Awount of Leans Number of Amount of Loans
Type of Loans DOorrowess JeDo ©lse. ELorrowers Jelle Tlse
Short Term Loans 1,682 7,477 §0C. 958 5635250 535
Intermeciate Loans 226 125,868 slele; 656 193,877 285
Leng Term Loans 16 10,240 0G0 & 7,664 0G0
Loan Given to Ccop '
exative Central Union - 444,643 0CGC - 35,758 266
Development Loans )
(project noce 78-14-0S1) 12 5,0C8 el - 266 Q00
Eevc;opmcnu Louns
{oroject noe 278=14-0S51) 376 55,4394 0Go 837 142,171 0co
Villece Zevelopment Loans - - - 2 2,900 0CC
£ast Gher Caenel Loens - - - 121 24,301 c00o
Cther Loans-Sceding Loans 12,168 148,051 715 - - -
Totals 14,481 457,679 1,515 2,620 470,195 1,786
Note: Fils = ,001 Dinar
Source: Trrahneen aaecbnl, Agricultural Credit in Jordan,

Seminarx

iven in Junacna, 1963, pe Go

187
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Looklug at the problem from arvother point of view,
nearlj 14,000 fermers receilved both shord-ters loang or
oeeding loang from the ACC, fThere were neerly 11,000 members
of cooperetives An 1950-61 (%able 7). Thus, aboub 75,000
farmers reecived no sonsonal loons fron oiither the cooperatives
oY tho ﬁgricpltural Creddt Cornovation Ain '1260-C1, rcince
there were about 100,000 farzers in Jordea in this pure
ticuler year,?
Yhe Asrleultural Credit Corporation provides the linited
gnount of canital to tho Central Union of Coonoratives at
en effeetive voto of one per cent since floreh 31, 1962,
Previously, the rate wves two per cent, %he inlon 4n fturn
reloanns S0 the local cooperatives at an interest rete of
five per cent, The local cooperalives loca 4o thelr menbers
at a rate of about elrsat to nine per cent, 2ut A€ fthe novee
ment was to neet 1t3-objactive in exyandglon required by
tne Five Year Plan of 1952;67, they would requiro a grant
a low interest loan of J.D, 209,000 Yor 1562~5% over
and above the funds avallable in 198162, e Central Union
for cooperatives end the Department of Cooparative liovelop=
nent forsee no insursonntadle problons In exoonslon and the
Uﬁian in porticnlar 48 addine gtaff 4o accomodato the extra

servioen required.’o

v tewe s

101}-,,:1 . }". Q’

Ll T Y ) -
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Rural Credit and Thrift Cooperatives anc work wages Cooperztives

Curing 1953-54 to 1961-G2 in Jordan

Hunber of Co-0ps Peid up Menbers!

Rur. Cre. work Total Hoe ©f CZhare Savings Tot. Lnse.

cf Thrift Wwages of Colse. iemdbers Cupital Reserves Seposits Total to Memse
Yecar (1) (2) (123§2) (&) (S) (6) (7} (8) (9)

Jo's JD*'s Jl's JC*'s JD's

1553-54 40 - 40 1,806 2,281 647 29 2,957 39,176
1954~55 S7 - 57 2,684 5,495 3,665 1,277 10,441 67,522
1955-56 110 - 110 4,959 11,792 9,750 4,830 26,372 149,735
1955-57 122 - 122 64116 19,459 18,282 10,627 49,068 221,632
1957-58 151 - 151 7,654 29,054 31,487 20,385 80,926 321,642
195E-59 l64 - 164 9,053 40,527 43,455 30,635 114,657 390,824
1559~60 163 - 163 9,401 51,950 43,539 40,315 135,354 437,463
1960-61 156 ac? 3196 10,386 56,502 53,223 45,556 - 160,321 444,004¢C)
1961-62 157 as®) 202 11,500 - - - - -

Ae wOrk tages Co-~oreratives began in November, 1960.

Be 17 Co-coperatives giving scasonal Loans of JD 14,837 to
28 Co-ogperatives strictly work wages with 530 memberse.

763 menkers:

Ce Cces not incluce JD 41,187 in "Wage Loans” by Work vages Co-cperativese.

Source:

S5tatistics of Ministry of Socicl Afiairs

1%%



Ll

Aaﬂvnhould be providel with sufficlent capltal and should
not depend upon governnent appropriations, It night vo |
pqrmitted fo,issuo bonda. backed by the full faith and oredit
of the Jordaniazn Government and this guarantoo should be
aceeptable to the commercial banks, the Central Bank and
the public,

The Five Yoar Imogrom of 1962-67 indicated that for
the corporasion to rulfili its requiremonts, it has a neod
for additional capitel, Estincted additlional costs and
propored Lfinsnelus are ghowm in Table 8 and Table 9,

Lack of caplial, therefore, is tho najor problen cone
fronting the performance of agriculiuvral credlt progrons
in this country., Technical advisoré to Joxdan steted the
things whleh provent developnent in the agricultural seetor
of the cconony. They inolude:11

1. Lack of sufficient capital., ©his inodequate
supply of capital Ls present where therc 1s an urgont need
to finanece agricultural develonwent and produciion, ilso,
1t 1n prosent where thero 49 lack of spricultural orcdit
systems wlth sufficlont canital to develop reloted agricule
tural facllities, Agriculturel developzent must be in line
with othor related facilitles that neod increased capital.

2. Loans ond gronts con be used to finance inoreased

production, This has to be done bocause savings and indiwidual

1.
Floyd ¥, Higbee, Arplepdiupcl Credit in Jordsn, Ammen,

S :

Jordan, (lincogwaphed) JULy 1060, 1p. Ouf.
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'Lable 8

| ' Apricultu¢ol Oredit COﬁporation ; |
Additional Costss . (in thoussnds of dinars), Jordan 1961

New Capltal Increased Training ¢ Egquipment Total

S Contrivutlion Steff Costs Coots J.D,
Years J.D. OOS'b J.D. :J.D. N * J.D.
1963 1,000 (1) 15.0 8 5 1,028,0
1064 1,000 (1) 17.5 8 3 1,028.5
1965 1,000 (1) | 20,0 .8 2 1,030,0
1966 1,000 (1) 20,0 8 1 1,029.0
1967 -~ 1,000 (1) 20.0 8 1 029,0
5,000 92,5 40 12 *"“m 5

i

Note: (1) Minimum Amount, Mowe Kay be Made Available fron
Proceeds of Sale of Surplus Agriculitursnl Commedities,

Source: The Hashemite Winsdom of Jordens 5 Year Program for
Heononle Develomient, 1‘o-~)/ Ihe Jordan Develop=-
Mot Board, Atman. Dec. 961" p. 50.




Tatle 9
. Agricultural Credit Corporation
Provosed Plgeveing (o thouzands of dinars)

Eudget Jordan Sale of Txternal«Souress
Goveimment ACGC Donds  Grants  Loang Total
1965 5.0 TGRS 250 1,086,0
1964 17.5 100 561 350 1,028,5
1965 20,0 . 100 560 350 1,030,0
1966 20,0 100 559 350 1,029,0
1967 20,0 . 100 559 350 1,029,0
Totol 92.5 500 2,802 1,750 5,144,5

Source: The lashimlte Kinedom of Jordan, 5 Year Progren
Lox Lecrordie Develovaent 1962-1907, e Jordai
. Develepwent loard, Awman, bee, 19ol, p. 51,
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¥ contf1but1ons provided to agricultursl seectors are limlted,
L~1ﬁ'ap1té of cpplying them &n the capltal stock of & coopere
' ative eredit progran, |
;he Agricultural Crodit corporation is n1milar to PFarm
Greddt Aduinieuraticn in function. - With oanltul of about
20,000, OOO 1t has to satisry the farm pers credit nceds of
nearly $50,000,000.. Oredit needed ves ocaleulated on tho
assunpltion fhat the Agricultural. Oyedit Corporation has to
firnioh oredit for niﬁety per cent of {the farmors vwiho comprise
about Bixﬁy»five por cent of the populatien,

2, OBu%O COUﬂtrﬁ 3 (Central Treoty Orsmenizoabion Countries?d

It hao been mentioned that eharecropping 19 the chore
aoteriatic that dominates Aslian countriec, C3IRT0 countries,
therefoie, are not exeepiions, This may be atiributed, on
one hand, to the high population pressure on the land suein .
as in Pokitton and Turkey, and on the other hand, %o tue
feudallistlo system In existence such a8 in Irah. This,
of course, results in low per ocapita iﬁcomes and low savings
in agrieulturo.‘ Cultivatcrs cannot achieve managerial skill
because they have no incentive to forn and &8 a consequonce,
introduce better techniques into their faraing operations,

Land fenure problems ave the task of governaents to
deal wlth, In Iran iand reforn has beecn in operation since
the leat decade while governments in Turkéy and Pakistan
'havd lmposed certain measures congerning ownership and

soourlty of tonure on loans, ILow savings in agriculture,
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wvhieh 18 tho o Sproduct of tenurial problems that resulted
in tbé viclous cyele of verpetually indebuved formers, Hany
neasures have been taken toinorease savings in agriculiure
In these countriegt
Y, Pakisten

The cooperative credit socicties heve bLean formed for
hal£ a century in tho Indo-Falistan subw.continent, There
has'been great exvanglon in the wmovenent without cmphasis
on preparation of tralped persoanel and foeillitles regulred
to dcol with the ignorence end poverty of the stricken
farwers, The smount of moncy a favmer nay berrow fron o
savings crodlt society depends on how much he hos invested
in thet organldsation, and theroefore, the poor faviors are
able to obtain 1litlle credit, Also, unlimitod 1iability
for the mnexbers doter solvent people from Jolininsy the
ocooneralives,

It i3 clear that providing ciheap ¢redit o nol enough
vhen agriculturo 4s in a state of baokwardnoass, It 1s urgeant
to improve methods of cultivation, une better sceds and ime
plenents, extend use of manure aand forbtilizors, use of
sufficient and timely ifrrigation, ete., chould ultlmately
léad to greater production, There is no doubt that loans
are glven for these ypurposes but olften they ere mlsused,
Thevelore, suvervision of these lozus tbould be practiocod

. 2]
to insure thelr use in the propor pl&ces.1“

12gonserence on Arpiculturcl Develormont Sanking, OESTO,
Karachl, fa.odcan, Apral 10-00; (J0d, pp, 155=%1,
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This system of socleiies 1s not efficient in eiﬁher
,‘atrengthaning agricultural production, nor elloviating: the
alatrens of excessively high intorost rates, Palristen hag
a system of suprlying oredlt in kind such -8 fertlilizers,
tools and seeds which is a sort of banking systenm, buf
poney credit in the more gophisticated sense or even dlreed
through credit local aéainst crop production expected in
the future. Thoerefore, the mojorliy of eredit is suppliecd
by money-lenders, merchaonts, wad lendlords, vather than

by government lending agencles.

M Agricultuweal Book has been eobablished for many
years in Iran, Dut fhe credlit cxtonded has becen fonr
consunpblon purposes, rather than fer farn production
purposes, It has not been adding to tne weolth of tho
farners,

Thore has been e trend in the last 10 years foxr the
Tank to ohange policies end procedures, low, {the primary
objective is te converd this consumptlon type credit Into
credit for vroduction prmrposcs that alnes et laproving the
wvelfare of the fermer. This is to be done through orcdit
cooporatives ond Bupervision of loans with empacsis on.

roduction, end tac attenpt to make fov Sottcr dilstribution
of roturns from the lond, where priority is given to those
vho share direcély tn tho increase such sy cuner-cultlvators,

srall landowacra, and where tenanoy relatlonshlps are good,



Barly in 1952, Poliant I¥ offered %13 million in tho
Bank Cmran ag a central wevolving funds fron whilich loans
couvld to made to district oredlt socleties, This wan a
program to eanist in the Sheh's Land Mistributicn Progran,
Diotrict credit socletios vwould lend then 1o locals iﬁ various
villages under the land distrlbution afelnat notes of tho
nov lend~bolders,. An additional ¢13 million was put by
Polat IV In the igrlenliural Bank of Irvan to oxpand 3is
creddt progoan, The'Bank cen then fineuce cooperctivos
cend t31llers, Tho problem here wae that Lfarazers thougnt
that credit extended at the beginniag of the progran was
o grant frow Yolnt IV, 13

Loth prozrams are hezed on extensive troining not
only of wserscunel in the Ianks but elso of the borrovors;
in menggement and oscuning egqual respousibility,

In tho oummor of 106D, »lans were devired to nake the
extonslion service cupervice tho borrover's wlang end lowns
taken from the Feuirs, Thls gysten hat been followed 4in
Greoce slince World War I(, This oystem proved to dbe
efficiont in Crecce Whore achievesent of sound oredit and
ropayable loaus, tozoether with betboer cropplug systems and

more production reculted In better incones,

15;&0“10 Adrevs, & Roviou of
Seleches ‘1”)’"ot”,,JLLZP"‘“ voarvaration

\ .z L4 . sy
Adinistrosion, ..4Cnlenn Siote bﬂiv-rs agust, 1967,
P. 10,
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The Veranin Ploin Efpe?iaont vhich allowed credit to
reach sweall tillers at reasonable cost, alse was suocessful,
The problen of credit wgs attnoled hend on early in this
pr0graﬁ and 1t moy dbe epplied in other land reform an&
ddetribution projects, which have been accelorated in recent
years, In genoral, the problems thot need Lo ba overcono
aro; in the attompt to walntain officient menogenent, groatoer
£lexibildty ‘n the operation of tho {tuwo bhonks to moet
expanding needs of credit by farmers, orpanizetion of a
Oentral Bank for Coovecratives, development of rural cottage
industrles and cxpension of tho Joint PankeExtension supeYe
vined production credlt progran, V4

It is vevoried that,

The Apriculiural Nankz As cosor Tor the farnars to

save money ond tnrov;h savineg invent 1n cheler
cooporntiJOQ Do encowrane udjﬁ, tho Mankt guarantecs
doposite nade with coov*qujvo end thus oooperatives
mnetion au o vype of villasze h 100,

I% hag haen found %hat cooneratlves aroe nore sorviocs
able lnustitutlons vhen Larsers Snvest in thon, By

putting An thelr oun noner, fovaors w1l e novoe

caroxnl in the une ol 1OQL funds, and over o verioed

of v "“ﬁ, conn beeome the ovmers of their conwanrniives,
411 und savlngs will in time bulld wn o curorising

awolnt o¢ cavltal,  Tho frriouliural Seany 4g "i’“"qlﬂﬁ

wrdllt end savinzgs as a part of the cooneravive credit
LY ror= v 1 r)
prosren, tA

Tarirer
There are nany sources of oreddt in “ur'ny. Moot
lmportont is the Agricultural Bank of the Turrish Rapudlie,

1

-

Ime., p. 11

-l
L—s

Conleronce on Agriocultural Jevelonment Danklng,
9;2. C;L'_&., p. .’)1 ¢


http:7nti-L-tion.vs
http:orLnim1rat1.on

Ha

This bonk wags establiohed in 1863, when local orpanizotions

begrlng corbuln characteristics of asricultural credit
cooperatlves wero created In the southoest yart of the
Ralican Yeonlrsule to help needy foraevs. [Iovever, due to

political problems of the Cttoman Zapire those orrandzations
)

[ 99

(2Rl ]

falled or wore adversaly affested, DIy tho Yesr 10859 the

need for reovganization gave rise to the establishacent of
aete 10

this Asriculturel Do, It ig an econonic utononous
ingtitution, a lezal entlty sublect to lwma of the sinte,

It greants loens, accepts deponits and perforus ell kinds
of banking oporatlons,

Yow, the Ponir controlo and directs the coopovative
novemsent according Lo the laus paosed in 1900 ond 19325,

a legel body ofter

o
3
G
&
=
3

regpectively, ‘fuy coopnrotive
£iling an apsdlicatlon with the Dond which then rovicus the
pllceation,  The eooperetive then cequivres 465 leps
entdty by en eprrovel of tho Ministry of Concoeree. Finall

s v J ’
en 1n00p~nu(ut socletly comes Anto bolng, tacrefore, theveo
ia no need for unions and conledoratiens, Oporating locns
are the nont lzporimant and corstitute 88 per cent of the
lonns extlentod, vwhile only 9 ver cont end 6 ver cent oroe

ate tera loansg end loug teors loons reopess

Q
[
o3
- -
o
i
jo
e

for in
tively, . Tho ezricultivenl cow-oporatives, thercfors, neet tho

credit noeded for prolfuction regerdless of tho  wind of crop

-3

profueed or theo Linhﬂoirl position of the Larmer,?

16Th1n np, Olef2,

aowsanwein?

17;,1}_?;{10’ l"]). 86"930
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The Eagk foeen two problems that are of paranount
;imporfanco. Firat, they need Lo increase thelr eredit
résourccn md secondly, to Anprove tholir nmnagezent.  To
aecconpllon tho Lirst aln the bank must liguidate 4ts present
outstonding loene, to enable bebtber uso of present resources,
The goverancont nlzo munt pay the yearly contribution Lron

the Otate budget to the 3ualz, which L4 hes not paid fox JAany

L}

yeers, The governnent should uave the added renponslvility
of finding other vesources for the Doni, & uouclly, veolthy
Tfarmers Invest thelr savingn outside the azricultural coctor,
wvizlle the suall farzers do not have the hnbit or ebility

to save boeauze of the underw~developnent of thelr rosourcesn,
The soverrnzont con force o crclel bonko to reieposit in
the Agvienlivral Nank eod L4 cen supply crcdit by oliotiing
goxe of the Yoreign fid,

Tho sceond problen that faces the Zans is that of
reongeent.  Loons should Ve givea to droluction nrposes
cod not lnvesled outslde agrleuliure. Sxozination of tha
loan by cxperienced yperceinel 43 nec cuuary end olnplifics
the epplicaticn foras £illed cut Yy forsers, The working
carlial leon is procticed in o for: of gabseripllion typs
léani&g. This conslitutes o problen becouss the farmar
in not cneournocd to dopond on sope part of hisincone to
finence bhio Yuciaess tho b ogeny cad trlen o tole tho

fane onomnt of creddt cueh year, IDutenclon ond collootion

oy
sy o . <
J.}‘;‘.'n. ’ p. 9\}.
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perlods of loening should ooinoide with tho beginning of
Wogk for production ond the receipt of incoue, Supervising
credit to the farm rather then te the erop may be the
solution to thede problens and this uns besun recently (1961),
compared with the old agricultural ceredit novenent, A

My, Gurpinar put it
’
If the soclal motivities alning at the rneabershiy,
oducgciml and Anproviug thely wnderstondine gbont
the cooporveiive princinlou ore mot praciiced by the
guncevialne adniniostrotion of tho eredit coopexratives,
the nest Suenty years would not be eneush to seoeh
the pronl of “rdbcr.‘ ouned ond neabers' controlled
COOHLRA Voo,

e

In the United 3tatoes 1OA crov shronshont the country
under the o

attontion to saem N(de" activitica ond to %
of the Vo

.

weasvinion ol 00, It 1:'.‘.’ enld o aeh

. [CAR S |
20 WHOL ll.Lﬂ[,
1 of J'T’ﬂu‘"” Ctu“ﬁ lbﬁ Tosinains vonve,
svoelt-d to
T ooon

-~

WSt s -
o ‘.“ f"‘.:.) in 104

bo 0““Pu co‘-lukr¢ it

years plver thelv nw 1’"'L'Ol. Aluheioh the presont
essoclations are nov onnod co pletely Ly itha neabovs
the plon ninlas ot caeh o ronl in |WuﬂOv1“u cach yeoy, 9

Lack of efficlent noncceamtb canable of adopting
cooperative princinlez siming ot formers' ownersiip cud
control of erndlt socleties, isebill o handicap confronting
the Azrloulturel Credit and Coonarative Donz, Phag peocedure
has resulted in dolinguences and nany of thote cooperativos

opcerato ol o loss., Ihis is indicated in Table 10,

Je Clhex Poxis of Asin Ineludinc the Paw Dant

It 40 fuportant to recornize end undersiand the

problem of population vreasure on land 4n countries 1ike

¢ : . -
‘)Da"qor%“u\ou by Novzat Curpinar, Shong ?rrw.:*rﬁowlturnl
0')()“"""‘(.":'"‘ (' e 11 b j?). “’ r Tl.‘ ;. 7-’;1 l" \'V Al

pLenoa O’\” Ior
~-‘~.Iﬁ«u T »a-v“q A o .M -l‘ - u\J\d .! Q"‘ LAY WO WP b"mﬂ
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’)l 1 “i}"“\ :.'.‘.,i.."r l’ (/11)0 i?‘n’bd dleC‘ ‘fJi‘bJ’ l) O'
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Table 10

Agricultural Credit Cocperatives in Turkey
turing the Years 1950-1859%

Loans Unpaid

at first cf Amte Colle. Percentage

Yezr + Loans Million TeLe. % Noe. of Noe Uperzting COpcrating
Year During Ycor (1) Colle. Co~ops at Loss - at Loss
1¢50 22508 SG.8 3 S00 238 26
1951 22C.2- 135.9 47 cg4 15S 20
1952 414.6 181.8 44 1,187 £08 34
1953 544656 243.4 . 45 1,3C0 382 : 22
1954 54S7 . 22063 290 1,356 333 25
1955 675.6 317.0 47 1,425 554 : 406
1956 69462 ‘ 3C5.4 44 1,488 706 47
1957 74442 . 336.2 45 1,521 719 47
1958 728.2 416.1 53 1,545 826 45
1959 ~ 822.7 377.2 46 1,560 825 53

note: (1) Te Le = Turkish Lera = 7¢ = 30.07.

Source: Ralph U. Battles, Report on Agricultural Credit in Turkey,
Ankara, Turkey, Ccicber 1260, ppe. 27-28.

SS.
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Indin, Telwen, Indonesia and tho Philippines, resulting in
fragnentod small holdings, TFor instence, in Indle, the
not arvea souwn by a fewmer is 1,1 nore, and sixty pex cent
of the holdings ere less than Live acres; one Ooxo nlous
and oneller are nob uncomnon.ﬂo The reoult has Loen mub~
gletenoe farning with less mvings, lack of capltal wund
perpetual debt. Govcrnments in theso cowntries hueve beon
worricd avoul this vicious oycle siltuation in whichlae
emall Tervmers are involved, iHeny inforaontive and lezlslative
necaures Lo conbract the aoney-leaders hove been cnacted,
Cooporatives, that have beoen successful in Jopan, are gought
to increase savings In agrioulituve,

India hﬂs had o cooperative crodlit syshom slallar ‘o
the naiffwluon gsysten in Geraeny for nearly o nolf century.
There ore millions of omell farcers in need of creddt living
4n sbout @ hal? million villeges in tho couwntry, This has
rosulted in o oitustlon vhere eredlt ke tended to beooae

sury or en inatrunent of staznation rather than of prooroess
in o large seotor of the cconony, Doth short term and loug
torm oredit inztitutions ave needed, The progent problen,
therefore, 1s of reaabllitation of the sub-narginal faryaer

wao cannot qualify Lfor coopeoratlive credit,

hoa, Rrameb

?oInuorn tional Confercnce, Proccalin~a of tho Intone
netiongl Confarence on A-viondives] avia vonﬂoﬂﬂtiv» Liredit,

P R e Lot gl il ] Ny D s

Horiol.ay, Calirovnin, ok, di, Cotabor &, 1959, De (554
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Tndia cooperabive lowt forbidy the extension of credit
apaingt onythlieg excovt real properity or in the laasuage
of the ruling 13 pponovable objeck,”  Thls moans

that only thoose with renl proporty to pledea as colw
lateral are pble Lo boxrrow Ppov pLinoy thie mein eentral
bonlk oy the credit local, "he locnl credit soclotles
do rececive nonny Iion Thelye amenlers, pey dnterest on
£his mongy, and reloen i% to obther rcouberen, Lne
governuent ndvanees owtro funds needed in the heovy
lending season to theno lTeepl ercdit apencles or thelr
Qiobrict oy national offices. “hoy do not permit

lorng ecainot o grovwing croy oY "sroduchion eredit
Loenn® in the nonce thet they ore rrovn end used In

the United States. Presently roet evedit in scoured
from. peivese oud contrel bonkins systens by faevor
fepns or lamdlovds who dn tura crbend eredit to the
direed tillew in the fomm o cuvunpllcs,  Indla hao long
vad the Sanindar systesn wnlod orisinnlly vag oot up

‘o coglec% crop reubs fox the Jondlords or VLo EOVOYe
ment, 2

Anobher imporitant fzctor which hag sleo had & rather
Anhibising eifcet on agricultural credit in recent yoors is
the progyam of land yoform which tho stale governmuents ln
Indio have beon trying to push throuzh, In the long rua,

At ip gxpectod that thoso 1and rofora measures vould help
to 1m§rove 4she structure of the agriculiural credlt by
naxing the farmer noxro credit worthy, while In the short

m ond during the transitional period they tend fo affect
rather cdversoly the supply of agricultural credit and hence
egricultural proguction, the consequences of which may bo

far reuohing.ae

” ' ‘
°1S:an1uy Andrews, Agricultural Oredldt; Reviev of Selected

Proicots Supported by IGA, Iichigen State iniversity, Aupust
1961, vp., 12«13,

22 .
rrocoedinog of the Tatoernational Confercnce on Agrie
cultural ond Cooperntive Croddt op. . cit. . T4,
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Canbodin
oA iarge part of the credit extended is short-tern credlt

with o twelve per cent enmmual intersst rates. Cooperative
credit fulfils only fiftcen per cent of the total country
requirements, Therefore, most farmers tako crcdit from
noney~londera with usurlous rates of interest that nay
reach three to thirmy'par cent pex month, Also, carry
over of obsolete melliods Lron ﬁhc 0ld regime cause duplicaw
tions in funoctlon, especlally in accounting gystens, Lack
of trained peraonnel results in o lack of delegation of
responsibilltiec.23 They place great hope on cooperatlves
a3 being the formula that will neet thelr cxredit nocesoit=-
len,
Talvan

luch oredit is being issued in Talwan, but the problen
18 how to meet the needs ol a growing population and the
need for Autensified farning, Phe prevalling probleans are
vhere will additional funds bo obtalned ond how can those
funds be adminlétcred efficiently to give tho maxinun
gervice nceessary at a minlmun cost?  Tne Government hag
nssistod by providing funds to ito institutlons, but this
aid by the Covornment should be retired through more end

larger farner deposlts, lHany feraers! assooiantions have

>

* . '
25p0d of Tour Report, Frod H, Xnobel, Arrioultural

Credlt and Cooperative Advisor, Davelorment of Acrioultural
Comopna, 1962, pp, 1-18,




;boen oooparwting wiuh agrldulturé1 adminié£rat1oﬁ authority. ...
;douevor, mqny non»farnerc bocane associato neabars of these
 booperauivus and dralned avay many of tho benelflts which the
1£armcr would have otherwlse obtained.

fue mutual eld government controlled gooietlosrare now
a farser's controlled arrangemcat., They ars now 100per cent
farmer-controlled arrangement since memhership 10 limited
to fa“'ers who oarn £ifty per cent or more of thelx income
from the land, or they booome assoclate monbers and can
doposit funds whebhor in farming or not., Jheue ansoclations
form o gatislactory arrongenent of extension serxvice at
three levels, i.c¢., agricultural extension, home economics
extonsion end 4~% Club services throushout' the country.  The
problon now is how to Antesrate,extension, rezearchh and
educational services o avold overlapping of acvivitios
and therecby rcedueco UﬁEGCCu,&TJ expense, At proesent, Talwan
has the moot ¢ mprnhonsive syston of eredit, supplices,
rorketing and services found in Agie cexcepl for Japan.25
Indonesin

Yost Asian Countries face the problem of population
procsasure on land which affeots natlonal inocone per faraer

and genceal Income dlstribvution, For Lastmnce, in 1952

ol

g3353~‘bnﬂln' of A-riculinral Credit in Soubheast Asina,
Trocacdings 0L Ghe Ona LnD anss A'“inuTilrﬂL brbd't unrcsnoD.
CO“uyO'"OTCU by the Goveriaent of Jeohn nind the luA. Tokyo,

Jap"n, Cot, 20«iov, 2, 1933, pp. 18 and 25,

Stanley Andrews, A;gjggLﬁxr~":3p“;‘ "7ﬁV“lOﬁﬁoﬁt of
Agricnlturul and Bxbension Sorvices in La’hdn, Ag vﬂh 1061,

pp. 1713, 15356, 160,
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agricultural creddlt was considered e part of the recone
structlion of the natlonal econovmy since it was required to
méet'tho needa of the vast majority of faraers who, ag
e wiole, avc very sumall and 4nelfislent, The givernuent
in power at that time eabarzed on reorganizatlon, imprévement
and coxpletion off exlating credit institutious., An inroreasaed
gnount of loancbhle funds was needad iu & short poriod of
time, The farmer Wos incapable of seviung aand the government
could unot swrpply the funds doaired, thérefore, other sources
of capitel cupply were sought to help solve tho prohlem.26

ifowever, in 1958, peoplo began to leook ot the problexn
in 2 different way. Though there will aliays be the need
for oredlt to sclve the probvier of mubsictonce forming,
eredit wos looked upon 08 o provisionsl memns of socisl
holp and as o sceondary Lfzetor, She colution had to be
found in broader weasures, such ug land redistributlon and
wlgration, prounoiing honme industry to overcouze the seasonal
eycle and disgulised unemploruent sunons rural neonle, On
the othor hand, shortese of credit could be overcose by
using foroign capital and to the point whers inceme poxr

capito naizes 1V pousivle to achiovo adaquaite canital formation, !

25 . o X
- ““Internationel Conference, Proceedinss of the Intere
nationn) Jontann a20rasive (ra2dit,

Herkeley, calll

7. : . e

stnonsthonins Aowvlounltnral Credit in Southeast Asia,
Opsy.Clt,,  pp, Qi




Yoran
. Luck of financlal resources is the major problea in

Kbrsé. Low interest rate loons to farmers through thelr
cooperatives wmight be sccoapllshed by means of & revoelving
fupd end sccunuletion of copital, fThe savings in agricule
turel cooperetives, profits of the l2grlcultural Dank and
gale of capltal sbtoex and Gebentures would farnish adeguate
loan funds. People, waether urbon or rursel, should be
encouraled Lo deposit thedr savings in the Agriocultursl
Tenk from which the totsl projects will be financed. 2G

Other probiams taat face the counlry are education,
training teehnloues and conﬁitions under whlea cooperavlves
nay tarive under the patronizlag hand of the Covernment.

Yorcan culture has great devoblon to faully and clan,
1£ these fesllrngs were transferred Lo cooperatives tarough
voluntary ceclslon, the chclorucﬁt in Zorea would aiual
thet of welledevelored countr e3 Such &3 Sweden and other
couatries wita advanced coogerativas.ag

Uooperatives ecagaged in soue guvernment buslness in
1959, waereby tacy used to ccllect and s8ll straw bags for

tae govermment salt ond grals business, Zub such contracts

Edﬁ“flxultul 2] Division U)Oi/u, Factors ALfectling
A,rggnl;ﬂV~1 sredid dn foxon, Thoe Ag el calodral un:ﬁ'0¢ forca
o thae catlonal instiiute of %gricu11ama, Seoul, Hoxen
Cotober 1959, ». 14, ‘ '

29
,Lmowntheningmpf“iﬂrloultural Sredit in Douthaagt
ASLe, 00, Cit., PDe Swaid,
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enllicance becousea

[t

rey ineresse and this Ac of gpeclal sl
the governueat businemns should wol become the cooporatives
najor cencern,  Flacuelol cld from the govarement earries
with 1t soxe hazardzs whiceh aro:30
1. Intenglesent of the conpcrative in govcrnncnf
proc¢edures end possible partlisan polities.

2, Self-sulficiencey 1g underained 4L£ tho cooperativen
nejor businans celivity Is Cerendent on peverrmont,

- A [T S . KA R T A s
7. Jealousy srd ovpsaniced oppesivion Tron othoy

‘.

private busluness arises,

Viotelon |

In Vietenam, the stability of the povernzent will
have o bearing on 'the future of tho country and 118 rosource
aevelopment, With the aid of United States Uverallons
Hlgslon o sound epgricalitursl oredit systen has been estabe
lished, A8 for es cooperative eredit is concerned, there
have leen no defoults on loans, Lask of capitel hos beon
the ﬁrohlom and tho governuental end forelipn anid used in
financing corliculiural cxeldit has not been sufllciens,
Unloess deposcits end savingzo from private canilénl make thelr
vay into a;ricultura} credlt, thero will alvays bo the need
for moxro financ;ng an 1s the cane with nost devoloping

countries,

As ¥r, Bigo Wrote in the Contengire du Oredit Ponclor

en franoey
i crance

p—

”OJohn P Veleuley, Avisor on Co-ors, ICA Term Ind
venort/loven, July 29, 1957, pp., 13-19,
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fhe ogousen of the failure of ssyxleultural creddt
ave mapifoldl, They om e sws ed up 1t o o wordss:
the nismnderstandinge of the fomierta mentality by
alleadves and £ieldd erento,  In tho past, wo have
tried to deal ot Gho top uith o problem, oo
f,o.!.mioz 0% nowhieh L:;\; ab the Losoe,  we have trled
to gao thines fron oo hirsh end fvew fon for, Tho
Solvanc" o. AR G0 KR S prublcm gquite diiferont
from o weotewm¥s, X8 oy i i gunonra vmoendorable
olozents i L L otha non of tho village bub
anﬁ'ucth13: to obhnere, A nﬁu‘01ﬂ7 reserve lkeens
the pon of the lmnd Loy Iren nio ereditors .0

Azrleulineal orodit proxiaag L£alled In the poot duo Yo
reobrictive guaranteen wegulred for loans of any sizo{3a
Put thore hove boon imwrovement neasures since 1961,

Sinco 1994, thore hoo boen o coordingiion boetvecou
agriculinral, orelit services, cooperative uxrketlus ond

purchasing sopvices and detearch end tralining,  but, still

h ]

1<

- 1 K aasd seds 2
thore are unny wafevorable foovors that oxisti”

1. lack of seeourity duo to ¥VieteCong anclivity for
©the past throo 1o fouy yonrs theb curteiled
goonarative vaveuead, :

2, Bupmnsicon tn cooverctive organizations ulthout
proviclies for plong, nopaccaent and fundg,

3, freining Lo sot suffleifent Yo pot gunliflied pere
ponnel A bualicss enterprise, and there g en
inadeguate supnly of norpounel,

k, Salurioa exe not eufficient to atbract oxporionced
personnel to annoco ceoporative assocletlions,

1“Oﬂ“¢ e Cc”?cr, Sind of Touss Lovort, Biviclon of fLar
cultuire end Lotura Revourees, Unkited nb vben Operptions LS
consultont in s vﬂovnuﬂu“ and Controls to the Sredlt Croond
(Hiucc{ra hod ) Jomupeys=June 1900, p. 52,

L H, Drocihuan, Erd of foux Report, Sorioultural ond
\dvicer in Vietenas (Saigen, 13563), p. 9.
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5. Source of fund is not sufficient to extend sore
vices to a large number of the population,

. The Milipvines

Ordinarily, the Phbilipine farmer has a small operation
and becauso hie lacks collateral he borrows from rolatives,
money-lendors and other merchents, The banking system has
not been accessible to all farnmors,

To make agricultural credit respond to the nceds of
farmers, the Agrlcultural Creddt and Cooperative Financing
Aalnistration (ASCHA) together with Rural anks have been
established, Fach coopnerative has en osren throurh which
1t funetions nnd has its roots in the many reuote villeies,

lledium and long terus credit to farmers are extended
by (ACCFA) end tho Developscat Lank of the Fhilippinos.

The (D2P) speelalizes in exztension of long tera credit to
farners en¢ thelr cooperatives, The moln problem that has
faced the two institutions is tho limiﬁod capnltal reaonrces
whih have been resiricted to curb the inflation, Credit
should be expanded so as to inoreasge production ond achieve
economic and socinl developnent in the cczuntry.?’ll

Agrlcultural credit cooperatives have been sousht as
the remedy to agrioultural credit problems, and inoreasa
savings In these countries, because of theilr denoceratic cho. -
eoter. Also, they influence individual initintive, inhance

marketing eand provide for credit to be glven based on productive

z /).
o 1 ~
styen~thenine Arrdenliural Credit 3n Southeast Asia,

[ SRV

O, CALY, PPs 40wk,

Lol ol XY
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capacAty and not on the security of immovable property.
But many of tho countries have wenk cooperatives thot play
& minor role, IThe baslo problenms in those countrice are:
The vicious clrelo resalbing Lrom poverty, debd and
high dnterest rates holds thwe “*RTL cultivator in a
tinht priv,  Viewod in this 1ight & gomylele reole

ermdmwoPumr~uw”mw“!w ML structurs
appoers 4¢ J1T£u1ﬂ In mamy coves, ”ovnv”r, Anarovenents

of credit strucirros ”70A0 cont nrdldy succeced in
brantine this ViblOn» elrcle unloon they n‘h COLDe
panied by mecneres deslrned to ralao drodne u.tvi T
Stopa 1o dncrcase prod Ufuﬁv?l; soonlinre would
in turn rates nroblend relatiug o he pzo"inion

of suitable incontives e cnltivetews and the
Anprovezent of the insditutioral fronmevoerl thioush

~y

meacures of asrarion voloms,  Ihoy wouldd luvolve

potion Lo prant cocurlidy of tcnuro o tonmitseita

111 o chunweeronnard snd to reduce ronts to reasonablo
levelo, oo well oo 7Jnuu¢:cn to consolidote holding

end srisdloxr stepn, 72

h, Totin Aanvhiann Conntrdes
< YI¥ o8 Ao gl PN . ol of

Phere ove wouy foctors that inhivlt the performance
of cericuliural credit proszrans i South Anericen countries
such as Drozll, Avgonting, cte, Institutional arrangenents
such as lend terure constitute o serious problor There s
naldistrivution of lomd, Yor exampla, 2.5 percent of the
Loandosmeys in Brozil possess move than £10ty percent of
the land, fhere still exisots an inefficlent foudalistio
gystom with low vages, ook of oducation, poor diots and
housing and lock of sunitation,’6 As a nonsequence, there

19 no incentivo on tho part of the farvmer to produce so

Sabadet YTV Y

95PA0, Avrlcnlmzrnl Cradit Trodblens of Onnll Farners
in Asia end the Far Zoot, PAO (Qome, 1953), ». 17,

80y nyenitaral Oredih senort for Erasil Signed by B.H.

o i wv e PPN AP NANPY R

"1111&“-‘, ("'i ‘1 [ 1 ,U.), p. 20
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that the agricultural produotion is deficlont quentitatively
and qﬁalitativoly.

To incerease savings into agriculture, oredit systens
have been entoblished since tho last two deeadesz and have
not beoen officiont beanuse credit to the asrieultural sector
15 nb111 notoriously deficiont, ZEdueotion, gpeciallzatlon
and other services are deficient and have 1ititle desirable
oredit remulie, Thove is deficlency of cducation co that
a hirh levol of 1llitersey cxists enong the fernera who
aloo lack the navaper.al ability in operating thelr farus,
Areicenltural cducation, oxtension, cad resenrch stationg
for agriculiuro aye not well developed, and 31111 there is
the problen of coordinating then,

In the past Governnments supported technleally and
finoncinlly the cowszodiiies for cxport, but due to high
population pressare, ihere is need for markoting, 1ronge
portation, technoloyzy, and egricultural credit to be do-
veloped,

"he writer attended a vyonel discussion anong South
Anerican vlisitors representing nsrioultural crodit banks
4n Prazil ond Argentinag, These bunkers werc cnrolled in
a'special prograa conductsd by the Departaent of Agricule
turel Deonorles and Rural Soclology at Ohlo State Univernlity,
during Septeaber, 1964, any questions were ratoed and dige
oussed which have particular relovence to this obudy (See

Appondix),
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In Brazil, there is ghort and tntermedinte tern oredit
that doas not neot the needs of farmers, Oreddr systen
18 of dual purpose i.c. for noviculiurs smd industry, Fince
there 4o preat aifference betweon commercial loans end forming
Loans frowm the volnt of vicw of profit they con Lring soout,
since industrlzl loans are more prorltable thore 1s au
incentive to lzeno more of them, On the other kend, in
a foraing loan the Lovmer gote the benefit ond not the banlk,

e to Anflotlon, there in trenendous iuecvesso in the
pricos of food %hough thio is not oo proat oo the inerease
.1n the rate of inflation which 49 usually seventy per cent
per year, Fven thon, tho Lermer Linds durficulty An having
to buy rice, meat end nilk beeoune ol tho Lo rroduceivity
of nlt frrm and hic low ingoze, She Lfoavuer's necds of
credit ore rot met by such tyye of credit systess thoush
the muliiplior cffcet way be greater in famaing loano
then in commerclel loang,

mell farmamership 1o mootly done by hired lebor,
Cooveorabive movenent exisis in the Southern yart of the
countsy, fThey woke Iomwns by thewselves tuy urh discount,
proziasory notes by the bonk, Hero, rroducticon credit is
inereasing in thia aren where corn, rics, beans aad cotion
gro raiced,

In the Annzon area, ot the Forth, the Fedewal Governe
vent extends Loons fox lon; periods of tiune whlch cxbonds

gomebines to LAfteen years, The interest rate Lo four percont.
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The loan is glven according %o an appraisal made by a Spece
inl;st and credit s plenned ceccording o o dovrolopnent
plan, It is o kind of scuperviecd eredit. Dut because of
the ignoronce of farmers, record keepings is a handlecan,
There e red tape In tho onplicotion forns that increase
coat for beth farners snd bonks, Alson It wos supgrested
that the Government‘should enpet lews that oblire private
banits to moke ccrtain porcentaze of the lowns for favmers,

In Argenting, the fterm of lean 4s tied uwith income,

If rroduetivity lg net enoush to retire 44, then 1% 15 a
questlonable investnont, There oro many owall faraers

that ere pocr snd conztitute a vroblem, Avthority should
te skillful cneurh to Lforce texes and decldo on soemathing

to control inflation, Tolitleul deelelcna ere not ira
Yowerds bants so that faveers invest in industry and not

in agricﬁlture due to hirh intecest rateo aivcﬁ in Andustry,
Inflation han been In existence for o long tine,

With respeet to the inflotionary vrobleas in theso
countries naking 3t ¢ifflienlt to nttract eapltal into orrie
culture, cxedit procrans should incorporate cerinin devices
puch ou »enaynent~ that aro geared to »rico indexes vhioh
would adjust interest rotes to £34 the inflntion rate, '
The effcot would be to shift the cost of 4nflatlon from the
lender to the borrover vho i going to be in a bottor position

because his 1ﬁoom0 16 going to Sfueroase due to the inflation,

Intd., v. 17,

37
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Governments in these countziop have the responsibility
to ouﬁb the inflation by meaus of sound fincal policles,.
fhe paall incemoe fawner sheuld not beaw the lond of 4nflatlion
end thiz idea hag oa appeal o meneyeleniers, Io addltion,
injection of capitusl indo farning cou inovecase food supply
and alew dovi vhe inflation rate, Efiielent ond relleade
ministered corienitural crodit proseens will ald the
povarnments in contwrolling she inflation walch hes been,
for nany ycars, dcsvructive to the ceonoxdes of South
Auerhony counbtrics, The destructlive nature of this 1ne
£lation 45 indicatnd An Table §1 and Chart I,

Table 11

ational Deonemie Acriculiveal Peoductlon
Tader and Frice Indox in Drasil, 1504

rice Troduetion Irice Production
Yeax inden indes Yeaw Index Index
1944 235 69 1054 10 112
1945 41 o 1655 145 115
1945 Y 76 1955 177 121
1047 5 76 1957 ond 127
1943 55 83 1955 el {124
15459 co 67 1059 316 129
1950 cT o2 19450 hoT 175
1971 T8 ol 1001 599 145
1952 a1 o4 1652 3750 156
1955 100 100 1953 1450 161

Y 2!

€3 iy . RAPN -2 [a PO | $es "y, a8 “n -~ - 1
Source: Zeanontie Lon.osuing, ?ﬂuLOHQl itongaie Inderes,
™ e FANS H -y e .. at, -y o - e CAR Y B i
USRI A G doooes seunaation, eesil, Yol, RVILIL,
2

Yo, G, 1SC4, pp. 107102,
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1465
1410
1355
1300
1245
1190
1135
1080

- 1025

970
215
860
805
750
695
640
585
530
475
420
365
310
255
200
145

Q-

CHART 1

Nature of Inflation in Brazil
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5. African Couvatrias

Agriculiure is not developed among the countries of
Africa, While some of these countries need weler ba dly fox
lrrigation, cther countries are enffering fron an oxcassive
anount of rainfall that threztens coll productivity in
causing ©oll orozien, They bave not devloped nev techniques
of euldivation and thuc traditional outzoded and unecononic
nothods of farsing aro stlill being used., Tho rosuli is
low ylelds per aere and the lovels of living are dopressed.

To rodernize farmlng and dovelop welated aszriculiurel
prograng is of prime lnportance amons the countries of this
contlvent, Conceraning asrioulturnl credit prograns, they
are Just starting In most of thene countries, Pecausn
pavings in asrileultura are very little thoy are faced with
the probleun of canitalization and thelr sronder 1o that of
how and whera to gebt tha capital? On tho dher hand, coze
of then have doveloned asrleultural eroddt prograna thatb
arc eble to ecconplish some savings in agriculture, such
a6 Ixyph.

The Acricultural Credit Zank of Enypt was oroeated by
a 20;31 Decraec in July 25, 1921, The goveraient owned L£ifty
pereant ol tho stoek wille the private banks ovned the other
half, A guaranteed return of £ive ner cent was provided
by the governnent for luvestors, Ihe gdvernuant provided

LeE, 4.5 milllon that wng increased to L,E, 6 million, Later
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on, this Donk was converted to the Agricultural Credit and
Cooporative Eank in March 1949, Some of the notivities of
the Zank to the tire of conversion ore shown in Table 12,

Toble 12
Yolune of TLoans Cutotadine Unde by tho

Agricvliural Credit Lank durine the Period
1085-42, Doypt 1583

Joar Jolune ef Toane

1045 L3, 5,212,284

1946 o5, h1, 211

1547 ' NS, T0h, 004

1948 | "Y7,305,826

194¢ "9 076,14%

Average nou 6,560,000

-Sourcot - Peul Fomthonsor, Uratit logdditles of forotion

For-woma,  Fad of wour ziovi, (nlro, 15535, 0. 2,

Soan of the Luvoriant factors effcoting the ability
Lof amall fersera to wse end repey the loona sre; Lirst,
crcidt exltondod shouldl be on o coind nnd econonic Larn
operation end, cceend, the efflcicnt cecononlce fomily type
foarn wnlt moy V2 o the bvaclis for o roundly firsnoed loan, For
Inastances

There noy be thoso sreas enlilvated by agvoral

holders who rool their Jondy res on“vﬂq end evallable

labor Toellitics Lov eeone oi erarotlon,  Luen a

tyvo of -onerollion may bo desics Jc ia dessely populated

o enadi but Lhe natural

pealally tyue wacre 1d
o on intensive basis

parees vhoere tho Loand heldduey :
LTortiliity bhilch, inly vy be en
i desivable to operale the are:

43 e ;.. =
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yot ubiliz e rodern eguinaont, and in aveas where tha
oporaidrs une nany facdlitiag in common, such as
1114nmt101 0¢uc:cu,rm'n1ulcaas draia¢go facllitles,
ronds and markots, 29
Egypt chauploned a land refora progran, IThe farmers

boneflted fLrom this weforn with Anorensas in incone,
It iz true that they bave not heoono independent
C'mlct’.,, end tlot & v} C()wj:.-l.s-!\'ﬁ.l\' IR AT o] 11n,{":'_?.\...-'\1 b aglate
OfPlCidlug in rhat 48 dn effeet o oyobe: of co11r0 ivo
farming,  Uhetihor shis forn of yvoanldlueilon Ls cosential
is questionable, o toe less, theve 4o ﬁhw"n in
pratus oo vc’] Goin 30, Ler Lhe ney formevs lave
eaonoch cq Ity comparable o that of Andividual

v

row, Doypt has o ol villoge benlzo undor tuo Supere
viglon of the Arrilcultural Uredit and Cooperative Rank,
Funotionrl contralization 4o iuvortont whore tho country 4is
lavpe or asriculinve 4o proacticed weecordiag to inteanive
mothods of produstion,

he cone situat104 exlatn in the Philivpines where rural
banky are under superviclon, in Indonesin ulbore there are
villuge Lowks, wlce bonks and mobile bonks i, in Costa Rica
end Turley uiere there sro looal boerds ond comaltteen and,

an dn Zoyet, a eredit systom is pliached Lo a ceoperative

- o i o vas

-
)“"'“31‘103 D, Curry, Uopnorat a .80 Foern Sindles in
l‘]».l Nanain iy CC‘L xo O"‘t ..l 100 ‘-\‘r\‘-;l;“: 1) . , Nt

“Loroon Uareiner, joad ‘“Jﬂ e dovaloviond 44 tho

L R A S A v v i etea-as PaS D ae et Wam om e A e ey Ty

FAAAAn Toant, 2d oA, Teshed vadan Lhn ror iniaces of the soyal

TasEiene of F'?Lfﬁ"uii~7 onal Al00lvo (Lo laz:, COF Yok, ievacnds
Oxfoxd Undverality Traus, 1)uL), Ve 5.

A0, Gradld Ao faononieslly

T ey
"O\“ "J C-_h.)“‘ I "'lﬁ”’-"ﬂl—-“w' ~l“~\‘\-"l

!)d(-""" R RRTLTH -:Ul‘*"“"!("?', ”Jn) \/Lo.-,le]L Hh o u. Lig uU 10,

wavra ... re A.".Avpn ey e La0m By sl

1959 2,



http:uixe~'vj5.,.on

T4
Loans isoued after the conversilon of the Agriculiural
Oredls Bank inbo tha Agricultural Credit and Ocoporative Dank
are dopicted in Table 13,
Table 13

Volune of lLoons Catstanding Jade by the
Lovdouliural Crodit oad Cooperative Denk Muxdng
195050 L0706, 1960
Your Voltya el o el AN volitieo ox Louus
1920 15,550,000 955 TENEARENIIR)
1951 18,050,000 1950 10,259,000

9
1952 15,607,000 19 0
1953 16,014,000 1950 22,027,000
1954 16, 55, 000

Souvcer lontuly Tuﬁicvlg ¢ Dapt. of Anwlosdtiaznl Deovonlcs &
Statintico, Jinjotry ol Ig:loaLLure Catro, Joamory, 1960,


http:Ocoporati.vo

PART II
BVAYUATION OF FAGTORS INUIDIPING PERPORIANCH
02 ACRICULTURAL CREDIW PROZRANS | n DEVELOPLIG
| CCUNIRIES

In the fiyct parb of tho factor analyesis At was evident
that tho fzotors that intibilt the perfovannco of axyloultural
cwodit vroseaus An doveloping ceuntyien oro nmelnly %hose
sonutiinting the viclous cyclo of uwiecononic undllt Zaras with
Low productivity and Lo Ancoao per capita widel ysculis
in vexy 1hw arings | i agrleuliure, the nsed to borwovw and
the porpatuaal dobt eopecinlly of snall femiers,  ilence,
tho pooduotivity of coxloulivre Lo yob at L4 ovbiauwn so
that Lormcrs voxi wunlly ob the lowenst indiﬂferénuo cuILve
of arrleulivral porodud oion,'

In countrics suehl o She Miliopines and Zoypt vheyve
Agrleulbured Crodds Yanks vucre converted into Anzvleuliural
Oretit end Ceooparetivo Lanks with Jvother docontraiization
to villago qur that nade 34 posoliblo Tor cretit to rooch
the gnall $43ider, the trond ic Yovoxd inercouing voluno of
oaplinl and other services thal eonhance productivity. This
nezng thot, with this nev arzangement credlt inscitutions
oro able to cecumulats botbtor savings noccosary for inoxcasing
produetivity in azxiculiura,
tebles 12 and 13 Andeate the voluns of capital supplied
the u"ynoi v Lamoer by the Azrleultural Dard: $111 1949 and
the Asrvicultural Oreddlt and Cooperative Fauk since 1949,
respeotively. Thereo is a troni of increaoing volune of loans
end savings alfver the conversion of the Aspieniburel Crodlit

(4%
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Bank to the Agricultural Oredit and Oooperative Bank, The

trend over the years can be shown in Ohart II,

25

23 /

21 /

19
x X
17 ' .
15 . ///x
/s
13 ) <

1

9 i

d

7 {/
5 .
1u43-49 50 51 52 53 54 55 56 57 58
Average )%afs .
Chart IIL
mpend in Volume of 1 .. Jor the Agricultu::.l eond Cooperatlive
Sourte: Table 12 a.d Table 13. " Barnk of Igypt

It 1s evident from Chart II that the tread has been
increasing. But whether this increase 1s slgnificant or not
can be shown by correlating the volume of loans lssued by
the Agricultural Crealt and Oooporative 3ank with production

in agriculture i.e., the effect of funds increase on agri-

cultural production derived aloag these years of caplital increase,

To test for the irend and its signiiicance there must
be a comp-rison ol th2 amounts of loans to thelr eifect on

agricultural prodvction, Though there are many variables



(4
That affeet production, we aswume other feotors belng conw
stonte Jere, ohl sguars (x2) tost 4s applied 4o volume of
loans and zeerued production during she period $1950-60
ac showm in Tablo 15 end Table 17 respecbtively - results
are oonpored secording to cdonificance At ooeh couo, |
To toot Lor copital cnd hov siznificant 41 has been
relative to the preoeoﬁing cxeddt voluxne of the Azricultaral
Credit Bank, Thic cenital volume is indlicated for the
period of 104549 which 4s faken as an tveraze and projeeted
in the Muture for the presont Azvievltural Oredit znl Co-
operxative Iank, LOsultm cre indicated In Tebvle 14,
Tabla 14
U:E (=%) Yeut for 4o Asovnt of Tosns Tocued
(382]

»:xiou)i‘r~1 Credit end Cooperative ok
3] “
of Zzypt oftzr 184y

By

Yoox . Volune of lozas Porcentilen Jienlficonneg

Avovore of

190451949 6,560,000

1052 13,760,000 2,140 ot Significont
ALY =~ 3]

1951 12,666,000 foh

1932 10,007,000 2,60 " "

1955 16,014,000 3,95 Slgnificont

1oc 10,800,000 s "

195_;2 1‘;’_7?’:2’(’-_"-}‘-) 5.50 "

1956 16,000,000 L1 "

1957 10,202,000 5458 "

1068 A A Nl 8,04 "

Source: Wables 12 cnd 13,
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Oﬁ the other hand, respective production (which is svail-
abielfrom 1952 on, as a production index) is revealed in
Table 15, Also, the trend is shown in Chaxt III,
Table 15

Agricultural Production Index
Ezypt, During the Period 1952-60.

1

YEAR 1952 1953 1954 1955 1956 1957 1958 1959 1960
INDEX 96 92 102 103 to7 115 17 121 127

Source: Production Yearbook, Vol., 16, FAO-Rome, 1962, p. 30.

130
125
2 120

2115 ,;//////

v ~
N 110 , ///1/
- 105 P

v . -
2100 //,/////
95 t///////

90 .
1952 1953 1954 1955 1956 1957 1958 1959 1960
Years
Chavt III
Trend of In~zrae.ing Agricultural Production in Exypt
Source: Table 15
Ohar®t III indicates the trend of increasing agri-
cultural production over the y .z, Whether the producwion
increase has been significant .. ' o.neidsr with the amount

of loan fuads issued 1953 is selected as the base year
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because the cuount of loans Aasued began to show up a8 being
alendflernt in 4hin veay, Regulta of apnlying a chi squere
(=x2) tent is ohown in Tadloe 16,

Tahle 16

Ohi Sonare (=%) Poat annlled Tor Asricnltuind

Produobiou Infew o0 tha Lenrs Iﬂ*)m10f0 Beyot
1253 aa A Dosge Year = 100

Yenr Produetion Index Peremtlile Sirnificnuce
105354 on

1954 102 0,51540 Yot S1guificant
1955 103 0, 52050 . "
1956 107 1.,13060 " “
1957 115 2.5 o "
1958 17 2,99¢ " o
1959 : 121 . 2.94830 Sidniflcant
1260 127 5.59300 "

Souraad Tablo 15

dowr, conpardng the results 4n Pable 14 2nd Table 16
1% 1o clear that in the first case thot cnountn of loons
extondod bazen to ho of siznificonce in 195% 4.a. in obout
Tivo yoars elfter the conversion ¢t the Agricultural Ceedid
Bank into the Arszlcultural dxodit and Jooperative 3anlt.
In the gzcond cnae At tock anout % yoors Lo »ryoductlon
to Da of slgniricavco afier the yoar 1953, The extya yeax

is the log perioed reauired $In production,
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Thouzrlzx this situation indlcates the inrortonce of the
trend of arviculitwral credldt in some of the devoloplng
countrien it 4o wart of the wnole pleture., lIccouse, ag hod
beon dicdonrsed in the caze of Turieys waera monazement 1s tho
havidicep end the coune of groet defonlt on loans, these
gountrlos Liud dALLiculbies in one way or another in pgote
ting needod amounta oflfactora of production i,e,, land,
labor end monagerial abillty.

Therefore, those oo nuries aro s861ll in the stago of
incrcasing narsinnl rewuras which is the first stoge of
lrrational d{flClluUT L preduction, There 1s laook of exlll
requivred in coxbindng ond eceonoxdizing on prosent resources
ond doveloping thett to tho optiaua, On the other hond, in
bhe eane of emall formerg with suell wndds of laad, factors
(thgt are indiviciblo %o be rccoxabined eccononically), oihew

factors belng constant, thoy are not ceting irrntlnnully.”‘

)

*1uu~l 0, Heady, Zeeno-ias of Asrionlineal Feoduction
ond_Tand tae (Brrletiood GLiTis: ,rcuticcw oll, inc,, 1964) ,
T, 950




PARD TII
PRIORITIZS ALONG PACTONS INHIBITING POIFORMANOER
OF AGRYCULRURAL CRENIT PROGRANS
I DUVELOGTIVG COULTRINS

It io evident from tho factz glven about sample coune
tries concerninglfnctors uhlbiting tho performance of
agrioultural credit progiam, the vicious cycle of onerating
unegconomnle walt farms with low productivity, Llow income,
lov savings, thn nded to borrow and L£inrlly, tho perpetual
debi is comaon to all develowing countries, Ability to
break tiie eyele at any polnt has the priority. Provision
for maling ccononic unit Carun sceas ALLficult 4in some
countrlcso enpeciully where there is great vonulation prossure
on land mich ags in India, Iﬁ thls caese, income per caplia
might Yo Inereased by neoans of increaninsg sovings 4n agrle
culture, @hisc night hely soxme farmers 4o increase thelp
farm unlits, In the United Statos, agriculiural erodit
gyotons omac Into Lelng altexr the Lrontier land wes over,
This 13 to be discussed 4n tho next chanter,

Therefore, inereasing savings in agriculture has the
priority as far as individuals are concorncd, Lecause, for
economlc developuent to take place in devoloping countries
and to divert resources from immediate produection for
conpsunption to bulldingz use of vroductive yovwer necessitates
the production of fixed canlial instead of consumer's £oods,
Aloo, uonre of the working capitel along with durasble capitel
are necded during tho process of growth, Luerefore, there

iz o greot need for provislion of liquid fuaids to keép the

&1



82
productlive nrocess moving, Yorveien eld helpo in fha fixed
cepital while egricultaral credit extended helyps in poavings
appliecd a8 a workihg capital required in sgrioultursl ine
ausiry,

But At is loportemt to reaeabor thab,

An dnerezeo in the quantity of eredit is now likely,
over all o lead %o this result, Accordingly, we placo
censldereble siress on tho quolitotive aspeets aud
qu&]JLﬂuiVﬂ o”fO“L s, We plve specdal attention to
the cntebls ent of Anantitotional eveald irnelnding
the uawn'o’~cnt ol coorveratives, of boins itoelf on
1”:ﬁv“ hov or cuslitotive i)yLO\OﬁC“t ox prlue .y

uom wnma. Thin Ao wsuelly o wrercqulsite LF crodlt

26 to be nere adeguete ¢nd choober, .av_’u-, ('11'\11"
Credit ot be 2o desirned o8 o sive sirong pos ¢uivo
Induceiont to fuproveranin in fore ir(‘-..‘v:z*’u“'(\", i
sbibuo¢on oad onpanldsation, ond bo ehnncen An attie
tudesn Itn clrvidicnace 4 zolotion to Tovn operabions
i oLvﬁc cacuyi invofnn oo Lt provides the necessary
Tinonee Lo sfnproved eolinrel preeoticen, T4 coa algso
provide the finouce fov instituilionsl chnr-eg such
oo tenmariol wolor: oad iﬂprchv'otr in nv;g:iratiou;

Y

for cuouple, 4n sarieting mnd proceuning, '
In a conference held anong 3Southanst Asian noation
to strengthon agrienltwral’ credit, ocomson footors agreed
’ T
upon &8 Inhibitinz the porforiance of arsricultural credii
progrong in thely countrlics were arranged cccording to
. 43
prioritien as follous:
1. Incereasing Capital for Apriculture

2, OSupervision of Cooperatives and Credit Institutions
end Tes ining of Ferzonnel

3, Tliaking, Scrvicing and Colleazting Loans to Farmers
o Credit for Svcclial A-clcultural Activitien

He . Tane Rola of Government in Azricultural Oredit

L2,
Horamce Zelshaw, op. elt.,, ». 23C,

&5,urc;,unnnin" Azriculbtural Creddt in Southeast Asia,op.

»Y N )1#")

glt.
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Taercfore, inorcasing capital for agricoulture was the
noet importaant factor to be considered, Froblens involved
In this Laotor were indleated $o be tio follouing:&a

a, Lock of enoush eaniial fox syriculiure, in short,
mediun and long tera,

b, leed for an effeotive educational prograa to
devalop or dnoranse savings and a nlanined prosram
of crxpendibhros,

0., #eod for preater develomaent of Lone industrlen
20 ag 1o slve more income to formern,

d, Yack of a well orgonized narketing syste:

I8

e, Frlorlty or cqual treatmont Lor suall or lov
incone favaoers,

Theso problems exist to a vorying dozree in all the
doveloping countries, In some countries, there is also
o lack of coordination smong apencles that have been ca-
tabllshed %o assist the developaent of egriculture or

agriculiural credit,

A
L‘;Q;ﬂ., p. 51



CIIAFIER V

URITZD STATES ACQICULTUAAYL CAUDIT YRCARANN
ARD T PRODLIGT OF AGRICULTURE

Sinco 1942, tho United Otates has been extending

toéhnioal coshstance to devoeloning countrien, %ho nain
essistonce started after Vorld Ver II, and in 1949 as tho
Point v Prosvon,  Boetucen 1949 ond {951 €he nane of thig
progyam was ohaugsel o atual Sccuritylﬁdministration,
Intermatlional Coopefation Maninistretion, tnd finally in
1961 L% was chamzed to Azency Ffor Interaationnl Davelopw
nent, The prozron has stronsly caphinoized ccononlic develw
ornent plus nilltary aesigtance,

In addition thaere have been other regionel ond bile
steral prozrans, Thoe eins of thane prograns have been to
provide outual assistonce to holp duprove ccononilc condlte
Jong of developins countrics An Anda, Africa end Letin
Lmerioa, The countelces thoat hoave provided international
bilateral ccenonle ald In the fore of pronts end loons
to develoning countries are indicated in Yalle 10,

Grents and loons way take the forma of providing seore
vices both in kind or provision of cerital {to thesce countries,
Frovicion of sexrvices can bo acconplisihed by sending tech-
niclans %o the desiznatoed country to convey thoe teonnloal
csglstance that 1s necded,

Ao far as agricultural credlt is concerned,

~There ars only 46 parsons in the noxro than 1600
erpleultural tochnlelivue oparvadinsg the arxlonltural

toehmlenl asplieborce coctions of the I0A vorld wlde
conceracs dircatly vith develosinge orrleultacal eredit

-

Anstitutions., Shis is condined to 30 coumtrleda,

B4
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Ta0le 17

Intematlional Dilateral IJeoatnic ALd o Underdeveloped

Countrlos by 15 imjor Oonbtributing Oountrlies, 1960

' (In ¥11lione of Dollars) ,
Qountry Grante Toang Repayments
fastralia 9.2 1.7 -
Belglunm 66,0 - -
Oanndo 48,1 - -
Denmari 0.7 - -
France (1) 697.0 87.0 19,0
Goraeny Madersl 6,2 7.5 16,9
Remubllc
Italy 3,9 156,08 10,0
Jayen 2.5 78,06 o
Fotherlends 28,2 3,6 -
Kew Zealand 6.3 - -
Foxway 0.9 - -
Sweden 1.0 - -
United Xingdon 165,0 176,0 22,0
Undited States 1220.0 722.0 220,0
Zugonlavia 0.3 26,0 -

| Total  2400,3 1190,2 287.9
Totes (1) Frovisional Pipures
Source: United MNatlons Statistical Yeanbook, 1961, p, 455,
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”hhrn pee nonrly 100 encasad An aotiviltian bordering
on bue davelornont of OOQNC?“biV@ inabitutions of the
ovedit nmd navkoetine voriotr,  Thoos voviking ddveetly
in orelit ore nmainly An Lobin faericenn eoimneles WAth
17 rorsons oo envered G C""*v'ﬂ‘q, thla hedne the
larsest contingeat dn any eounsry,  vae Nladle Moot
At dor Yeat nresa bove aarintlincs off U L, nornennol
enpoced An develowpin: eradiv CULcgLuen,  waoye g no
brﬁlhvowﬂ avnaitabla oo owo Wt st of U5, ennital
funds, othew then the conty of porsoancl bohlnd

thece elforis,  ifvmrer, dn Bhe ecoviler Tolat LV
prozrass, cobotontiol dollar fundg evo ninoad hebind
the ”ﬂOLhﬂl gbractnre ol pevorasent Anstitntlons
gunnoriiny varal oredit, porticulavly in the Tulle
wpylno‘ Jerdon md Fran,

fha wread in estoblishing credit systons in developing
countries has been to une nodliicotione orf tho opperleultural
Credlt syabtoen in the Unlted States, and in many cases try
to transplent thiﬁ grsten aliorether to it a country that
heo o eafierent situation, COredit yprogcemn have boen
patohlioned 4n the for- of indercindent cooperatives aad
othar sovermaent sponcored or direcd rovornnent operated
croilt ayobens,

7o trenmcylent o cyoten, oae hags to tidnk of.tho
cunvironment vzdor which the systen was desligned and the
corditions amd factors involved in the ececonplichnents of
this ayoten, Tho anvieultural credit sycten chould have
the hicheat prlesity cad be one of ecericnltural Inpitliutlions

establiched An developing countrlods,

i Gepa

by A r.on'],tn;"\'l (‘“f'i:‘.-f’. Review of

nwor;qd L, incornedional Cooneration
toan O Gtnte Univorsity, Auzust 1501,

1SLcnlov madr
Solected Ivoleats 31
Adainistration, Hicl
p. G,

N
i
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‘Ae Porn Oredit and the Prollem
of Tenomey 4in tho United Statos

Congreoa over bthe years has enacted moiny measurces
tg agslint bonanta in enriculiure Lo becono OWMET oparators,
Since the 2evolutionary VWax, there have beea thred periods
of loginlation partalning to the developmont of tne

agrioultural credit systen in the United Statos, These

ey

J
threo pariods wore:d”

1. Governaental Land Creddt fron 1787-18620

2, .’e)ovelbpt:ontn boyr hmi ¢ abount 1900, ncluding the
orcatlon o tho J;rczal Momy Loan Systen, oflorts
of tho Covernnent 2 1 reclanation

Yo settle favners o
pro jeets, aad state L ¢

7, e syotens bopluning ulth legdslation da 1933,

1, Mivagb Period

In ordayr Sor the goverasant to recelve rovenue, scttlers
wore offered credit to purchnte publie lands 5 they had
o sulficlent dowa paymont, Mithoul eredit the setilers
would hove beeun unubie to purchase theso londs, In the
borinaing tho tera of crcdit vag for owe ycar ond later
incrensed to four years, An dnterent of slix por cont ves
charzed on the belance outstonding alten coen paymont.3
Mrins this perlod there vera neny delenlts on loans
and thua repoayacat wes not proupt, Ultinately Congress
intorfervald ond tho credit provisions verce rollfled., His-

toricclly, vhen fo ruezs have gzotten into dilfficuliy Counzrets

YA1liom G, lMurray and A, O, felocow, op. ¢At., ». 458,

o Tt

v,
‘Istd., . 459,
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hag often boen called wpon to vineh roliod losinlation,
aring thig perlod thoe governuent wmrovided fox noratoria
on louns bud 9till sone Lfaruers were unable to neet the
paynents and thug the goverment foreolosoed tho lonng
ond Toox over sonme of thae land thtl Lad been netiled,

Thio {irst perlod vas £ollouced Ly declodve weasures
to alleviate the probvlen, Tue passase of the Homentend
Aot In 1352 yoo for the pwepsse of dlopasing of public
lend on terns that unde erelit Lor purdhuwo 0l Tamng we
neeessayy thousn famy eecdit was necde:d Lfor overation ond
lurrovercat of these Toras, iut wvaen the frositlier proe
dustive lond was gone, tho price of lend Lesan to rise oo
that 44 doubled within o decade, This boousht on tho
problden of wesoeney ouce agoaln,

2, eeond Pawicd

fho ot Luportent Ineldent In thisz perlod uan tho
rassaze of Fedoxel ora loan Mot ¢f 19216 wileh eatablisnod
tae Fedcoral Lond darlis ond Joint ntock lend Lonis,  $ho
rurpese of thiz act vio o provide Lovuers with credit
and thus ennble then to rurcihnse lend, It olco providod
Thea uith eredit to purchase livestoei equipment, btulldingzs
eud make Loprovernents on their ferns, She avers;o size of
fara cortease loann ucold by the ederal Load Danks and
other lendeors 4o Andlceotsl o YWable 19,

The teoxrm of crodlt ot 4hls tine ves ro. five to

forty years, This nade it acceptoble for faraers since



Table 18

Average Size of Farm Mortgages Recorded by Scre Lenders
United Stetes, for the Years 1940-55 - , i

rederal Land
ilanxs and
Federal Fearm

All Insurance Hoxtgage : Cocmnércial
Year Lenders Companies Corporaticn Individuals Miscellaneous Banks

3 3 5 [ 3 3 .
1840 2,370 5,7¢cC 3,820 1,670 2,830 2,000
1941 2,580 6,000 £,040 1,840 3,330 2,090
1942 24790 6,320 4,310 2,070 34380 2,270

c43 3,160 6,760 4,560 2,620 3,350 2,610

1944 3,380 74160 4,4,0 2,830 3,540C 2,830
1245 3,560 7,110 s 520 3,180 3,780 3,650
1945 3,870 7,7C0 4,540 3.680 4,330 3,44
1947 £,130 £,160 4,640 3,750 4,430 3,510
1948 4,290 8,730 4,610 349590 4,180 3,500
1849 4,280 9,170 4,600 3,8¢0C 4,010 3,360
1950 4,700 9,760 4,740 4,250 £43¢S0 3,740
i951 5,350 11,260 5.36C S,OSG 4,550 4,100
1952 5,630 12,260 5,820 5,240 S,050 4,400
1353 5,510 13,52¢C 6,110 5,240 5,470 4,5C0
1654 5,570 13,720 6,040 5,460 5,390 4,540
1955 7,100 14,850 7,980 6,526 64250 5,050
Scurce: Farm Mortgage Loans Held by Life Insurance Companies,

United Stetes Lepertment of Agriculture, CCtober, 1957, pe 17.

68



50
they cun cnortize a large loan over a long poriod of 4ine
more canily than-ovcr Gorter periods of tize, The tovn of
Poderel Lond Zani Loanz reletive to othoer farn norbense
leang s shewa in Table 19,

The Yoderal Lond Soanks issued lomns at a very low
Interest rate, This encourszed farmers to borrew trencndous
anounts of money fLronm uai cirundt nysten, Interest rates
for farm mortgase creddt providod Ly the Pederal Land Dank

compared Wt other lenders ic shousn i Toble 20,

11 gseems that the Pedervel Lond Ionka oflerced thoe
faraers o groat creddt service to enable then to btuy land,
Lovwevor, durdng the first Live years of establichaeent,

Leom 1917 through 1021, only cignteen peoi coat of the Pede
eral Lend Jomuzo were uade to purchase land, In succeeding
years, tho percentage was even louver, ab Lt everaszed
approxinately cleht per cent., It was not until 1227 that
the perceantage rose above twenty.‘

In additlen, Pelderel and State Covernments passed
other Aets, whercedby credit wes a2llotted to settlers fox
irrigation projects, " Loans were issued generausly, at a
state level, to ocuable formers to shift froa tenanoy to
omershlp, Iut, there werc go many defaulﬁs on ioans thatl
Congress was called ﬁpon to iusue moratoris and extend the
term of the loans, This proceduro was a fallure, beenuse

officials in charge of the stato agencies vere near tho

1 .
*1p1d., p. 462,
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Table 19

Average Term of Farm Hortgage Loans Recorded by Selected Lenders
tnited States, During Specified Feriods

Faderal L.ond
Insurance Banks & Felfe Conmmercial

Years (FPericd) Companics e Coxperaticn Banks Incdividual Miscellaneous

Yeurs Years Years Years Years
1917-1921 75 3069 267 307 L4e7
1922-2%6 a7 29.6 245 33 5.7
1527-31 8.1 28,8 2.1 3.1 4.7
1632235 7.2 207 1.5 2.9 £a3
1845 itarch 15.0 2205 4,5 4,9 10.5
1249 ierch ) 17.2. 25.1 4,1 4.9 €3
1951 lMarch 18,7 24L.7 Lol 4.9 10.7
1953 March 18.1 24,8 369 £,o,8 7.1
Source: rarm ertgage Loans Held by Life Insurance Compenies, uUnitecd States

Deoarement of fAgriculture, Cctober 1957, pe 23.

Farm Mortgage Interest Rates ield by
United States, for Specified Te

4 : Cther Ienders

: Feceral Len

e U Bonks & Fefe Insurance , Companies
Year Lenders Me Corporation Componies Canks Individuels Misce etco

A P o %= F % %
192G G.1 oL 8 65 5.1 Ge3 6.2
193G GeC 564 S5e7 £,5 6.1 6.1 602
1340 4.6 3. 4.2 5.5 5.2 S.1 563
1250 445 4.1 403 S.C L5 - 4.4 47
1551 445 bGold 463 5.1 4.7 d4e5 &o7
1652 465 ) 4.1 bod Se.2 L7 446 4.8
1853 L o6 4.1 4.4 562 4.7 2e6 Ge8
1554 4L o5 L1 465 5.3 4.7 £4.7 £.8
Source: saricultural Finance Review, United States Lepertment cf Agriculture,

Leshington, DeCe, Vele 2C, april 20, 1958, p. 100.

=

16



a2
clectorate and warn too ontlaistlice In extending erodit,
Aloo, stobes were uneble to dzlunee galns and loages lnat
were the result cr'yimld and price fluctuations,

2. Thixvd Toylod

Tvo sobs vere csacted at the beginning ol thls perlod
and have besn fuanebtlonius since this tiae, Thegde acls are
the Fmerrency Zara Yortzese Acb of 1923 winleh provided for
the Land Don't Sonvlssioner Ioanz, This was felloved by on
gnendmont 1o 1249 vhifeh luorensed Federal Load Tank Loaag

sizty=-LfAve per cont of nowanl asrlculiurel valne of tue
Lory including the improviements, The second a2ct is the

Lo -
;1

PamhoadeTores Mnrn Tenandt Aed of 1937 pad the Formioero

Hona Adpintstratlion suendizent of 1945 wvileh ecatablaned
a procran of loany to tenaunts to buy farng, D
L v

There are four .aatorn that bave Lindared tho accon-
plishments of thia povemusentel furn crledlt sysien in maXing

’

e tenant an ovmer onerater, These ave

o")

1. Croddd Ao extendod senovousnly edpec jally et o
v 15
atate level,

2, Politics and fara oredid do not ulx well.

3, Mhe 2150 nillion extended froa Federal Land Zanko

and FHL fn“‘u-o:v‘ﬁvrlwﬂ'w cnd dnoured loonn, hog rc)t
had n oly e fcoi ginne tils coount is les v that
cne pon 'f-nu of Ghe velue o lond ond veilliugs on
tOﬂ"Ut"O‘”r"LO\ C VNI . Alno tac iﬂcL that 1003
tonrnss are ot In o opooitlon bo vooizle owrononlp,

A, Irice Llvetuatlioens wnd tho riadng Lend valuoo

dopagy )
Ihide, p. 400,

O1n1d., pp. AGT-4G9
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mreast the central wmrodlew in fovrr eredld, WAth
fara credit vestrictoed in high price perilods, it is
roangennhle Lo look forward to 1 oatisfactory change
{ron tenancy to ovmershly,

B' 'ﬁn-rvr{ aps Lo Aro-‘aj (\1111[.11“1" Credit S,Yg{()n

IISTRARLIRY Ao

Ao hea been disenssed at the beclvning of this chapter,
thera mre avoub 170 tochnlelons wder the ICA progren that
have tho responsitility of transferring U.S. Agricultural

eredlt and cooverative progrann throurhout the developing

1=

gountrice, Thoy worl cooperatlvely with the authoritices
and personnel of the governnent concorned, to devisa oredlb
PLOsSTANS,

oftentines, the technlelans try 4o trangplaat the
U,5, asrleultural ecradit systen to any rarticulay country
without notice of the contry'e existing conditions that
dif:or preatly Lrom that of the U, 8, Tor instancs, in
South Anerles and An Yra~il in pexbicular, it was indleated
that 2.5 per cent of the landeimers poadceds nore than LAy
per cent of tlLe land, The vest are nostly tenants and
landless farnmors, ‘Also, thare 15 political instabllity and
fluetuatlon of prices and vise in tho value of land due
o the high pomilatlon pressure too,

In aldliion to tlat, Inncvallons in agelenlivral
technlques are weandngless withont onougﬁ funds to put
thea duto sractlee,  Lack of coavitsl is o characteristlo
of tho;o oouvir1oo ecgpecially iu the asrleultural sector,

thepefore, there cxisin nany barrlera %o cfficiont arricultural
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0f
~epplication of systems thal requlre supervision of loans,
ote,

© 1L, The toudency uvon the pord of techrdeians to dupe
licate the systen rather thon adeph the priveiyle to locel
conditions, |

1%. . Lok of ocapliial to povernments whlch 1o the moot

Aunportant vihereln o developacnt plan a »rioxlty is nade
between nonengriculitural wrojoct on agrioulitural program

and so Tthe asricultoral credld pregpran ie retorded,



QIAPTIR VI

CORCTITION AT REJOMINDATICHS

anolunion

There are many factors that inhibit the success of
agricultural credit programs being introduced into these
cowntries, The most iaportant of which can be 1listed in
the following manuer:

1. L&zck of enoush capital for apriculture in short,
medluwn, and long term, ' '

2, Xeed of an cffective educational program to develop
or increasa sovingss and s planued progron for cxpenditures,

3, lMeed for -greater development of home industries
50 as to give more income to Lfarmers,

4, Laeck of a woll organized ﬁarkoting systen,

5, . ™rlority or equal treatment for snall or low inconre
farzers,

Mote: These problene exist to a v rying dezre¢ in all
countries, In some countrics, thare 15 2lso a lzok of
coordination pmong anencles that have been established to
nesist tho development of asriculiure or sgricultural credlt,
All the above meutioﬁed foctors can be listed under the
heading, “"Factors izhlblting inereasing carltel for esri-
culture," As a result of that, poverty ostricien agrarian
atrnoture 419 a feature which can be charaeclerlzod by:

1. A great denand for enpltal and low eupply of 1t in
most o these countrloc, As a »esult, noney~lenders charge

96
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high rates of iatorest, Thls in nart refletbs the abaonco

J

of any offactiva alteraative souros of eredld, aad i3 asunthey

‘-

part the grastar ris’s $ab agrlealtaral erelit 2avalls

palative 4o othor meanz of Llnance reguired for other 3covors

of the wcoinony. Tae agravian fzature 1s charagterizad by
i e - - . Ny 2 Y oy P )
goabttarad a0l units of pooluodlion, lgn parlads rogalvred

" [ I J .
Adreins tho process of meoduotimn and inelllelent asand ol

S s iy,

praneonxtation and cosmanteation batweon towne and bioe

D, Tane omall landewmor lachka adsguate enedld facilitioes
e soasonal ruyihn whereln ke
forvier 1o wreanlored ootk of the Sime dupias the year, This
eonmela his to o Yo shoniespéer,  landloxd aal mongrelenisr
shore Anteranst raben olheontinen renoh 200 DOT COnY, 8w
peolally 47 ha bas wot encuzh seouxrlity o pledge, That

45 why the fneeer oot anoxilze his loan und‘is conrpelled
to spend a groat vrovortion of nis incose for iaterest, Of
course 1ittle is leofh an 2 rescrve ured which vetlter farming
ro8tn,

3, Leadloxd abrenteelsn sad stareeropnlis togetlher
with great devendence o pgriculiure on weaither condlilons
complicots tha problen further, Thls reguiraes w good
moenagssont and qtalificd anreonnal o plaw shead aald nave
tho reeulrad risk-benring ebility touards this- altaation,
Controrivise, the responsible Sennut has ne Lacentive to

cultlvats oud a3 o cousasueunos, inabllity o sove swuich g
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of prime immortance to uave & good perforaence of ngricultural
oredtt prosrnmg, |
' f, There Ao lack of on offestive sducational prozran
to Ancrease covings and to »lon for eroenditures, This hag
to be done esyneeinlly in asrieovlturel colloenes Whisre saving
gocleties com be practiced, This sives o exenmnle to follow
vhon practlelns arxicultore. Pronotion for savings in the
rarel svess thould bo done vhaveby faniliass cul on taelr
Lanlly ernonne 1L thoy con,

-~

5 ae™ of hone Anduantrlas that nnay ~dve nmors incone

.

to fernera, This 123 noaded ezneclielly 4o arena vwhore {armers

ore uncnployed and coanolt get cerelitv focilitlen oleevhere.

Home industries ave important, sinee they cre tha mueloun
Tor o bild Ladustry caraeially oftsr amrleuliural dovolope
nont,
6., Tarioting sjsten 49 very An2fficiont an? oftentinmes
)

the nmonegz-londer (vhoethser o laniloxd, acerchuat ov 2 shop-

keajer) rozcives the produce at o »rice forced Ly wia, As

o]
oy

& conazeanence, the ialividaal farner 4s in nerpetoal dobdbi
and revolves in g vieclous clirele

T, Azxricultaral developaent damends to a sroeal extent
on the arvlieultural educatioyn, o-ricultural extension, and
researeh stations and tle eceordination ononz then, Ao %o
aaricaltural racoa*c‘ stationg, nost of the governnonts are
poor %o eotablish such an esoentlal axrleuliural fuuetlion,

Mo result is that oftoen the econexle and coclal phases of
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holtin~ tha nota Llevor of Aavralopennt,  Tonanalon of canital
roagounans waouttag Lha guantion ol a4 Wtooatorr ranpla
mihlle homwearing at hone and abrbaﬂ. oand
on onueaninn, daavings faresd by Joveavnaentecaneroted ind .utLon.)
Jeconmondnattong

Pon ooelenlhural aradit, I Jol wcaks B o B4 T W0 EoT e XoTo24 Mg X
indereloniuy amatinden, matharitien An these counlrlon
alioul? oot dam She fellonter Pacta,  "Uhaas fasto ean Lo
taken an erlterie for success of noriculivral credis progyreoms

1, Crodit ﬂuoa’ﬂ he econaldered ne o provisional moong

of social holn, fhic neavs that credit chould be a

complinmentary adddtive to otusr rosiowzconenle institutions

»a

For instonce, thore is inadecunts dist+ihuticn of land

tenuro in nost ol these countries srs enraroed in sorleulture,
Also, the majordty of these farners are of low izconc groups,
whith less lond avalleble, To provide cazlinl for these
low inconme groups to purchase land Ls dAfficuld =znd anrears
impoaaiblo,

2,  dArst consideration is piven to the oqulty ratio,
Thls rmeans the cacunt ol eapltal preveiling In tho eavings
and, opluing s in agriculbture tp that reonlee? 4o finnnee a
Favi business,  hils ratio hacomes Low ﬁharc Jead A supplied

to tho favsers,  This 40 exactly vhot hoopencd 4 4ho

Unisod OHiateu in lte earlier deendes whove the oculty vatio

L ™ e TTE I
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“udiard S, M"cn, Teonouic Yloaninz 4n zdey loyed .Areuﬂ
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wag small due to the new luond that Was supplicd to Larmers
acoorélng to tho Governmental Lend Orodit Act ond Homestead
Act rompeotively and thls bas been discussed in the previous
chapter,

The same thing has happened in Iran and in Egypt.
In the Varamin Ylain ZXxperinment in Ixan, whoere the Shah
distributed his fortile land as belng oroedited to faormers
and made a tyoe of land reform progran, sponsoreé partly
by I.0,A, (Aid)., Tt hao been o sucecessful experiment. In
Egypt ton, land roform has been practlced whereby several
landholdors pool thelrivsources ead avallable labor for
econony of the operatlon under the cooperative supervised
noveneat, It has been o desirzeable way of doing 1% ond bhas
heen appreciated by the farmers themsolves, The densc
population in Fnypt and the fertility of the Mile gave rise
to thlg yrocedure,

3. The Aprarian struocture in devéloping coﬁntries
1s risky, due to ohangeablo weabher conditlons and depondence
of agriculbure wmostly on dry farning, This burdens tho
foarmer and lender with pgreat »isk, end affeots intervest
raten and money supply., Also, sometines many consecutive
dfy yeors way follow thet makes production uncertanin to
P&g Lacner and 1cndof. As a result, savinge in egriculture
f&fé gmall and londers cannot meet great risis, So, credit

i herdent to get when 1t 1o needed most in suech situailons

and 1niraepression years, During such instances Governmeabs
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can take largor chances snd have greater risk~beariag
abllity then privete Lfirms end individuals, Usually, the
govornment can play the larger role in credit rationing
than in eny other oconomic notlvity, because they can
regulata credlt according to imposcd voluntery savings

IL the Governuent is involved dirgetly in o loan
progran, the loans ghould be limited to forzers who cannot
got orodlt elsovwhoro ot yreasonable rates of interest, The
objective of a'sar0ﬂvi sed agrlenliturel erediit progren should
be Hto gcalot operators of owmall and neldivn glzo
bo successlul Lovn oparators that groduate to handle other
gources of credid, In this éase, the Goveronent should
assune part of the wisik by providing loza funds, and raying
part of the cost duncldent to tho ecdninistention of cuch a
progran,  Sueh maasuyoes ore concsidered in the xugcrcst of
the publie policy for improviaz the cconoxice “Ld osoclal
position of 10" incomo fonmners, @u%, 1% 49 inyortent to
notice thot a superviscd agricultursl eredit prograa lilke
that of (Pi4) Former's lome Aduindotradion cannot bo applicd
to 2ll farmers in any partioular countyy, tioung h rost of
then are in the low Ancome gyvoups, The prograsm 49 expensive
if 1% is to be carried officliontly and no country can apply
it on a lovpge séalo with great suecesa,

4, Gove;nments in developing countrlies cannobl neod
needod erodit. Such couatrﬁog phould have the respon cib¢lity

of jugt putting. the prooess in wotion, Thoy can alloocate
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loan gysteuns ooopgratlve organizations in ﬁell developed
“countries L8 more siznificant than other eredit or financial
ingtitutions, This indicates that this syfom can accunulate
funds and promising in ocupplying the major part of credit
needed to develop agriculturs in developing countries,

6., Oompotition end private enterprize were not able
to provide gome imporiont nceded service, Jor ingstance,
markating of &gricultural procuctlon hag been met by
cooperntive narketing, S%411), 1in Indic ond China and other
devdoping countrles, cooperative ocradit 48 much wore Qo
voloped thnn cooperative marketinz, Dub in poneral, it can
be said that developrment of narkoting activities of forners
coopecratives gencrates o source of cepital for asrleuliure,
For instanco, when the cooperative joinily norkoet the
aecrioultursl product for members, the procceds of nnles are
credited to the rcspéotive nenbers in the fora of a mavings
depogdt ecocunt, This forms the nueleuws of capital for the
nation, |

Te Integration of eredit with marketing an%bupply is
pought to bring fort® the succoss of both anrieuliural
eredlt end marketing, Oredit, on the onc hand, strengthons
the positlon of the farmer iun budgeting his fara practices,
Iﬁ thin case he can escape the low prices of unfavorable
condiltions, and proteo® him ageinot exvloitntlon of tho
noney-lender whether nerchant or shoplkeeror vwho wsually

oontract tho produce at very low prices, On tho other handg,
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"mérkbﬁing offiolently makes fdr better security and systow.
-matic repayment of loans, The same adventages ore sought
Byilinklng the supply of farm requisites with credit and
marketing by means of increesing the mmount that can be
bought, insuring bvetter quallity and prices, and as a cbn-
sequensce melkling better provisions for repaymont.s

8, Do#olopmont of cottapre industries is ionrﬁant
in rural cormunities to provide emvloyment for farmers and
thelr families to increase thelr Incozs, Produets of
cottaze indusiries, on tho otuer hand, can be s0ld by means
of cooperative ravketing chamels, by Joint action they
can repline reasonﬁble price and falr contracts from manue
faoturers,

9, - Attention should be given to basio privoliplen
that ooordlnato agricultural erodit with othor gervieces in
agrioulture. These basle prineiples should Go with the
agricultural systen that £its the country best, YTho systen
.8hould coinoide with tho gencral sltuation of the country,
It nust be edapted and worked out for the country. It must
be in 1lno with the kind of securlty and morbsnge arrango.
nonts that make the epricultural orcdit vork in the country,
But, as rogoards the general principles, they ore the nane
and can be upplicd in both developed and doveloping countirioes

caually vell,

SLakew tirlze, The Role of Connerative A« rienltnral  Oredst
An Teononie %au"o et %11*]ir";13~_1)_f;*{ Tomad wr.?"ow VLEN onoiRL
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APPENDIX



ATPENDIX
o PANEL DISCUSSION

Q. Yhat kind of credit do you have in Brazil?

A, Produotion oredit, ond intermediote credit to
improve livestock especinlly dalry cattle, Credit is glven
per coffee trse or head of livestock, The term of loans is
oleven montho for productlon credlt an? three yeors for
livoestoolk, ‘brodit does not mcot the needs of o farmer,

Por instence, credit 19 not extended fully to 1mprovq_a
barn for a fermer who takes a loan tb buy‘oovs, from a

certain agency. If ho goes to other agencles for this

purpose ho night not get 1t as wvell,

Q. What can the rosponsible employee do for the
farner in this cape?

A, Personally, he 1likes to help the farmer according
to what hé necds end vants,

Q. 1In your particular situation what oan you do in
your Job, if anything, soon to bring this typc of appraaoh?
What will be the first atep to demonstrate to somebody else
& plan or neens that will 4nprove the vhole sltuation?

A, inflation makes us feel some fears, One likes
to say that we should look first to the general interests,
There 1s great difference between commercial loans and
Afafming,loans from the point of view of profit they can
bring about.. Since commercial loans are more profitable
there 1s on incentive to igsue more of then,

107
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Q. You can convince mancgers of credit banis that 1t
con he worthwhile to extond farming loans to a good nanager
who laoks somo factor of production to apply iv his farnm,
Gan't you maxe him 2 type of pllot project depending ou
scientific procedures that will nmake this famaer repay
the loan in oix nonths instead of {welve wonths on other
tyﬁes of loans?

A This is the Job of the extonazlon service,

Q. %hy are manageré of bonks resisting chonge?

A. Tecause in a2 farming leoan the faracr gets the
benefit and not the bank, Decauso the rate of ilnterest
on ferming loans 15 Lrom ten to tuwelve per cent snnually,
while the return on commercisl loans is forty~eight por
cent por year,

Q, What ere these commorclal losns used for?

4, They buy fufniture, and somctines buy cars~though
this isc not stated in ﬁhe.application.- Industrial production
48 bought. |

Q. Is theve any difficuliy, in having this trenendous
industry and increase in population, in obtaining fLoo0d?

A. The increcase in prico of food is not es great es
the increase in the rate of inflation whieh 13 usually
seventy por cont pef year.,

Q. fHad the farmors given up?

'A.. Nio, thoy mre still in business and ave ongaged in

their ﬁork. in Ssupalo, the wage has not kept pace with the
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- price dricrcase. A fermer finds difficulties to buy rice,
meat and milk, DRecausehe farmer i not apprlydng fertillzer
his éupply iz decreasing, Sometiaes o Tarmer ifnvests his
noney vith o contractor ln a factory. IL a busliness nan
holas § 100,000 vorth of cenent and delays sales for three
monthy, he geto a return of ten per cent out of whleh three
to four per cent i fof storape facilities, ete, Banker's
Lend noney to Lusineus-men by meanwt of discount to maintain
the value of thelr moncy.

Q. Given this situation who is going to buy the
produots of Industry?

LA, Inflation fecltoxr took care of 4t, TYeople have
migrated Lfrom rural areas to the urban srees and there
has been a nced to bulld houses end reguire other products
of Qnduqtry exeept cars that ere bought by uvpper olusses only.

Q. It peens that the short term credit for induatey
and the long tern creddt in agriculture constitutes a
problen?

A, Yes, but the muliiplier eflect nay be greater In
the faraing loans than in industry. Yor Instance, if a
loan ia gliven 40 a former vho buys livestock and bullds a
barn, he first lncveases milk produvetion wilehims many.other
secondary cffecets, Secound, in hullding d barn, use 18
nade of nanufacturing the roof, row materlal, transvort to
factory and then to farm, In doing these services and

capital goods umes, you got a multiplicr cffect of hotween
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five and eight, IL the average 1s say siz, tuen any ztate
oxr foderal banlz {hat recognlzes this fact would rot withdrow
mbne& Lroa agriculture,

Q. What conmodity 1s profitable to the area?

A, Sugar cone production,

Q. What about wmechanlzation?

A, Just begihninﬁ and tho difficulty is the repayment
of loans within thrce yonrs,

Q, Vnet about snell former ownoréhip?

A, To a 1little cextent., ioctly bired labor,

Q. Ig there_any Oooperative movenent?

Ao . Tea, Cooperclives cilst in the Southern part of
the country and other parts of the couniyry. They make
loane by themeelves tarough discount, proniuscory notes
by the Bank. Oredlit here is woed for corn, rice, beans,
cotton and production creldit iu increasing in this arca,

Q. Is there eny werchouses or neunuafacturing plonts
for apricultural produete 10 lessen price fluctuation?

A, Hot well developed,

Q. VWhat ecbout the lortlicrn part of lhe country?

A, In AmagZon arca the Federal Government mokes deposdts
of about three per cent Lo use for fertllizers, terrazelng,
feneing and to relse livestock, %he terns of loans vary
from onae to fifteon yeors, seven years for oabttle and
barns, tractors,.and ogqulpaent, Interest rate is four

per cent end the loan is glvoen secording to an appraleal
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nmade by o syeclalist and credlt Ls planned according %o o
develoynent plaa, It is a xirnd of »upervised crellt,

o G. hal aboubt racord keeplug? Are they supplied to
faracrn?

A. To some extent 112 o Xind of fow notes concerning
the farn and thls 1o due to bigh $1literacy perceatoge., One
of the visltors has o farm but does not keep records.

Qe Vhal can JO“ do in Zraszil glven thils situation?

A, Firaclel

Q, What ecan tho Governnent dof

A. It canenzet laws that oblige private banks to
make certaln pzrc o9 of the Loons for farmers, It tho
problen iz that politicians do not pass lows Lecauss they
tate loans £rom these Lianke,

Qo What corn you do tovards this polltical view?

Ao Cugrest ciaplifyies credit application which re-
duces cost for bobh fazmers nnd banks,

Q. What other problenz?

Ao Understeanding snd commumicetbion Vetween fariers
and levnrs,

Q. What about Argentina?

A, Tern of loons i3 ticd with incone, If productivity
1o not orough to xetire 4t, then At is o questionable 1nVeStw
nent, .
'Q, Other problems?

o Ad . Attentlon oshould be pald in banks, Thore are many
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snall farmers that see poor in ruenos Alres, How %o help
them iv the problenm,

! . How do you sce the problem?
Lo It consists of: lnck of capital for snall farners,
political decislons arve not firm touards banks, Hven
farmers invest in industry and not in eariculture due to
high Interest rabs givén in industry, Ieflatioun has boen
in existence for s lonr tiie.
Go What do you think is the solution to these problems?
A, Authority should be skillful cuoougi: to foroé taxes
and deelde on souethiing to control inflation, kovedays,

problexs should be discuszed in Coxrress,
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