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,J-nuikry 1973 LO At,_.Oble 
i~AI~ D vaN allle during tbh period June 1972 thrks 

h~rE1 the uorld, to 
~~~~~4 case studies.~ dr-o froo different parts of 

la~ndiF(cwpprah3@ 
lessors of exerience. The rei.earch tocijied on 

uid tc. rej*'ort on thex-_4 Iy th-, credit in fnI1Iarrur develop
roic of ititutioflal 

thre ~p~rhec-es: (1) Live credit, =~dfor deltverinr, %,mall tarmer 
Lte rn 'm'jor institutOlal atvMtSive!t-ent, (2) that appea'r to be critical to the 

C% rt~il policy issues, . Uch asi intereStr 
conclusiums 

ratrN, 
drav.n fro~z th.! rvesea,.rch vere re

prwsr,-. The tentative'Scr.,Af these 
er of teut field vorksi-aps in thse spring- of 1973.x The cnzAre evalu

fine4du~,rintt j of the f~wtore, In a small famrce 
~ that credit Is only one

Z~4io"T i; lirited by the 
a luin4le on Owe t-ro~ider :-Ub;jCCL, it 

dcvojntstrattc-y, .nd, t~wmgh the_ study found 
to the w~all farzacr probit". 

can~Lin it~elf, recnwsr_nd in overaill solution 

2. 111: 



Preface to *he Volune 

Thriet different seictimxas aro In-,t!u~ed in th~is vlune, sinllr In t.he 
resec that! hy were preared rubsequent to the prel.ration of t 
Cotvy Paeers W. Analytcal Papers me serve to sumarize or commt 
on ,he anzilyis -andthe discsloof ,the analysis in the ten feld' 
Wrk'Sh'ps bdd~t 1.1 the jer'iodI XIrch thru JMAy lf73. 

Te trby the study director is the podiuct of.a single aathor, 

Svih blles r Inadequately 	 It tries to coveruticvewe irpreszMd. 
~ ~ iniua~e in Ih alIiN 4tLmes~ 

zwo f Ite1 rsswell, eeaksovA of thm differmtly, and pits more 
emphasis on certain subjects that interest the author or caubt his 
attentin 4-uring the Siring Review. Time did not perlit lmlulatinag a 
draft' emg the Analytical .Paei authors. In fact tim did not allow 
preprIng the paper with the thoroughness a Iroper saugry -T these 
excelient twenty pap emnds. 3inee the author is an ecou)4Zist, he 
u-nw ubt+dly gave ecmomic factorr too nuch welgbt. To help correct 
this, t-w short xectLis Efr the Analytical Pa er cn cultural factors 
are reprodvced in a;pndIx c. All in all the -finingE" discussed in 
this zutaary are br-dly consistent with other evaluations of ussall 
ftarer credit FrWrns that have been Issued in the last year. An 
exaple it the rerort fr= thi workshop on =all farmer zredit oirganledL 
by th i'search and rhiningnetvorir or the Agricultural Development 
Coacil in Aril 172. The reader nay waat to read the M report 
(a p-endix d) to see.h.ou critical opinions about the performance of 
small fwamer credit progra=s are begiming to toalesce. This Stmr-7 is 
arevision of and replaces the draft paper entitled Issues Paper for the 
Vorksbot. dated February, 1973. That paper should and hopefully rill 
b- tthraun away. 

The C*=ents were prepared by three agricultural econaists eminent 
in the field of rural development. Their critieim md comuentary of 
the Analytical Papers ws solicited in order to bring a fresh perspective 
to the Spring Review, the perspective of generalists who hWi not btLe 
treviously Involved in the Reiev and night therefore find gaps and 
veaknesses in the analysis. 

The retort tA Lessms fr= the.irkshops is an excellent restatemt 
of the principal findings of the Spring Review as well as a docuentary 
Of -he wrkshops and the differences, which appeared in the workshop 
discassioms between the tentative cnclusions presented in the draft 
Analytical Fapers and the positins of the participants. Tr*7back from 
the workshops played an inportant role in the process of revising the 
Analytical ?apers; and the ,Saary. 

/ 	 E.B. Mtce 

Director of the Spring Review 

AID&/WVFD 

JUae 19, 1973 
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ASTACT
 

.selected for critical evaluation In the AIDeThe histriCal prc 


;in* heietoia1973 is Iafarmer credit. The sujet Is both tine)Yp
 
the eMail farmer equity issue,

of the increased euha515 by AJh on &oil farmerbecause .. that existingi evidencaol urgent, because of 
share of AID's Iicultural funds,

v.ich. absorb a largecredit progrvs, Tor the Revi...targets.
are almost everywere falling short of their 

able during the period June 19V tbru January 1973 to asble 
All was from different parts of 

case studies driapof couparablea large mzxer 
lessos of experience. lie 

MWd to report on the
the worlduto analyze then, 

posible be, rapid collctioni of *,ourcd
ne~v~t~of'~AI~ zj~ ake rolefon tbee prinlcipaSl twines ji~1 th

material. Teeeahfoused (2) the major institutional
susll farmer development,

Institutional credit in 
and (3) certain polic7

mSall farner credit,for deliverilngalternatives 
issaws, such as Interest rates, 

that appear to be critical to the 
success of
 

from the research wrel us5ons drawnThe tentsti.- cowtese progrms. and 
a series of ten field vorkshope in the spring of 193, 

refined during Th entireIn.Washington in Jul~y. 
vill be 1,resented at a final conference in 

linited by the fact that credit is'.iily one of the factors 
a hanle onevaluation is thoag) th* study fouwdstrategy, and,farmer de-eloUe*nta sail an oerall solution to 

enot, in Itself, ree-A- md 
the broder subject, It 

the mall farmer poblez.
 

credit, the conclusions are that credit is
 
Wtth respect to the role of 

=all farns,of capital forotion on 
the long term processc.ecesa5ry in 

infusion of nev public credit is 

not always needed aid the
 
but ths., an =all farmer 
conditions under uhich these funds can 

successfully affect 
supposed. If techmlogies 

are nore restrictive than cocumtoy
froductivity andsnail aram adopters for taking risks 
knd markets are not set to reward 

will be wasted.from whateversourcefunds, creditInvesting borrowed - are found to be 
the factors deteraining profits
and markots echntologies higha rates of defaultoperators. The

;nattratlWv to =uall for appear to be one of the
 
cha.exterizing zany
generallv farzer credit prograns 

At the 
sall 

me time mll farmers In fa~rable econonLC 
conlmeqvnce. to invest inincentives, and 

are seen to respond to saitable
is aot only isttuti oal credicircunstaflces 1here the source of fundstechnoLgies. fornew d inforaal moeylenders, especia

but also on-farm swarngsprogra= In fact auy large,, luMp, expenditures.*
Investnen1ts that don't include 

the initial period of 
these other isonrces are often adtaqiate to finance 

are not adopting an allegedl~yIf sus-ll farmers notdoestechological chaVg. 
for basic food crops, the explanation usua 

improved tecbnolog 

Involve the lack of credit.
 

is that
the conclusion none 
to institutIonal alternatives,lith respect credit unions, consercial 

of the maJor delivery nechanisas - cooperatives, 
is diemonstrably2redit Woecies, etc. 

rural binks, supervisedbanks, low proftction impart,
zwe problems - default, to groupsuperior. They share the *,,erthele5, the efforL

large farm clientele.drift tovard a seess essential to correct 
at zone point in the delivery proces

farmers 
the high cost of Individual loans. That 

-
the najor Institutional problen but these suffer from serloi. 
gives the cod to coops and credit 

unions, 

Preceding pale blank 



ei1nie At th saetn rvt ak murilbac a nnt 

var1 sdIdvdarua as-ape r haea not oinbt 

suppR7u and delieincal veaknuAedthawyer atumerhants ihend 


a -Wo credit narket Lave advantagea that "" be Imitated. one need not 
chos~ between these alternatives: rather the ijc !s to exploit the strengths
of each and coordinate their actiyitee. Air -vank~s und cooperatives can 
help ech other. fact.TheMat verinnt credit agencies do not figur in 
the previo-As caents is not accidental. Goverment dainistrative r.tuces 
are scarce' and in order to rapidly expend the credit clientele In aman 
farmer jvoga, 'gwrerment shomid fnd VVas to harness the private sector. 
Onie caveat is In order. There are areas whbere the riV;Wg political 
stur is such as to distort and frstrat n o a aimed at 

farme-0,ra 

aeth repecpt to the criticaashie5 fiabl e entrIso fas 
preset the sni for r lsiitere.. rates froethe subsidied and 
even negtive real oney levls,, where tey comnly sit, to a level that 
reflects the 3cardtr miue of capital, inflation, risk, and adrinistrative 
costs. Such a &hdft will not depress in-estment and vill allow laall 
fazuter credit'institutions achieve viability ealarto fireancial esiie reing
their portfoU s of smll famer clentr. Higher Interest rates vio alsot 
attract more financial savings into small farrer credit progria - both 
oercial bank fud~s mbd rural depc-sits. The Review takes a position in 
favor of subsidy for sone snall farmers, but against passing that ~i,-bsi4y
via conccssional credit terns. In fact it recognizes the equity, or welfare,
ob3eetives of vmall farmer progr~us aid is concerned only that thiese objectives
do not compete with ad undermine the efticiency, ur productio4 objectives. 
The fefaut phenouienon is explained p'rtly by the lack of profitable invest
=en' oporIitles 4or small farmer borroiiez', and partly by a mber of 
other tactif s hich :anot be corrected by iupqrrd collection techniques.
Yore bnalysxs of default is neeWed to deternine its camses and cares and 
also to show thao "tivh"$default rates are not a tolerable cast of the 
=allfnrumr develoument process. 

Finaly, the Reviev uakes a few recoendations on the foreign aid contri
bution, recopizing that AID's job of translating the resexrch results to 
operational policies has yet to be done. It was clear in the workshops
that same, of the findings, though of increcalng acceptance among academicz 
and dontr agencies in the developed countries, would meet strong resistance 
in the LDs. A gentral warning is offered against gyivng aid for credit 
progr&= in which the conditionz for success have not been reasonably
weil satisfied. The report cu-ludes wiih a recomendation that AI be 
better prepu-td than before to analyxe and backstop small farmer credit 
program in the future. 
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Eu~i~I viable S
 
I ..........
 

to " 	 ..... 

tmris the core of the small form problem involves group 3,and "
 in mostcot 

S,,-4.: lb* SFCP inluded In the analysis dealt with these tvo groups, and reomen

|ltiOn ore aimed at t~hea.Zi ta neessery to trOlote grop 5, those farmer
 
or 	per-vithou p.otentianl co€mercial viability,unsupoted by no' fern ncom 


naet ,ssdy. Efforts to.sutsn these persons infarming,-onteir farm,
 
ncome trasfer wholly distict fro
bdefinition 'Involve land transfer or an 

&.e "Infant industry" tpe of subsidy iplied for group 4...Ar8uenr.,.between 
officert t.ith groups 3 n nthi id, =Wofieswihgou. hi.n 


-uinds, aere endless arguent. We don't men to discedi programs -aimda
 

group .5. But that group's problem are not the ones. we chs ofocs on. It
 

was difficult enug trying to distinguish betuven groups 3 an 4. We remiu!
 

uncertai af their relative sizes. or uhtcher group 3 as we defined it (poten

tial-€c=merciil viability vith no need for specil susidy orceapt for equal
 

access to services that cmmecil~a farv~rs already enjoy) exists at all.
 

"'The problem toenmd above involving coopcrison8s between Latin America and.
 

Nigeria, etc., is easily-show. IaLatin, wrica.the contrast between groupI
 

S 	group 2 can claim success. In the other situt~ ion, grop I does not exist, and .
 

SFC must avoid exaccerbat/ng the real or incipientc€onflict between 2 and the
 
C. 	 m iat i o-

The aalysis suffers from.giving insufficient atte to to the exeiec
 r mivopsam 
retohistd. g e earlese and arestwith smvrat ioumtn SFCP f he massivel proble in rdonesa 

referred oas the hW. progrm wa undes 
in 	Mos Gera-scrediu 	 t nnco 	all the supervasbdt pry Latin Aeric 

sand subsequd. d ortivatves in otuiheBrailpansta in fsas not teq atrl 
ool e aditifona'bcoderpiito (nvolve ad ¢anfror tan inclmded n 

vtto r 'st vast 
fndia e am 

garo . vo aou orreot tho'epsoreW Alco,ste u ston y of 

sC iedif eaoughven instffidien tis bt enume 4 

arsics serlice thamll farmr is ers na y ejy ei t tall.
 
other mCll famcined.gor.
 



the failure to bring W~ exaples of credit
"Other tWp of tmissiom ws 

sebos operated by large,"commecial agri-busiei. 1hess are genealaly 
7 

recognized as being san the most successful, though theyf are limited in siz. 
thrte of wiabch are 

A nev book an NC? in'Iextro* provides a few case studies, 
on Info& I credit 

reprinted somsiha8 out of place 1Z the Spring Review volum 

(VoL xv). 

serious limitation arises from the predictable consequenca of *%smining
ciwra'A=OIL In the first place we 

a sngle instr t of mitt-l farm 4evs t. 

theL needs and probem associated with stoditap and long term 
tiate adaquately the "lumy" inves its,usually cover
crgdit. Since the latter credit tas 

is necassorily gweater than 
thoir importance in small faurmer capital formation _edit 

A 

in the second place, ay study lisited to c le uuable 
short, tem ,credit. 
to assess precisely the relative importance of creditc, on-farm financi41 savings, 

factor inputs in the pieces$ of on-fars c4tal for
aM. on-farm faily labor as mull 
mition. Capital formation is the crucial ecocomicactivity explainin 

no moreon credit transaction* my be 
farmer developm t. Policies that operate 

that operate on the rate 
i.'mortant to small farmer develolt than policies 

A few
cavings and the allocation of on-farm labor. 

ad uses of on-farm financial but the CPs were not a useful 
ofthe AP authors addressed this Issue in pe, 

It inalleged that, of the real resources allocated 
sourc of carative data. 

, the share financed on credit has 
to capital formtion, on progressive iial t 

though"s crystal
been historically low, say 20 percent. But a now school of 

an import
lized in the last year which attributes to credit and financial markets 

that usually recognized. Twio books on 
.,ce in eocomic developusnt exceeding 

at Stanford Univereity".both authoredthii subject uere published in early 1973, 
authors associate themselves with this school. If thei-

At Least two of the AP 
mall farmr progress is

the role of credit i. expainng
Arptment i2 correct, 
share directly financed, because that share is
 

by the 20 percentw~d4restiaetd the Spring
rest of the capital formation process. Again,

cirical to much of the 
on this Point. 

R!vmew cemot speak from statistical evidence 

liited to credit is unable to quantify'the
1n the third place, any study 

rts; of smal farmer strategies. lThssad other instrade-off betw~an credifr 
Light on issue to assess the relativethis - try to 

Review wa designed to throw 
the A 

I*, of research or roads. Sam of 
that. for CAj+iact of credit with It is impossiblethe trade-off. Given the high costs of NFC?, 

A auorsect on but the comts are subjective. 
not to cent on these opportunity costs. 

of the SpringlRviewmeans il 
place, the partial perspectivein the fourth 

of rapid and widespread improvnt of SNC? 
cannot predict the consaquencies to revo

n.. ers of . 3 and 4 m llaf rs were 
nany cout ry. if large 

integrated credit progrm,.lightened,their technologies thru =,nlutionize 
the market plus the gover-t stockpile cpacity

to wder whetherone would have 
delivery of the new surplus. Obviously credit policies shobld 

could handle the 
changes in other polic!,9

not be altereu without ccmpltm1t 


for Smll Sal. Farmers:
 
- Simn Wi!LiMS and Janes A. Miller, Credic ystems 

University of Temas,1973Austin, Texas:Case Histories from, Mexico. 

DeLpm._t. Washingtou,
•.Ronald L. Mcinnon, Money and Capital in Economic 

1973, and Edward S.sa, Fnatc 
D.Ca: Ths Brookings Institute, 

York: ford Univrsity Press, 1 3. 
inJsoomiLD5lopmt no 
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These four limitations Indicate e ultimate importance of,sect.or analysis 

to the proper identif:utim of moll farmer dhvelopent strateies. 11e 

excuses for limiting tie Spring Reviw alysio to the set of issues surroIming 

*credit at* (1) time and many resources available to the Review and (2) the assump

tiathat a weil designed evaluation of the "'role of credit would give us a 
firuer problem and prevent usa from giving the credit* 	 handle on the overall small 

c~OMPent undue weight. 

-1*W -	 -D~ 	 Sc;~a c , dl alr 

Before entering the substantive discussion, a word mst be added to the 

comment above concermg the "r~icord and inge" of SE? in many parts of the 
as levzaled in he CPs is not impressive and inworld, The record and image 

straregy" for small fIrrar progress. onefact suggests major defects in 
the 	hands of the vrong farmers. cu criticism is that the crkdit ended up in 


We feet both the record and i.me are deceptive, however, for three reasons.
 
wereFirst, because many of the fara: credit institutions and programs reviewed 

a target group uhich hasnot exclusively or primarily Ma! d at small tarmro, 

only recently comanded attention, and casual evidence that the credit was 

farmers ua not treated as a emrgency. Criticism of theSoing to the larg" 

low impact on small famuers dos not in and of itself give groumds tot critcit

as a %hole. In fact. some of the problemsin& the agricultural credit pr1rm 
of SIFC disappear vhen dealing with large farm credit. Second, because most of 

to reach largethe 	progrems were operating on tiny budge and never intended 
nowlbeing criticized. third,nu.er. of farmers, a failure for %hich they are 

to thebecause success in SFIC has generally been. ll@U tin the minds of men 
and 	 theFA areonly readily available qumtitative indicator, repayment rates, 

that rtaing Uirmer incomes on a fcvsomtimne misleading. Uhat we find Is 
occasions could co-exist i4'th high deLinquency rates and instittione, insolvency, 

the failure of the initiution does not neceisarily imply.the failure andand 
are 	considqted by some intoLend 	 of the program. "typercent default rates 

r ntt rates are %o small achievement ihen dealingerable. But seventy percent 
orwith subsistence farisnxr, ,o have never participated in governmt propams 

dealt vith official credit collectors. To confuse the issue, €sumption credit 
higher repayment rates and no prorams as in the Ivory Coast may have such 

not 	eutirelyapparent impact an productivity or income. In other words, we are 
re4ked point* in her sure uaot default indicates. Judith Tendler sakes som 


AP on objectives.
 

.4 

x11
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III, THE O o "CRM.T 

Most small farmer prgrse allocate a subsutial caoqireat: of the progran 
budget to revolving loan fuands for farmers. Foreig ai4 daowrs - and AID Is 
not aln encurage this strategy, The case for such an i4llocaLfoS depext6s 
an a series of assumptcions: (1) that suall farmers need credt t.i adopt new 
technology, (2) that vith credit =any smll farmers will be able to mak the 
adoption, (ud (3) that they cannot get credit ecoaomlcallyi (or at all) from 
private source. he.Review researci suggests that none of the** assumptions 

or at least that their universal app ica! i I n 
their specific application to a conP ry situation is probably unjustified in 
enough cases to suggest they should he tested country by country, even region 
by region'a. This s nao. a shocking' conclusion. The assuptions have to"g been 
under attack. 

Another assumption that must be chalenged is that credit prcgram are an 
appropriate tool for carling c~t a policy for direct income subsidization. 
SFCP by deffnition ais to increase incomes to small farmers. But they can 
do this in three ways, by helping the small farmer obtair the means to imrove 
his production and income earning potential (e.g. production credit), by augnting 
4is spply Uf credit for constmption purposes (e.g. consumption credit)~, and by 
dtrect transfcri of incone via debt forgiveness and subsidized interest rates 
(welfare grants). It is customary to group these according to production 
objectives on the one hand and welfare objectives (consup-ion credit*plus welfare 

grants) on the other. though all obviously have welfare implicationz. The Aps 
refer to this as a distinction between efficiency and eAuity objectives. Most 
SFC have'maltiple objectives. 

No one in the Review challenges governmnt's right to establish welfare 
objectives. N one says that consumption credit cannot be justified. No one 
argues that credit programs are not a convenient sechanifsm for direct transfer. 
What L3 argoed is that production and welfare objectives can compece dthin 'the 
san progra, cmpete to the extent consumptio replaces Investment anJ interest 
rate and debt collietion policies are designed to accomplish an income transfer. 
The 5pring Review was primarily s-jscerned with defirin the role of credit in the 
production process. That is the subject of this part (section ii) of the paper. 
'he role of credit in a welfare proprau was explored only insofar as (1) it ex
plains am of the foridable opposition to high interert rates and (2) consumption 
credit has a positive inact' on productivity. These points are made in section iv. 

If the AP authors reject the standard asumptions, they do not deay insti

a critical role in mall farmer develolvt. They do not clitutional credit 

technologies and
that an increase itntustitutional. credit wtthout supporting 


serviceii is always ineffectual, because there are cases where credit alone
 

They do not claim that an increase in institutional
has made a difference. 

credit during a technical revolution or period of food shortage merely substi
tutes for private funds that would otherwise have been offered, since sow
 

co uries do not have a well developed private credit sector. They do, however,
 

suggest a rather severe set of conditions under which institutional credit plays
 
its proper role, conditions that aze not satisfied by many on-going progrims.
 



---- - -

Teltter any hv o erei and so too som* of the convaintional 
traeges.Hils lys80*1 armr Lm ut& lst'a those conditions


in hisAP. ad Ciester Baker provides a orinula to indicate circumatances which
 
calfor a farmer to borrow..
 

None of tht tentative findings offered below will be confirmed till more
Information iavallable on decision uking'at the farm level and the Influence,
of rultural variables peculiar to each setting. This is because'the utility of
~credit Is only deteruined in the calculations and pressures which lead each
faumer, including the poorest. to choose between ccnsuning. saving and investing
his resources. The study of the (arc level decision process h~s only recently 

S. Findings 

1. The conditions-for auccess of Production credit in mall form Agriculture
are core Stringent than commnly thought. In most situations those conditions 

areot stisfled and SFCP tii fi o c elish ikroduetton objectives. The 
more iaportant conditions are set by ecanowic considerations at the fara level.
The farmer ost perctive th~e neb technology or management system to be profit

able. Three factors need to be considered - technology, product markets and theavailability of supplies. Onie moat ask whether the level of each Is conduciveto promote and sustain adoption. 

Technology is wot suitable. The new technology must offer increases over
present yields so substantial as to persu&Je risk-av~irt-tn& farmers to depart.
frou traditionad practice. In casev where a new crpV Is introduced,
the technology mist offer an inputAjutput price ratio of conqmrable
appeal. As adoption bec s widespread. the increase in supply is going
to affect prices of som crops, so that successful campaiguti emphasizing
these crops are necessarily short-lived. thus diversified crop packages
ust be available for the follow thru. The Als suggest that tecbnolfties- ob .t..iaiI..... S+. .uS +mieeting these conditions are generally not available (for basic hl ....aa,food or
 
diversification crops) And have to be developed. 
A related problem is
that new technologies once introduced exhibit unpredicted yield variations 
attrinuted to unfavorable external or on-farm conditious inadequattly anti
cipated. Small farmers are extremely sensitive to risks of this sort. They
will pass up new tech-.ologies if the latter pose any threct to substitence

requirements. Yield Advantages must be striking and safe. 
 The more typical
case reflected In the C? is for SFCP to operate in an envrr itLfiere

technical opportunities offer- only marginal advantages over traditional

agriculture. In that simtuaton the credit is often used for other purposes.
 

Bit there are excepticas. A quantitative study of 1,200 maize farmers InC.2!ia (delivered late to the Review and included In vol xvi), shows that
the availability of INC(RA (the credit hasland reforu agency) stinulated
remarkable production increases and broken a critical bottleneck to small
farmer progress. The author concludes that an Improved technology was
already available and waiting to be put to use. Ve heard a few local dele
gates 9t the workshops claim suitable Improved technologies were available
in their counatries that the for new research wasand case overstated. 

t iII 



-9.fl 

Even within the travelling vorkshop group there mas a division between 

whbat w night call. the technology "'optiaists" and' technology "pessimists". 
We need sore Informationan the state of aall farm technology in each 

country before speaking with assurance an this matter. The Review material 

suggests that the above warioned delegates mAy be footing themselves, or 
Idle, but potentially produceive, land and laborreferring to casts where 

simply by extending present technology toresiurces have been put to use 

meet a real market denand. If these conditions exist, so much the better.
 
However theseare pl rary blessings. t the long run the only
 

t"w to a rofits is to invest in research ands at:stpre. rcLm 
- " thus provide :,he. smallI far borr_,w__.r with a successio f of st reducinL"
 

..... technootes. The close. relationship betwen ef.fective credit and Improved
 

Review. Some countriestechnology is central to the argument of the Spring
are obviously better-positioned than others ith respect to the availability 

of inproved echnology. Indeed there may be significant regional distinc
tions, especially bet een the mall-grain cereal basins in Asia, there the 
"ut'acle" seeds have been hqroduced, and Uie smize and tuber uplands of 

South America., uich are alleged to be technology starved. Kiarvin Hiracle 
- makes this point in his AP on regionalthe nominal relationship is unprovet

distinctions. 

.irkets for the crops are not favorable. The market has to offer the small 
farmer subskantial returns to investing borrowed capital. iHe will be con

cerned with both relative price levels and with the risks and uncertainties 
of price changes. The general conclusion of tLe Review is that relative 
pries of inputs and product, as perceived by the Larger and discounted for 

risk, are not fsvorable tc adoptioa (there -re of course major exceptions). 
In many cases this mans that markets simply do not exist, or are so snal! 
and locallized that any substantial increase in the small farm surplus 
will not be ahsohed. 

The marketing problen is easy to describe and difficult to solve. In some 
LCeO the solution involves several steps: drvvwlopment of the institutional 
and physical infrastructure for marketing; general increases in the farm 
product prices over the objection of urban interests; price controis, storage 
facilities an, crop-purchase guarantee prograus designed to reduce the fre
quency and magnitude of price changes, etc. SIC? typlcally have no authority 
to engineer price relationships or control markets. They cannot offer assurances 
or they lack the resources to honor them uben energencies develop. SFI'F that 

do have some market control, as in Korea and Taiwan or with export-oriented 
purchasing authorities, are mng the wore successful, cases.* Themoaf success
ful of all c€ses appear to be fourA aong the ctract credit scnemes offered 
by private food and fiber processors htach guarantee purchase. 

Since prices and yields both affect profits, and, therefore, the success of 
8rC! (higher crop prices can compensate the farmer for lover yields) - a 
choice between administered pricing and nw technology appears to present 

itself to governmants anxious ansucceed with or salvage SYCP. As metioned 
earlier we feel that long run planning has to be designed upon a technology
 
strategy rath,- than a pricing strategy. 

17 



~~~it to btetter..understood and mreeasilyl constrolled. - ' ..
 

Teoverall 
to suall farmr.progress gen ralrly previl, or are uet~by SFCP- is perap 

7b tstue whether profit Inenives an other conditions favorable 

usually are not mt would aperto be spotdby.the dramatic events In
 
thelatdeaei those prts ofAi here-the condition weepoel


satisfied*-,tiee new wha varieties, high ubet prices and'falling fertilizer
 

pris sudn onvrgd 

APauthrs _that the high dlinquency and,,,efault rates (they are: reated t
-gether.in this report) ogcurin in most SFCP are attributble In part to the 
low yield and cash,. returns generated. rmelinquency has other explanations 
which are reviewe by Richrd Eckus• in his AP, and corrective action can take
 

r
the several forms discussed thee and-in sec€ti Iv.Howver the high incidence 
of both excessive default rates and negligible production effects of SFCP $Ma sts 
a crucial functional relationship that ought to be considered in the design 
of small farmr strategies. We do not want to overstate the case. The 
typical participauot does not suffer absolute losses in the credit program. 
If he did, default rates wuld run autO: higher and there would be little 
Incentive to reapply for loans. 

3. The.default pr'oblem is also Mtrty eSatained by psycholgical and cultural 
factors ,,hich umpthe cmmercfel srltionship beq, llende mand borrower. 
1These factors Intervn even when ,-he basic profitbilit-y of the farsenSeSpise
 
Is &-i-strated. Va~letss.,cntrolled, they can destroy a SFCP. Probles to be
 
considered Include not only those arising from the conflicting .cultural ortnnta
€tion of loan agents and ftrar borrowers. but the latters' attitudes and
 
expecttions about public service institutions- whether the credit authority
 
will survive. vhether collection can be enforced, whether govern Ut Vems then
 
this servic. To capture &.e flavor of, this "non-econamic" argument a fei/ pages 
[ on the AP prepared by a cult I -disciplivaryr t~eam from Cornell Ukiversity ae 
reproduced as appendix c.
 

4. Where the ma~rket incentives to adopt mm techmologa re stronx, most 
small farmers are able to fiun ,e-s*= 'of their needs without resort to crewtt. 

M..is is espeill tre of stodfortilizer packaxes iihich r6mulre no Single. 
lam~e outlay. The !Lbsence of credtt however will probably itphbit !ddespread 
and rapid adoption and prohibit the ,acquisitionof ,expensiveeauipment,and land. 
Date Adam's AP d,:scusses the choice confronting the small farer between using 
cash introm for cosmtion, investment or finamciat savings. Few small farmers 
are as desperate or Isolated fro= commercial tr&,e as the conventional subsis
tence codel'depicts. Win' investsient profit sigatls are strong, mst =ill 
farizrs accordingly have the mazns to experiment, provided the cash requirmet 
is suall or !.s divisible. The evidence sggests they do .!inancethe initial
 
trials, especially if they have already seen a demonstration elsewhere. They
 
prefer not to iudebt themselves, especially to village lenders, during this
 
highly risky initial stage. However sowe im~provmets, for exmple a water pump,
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will be nore than they Can manage to self-finaplce. Also, they may iUter require 
all their holding, or to s-.sr~in the new

credit to exte.G q1now technology over 
(schools,


level of cash outlay particularly as conflicting consmtion demands 
one

bikes, radios, etc.) begin to materialize. This behavior differs hon 1dhAt 

ngthave predicted, ifon sppose*saft&s W noiuid revnee 

credit to get started, then financed additional Jnvest n out of their earnings. 
to 	becon available.

But It canforas to the scattered evidence that is begi='ing 

One can even assert that if a new technology requiring small, seasonal outlays
smal farmers the 

such as a HYW in an irrigated are-a - is not being accepted by 
risks and not the lack of credit. Onie

expilanation probably involves profits and 
farmer developmentstress. thoughi, that the role of sel~f finance In smalmust 

is .he~Acholoy.~ i.cy mch 4*ei~xif i $porantfor seasonal outlays; 

less so for vediun and tong tern invescwimts requi ring =a or cash erpendI
uch 
tures. 

5. 	 In many Parts of tne world the private -crit-systens (nformal and formal) 

met any odest demand for-credit senerated by Imlfarers-in the first few 
can 

- &t these Etsav' supply- functions are relatively
vars of an adoption process. 

reliance on the p,_rivate iector, without coupleitary
inelastic. Exclusive 

public financ*, will almost certainly retard the vider spread of the new tech-


In agriculture are 
nooy Ubten opprttunities for Investing funds profitably 

other actors in the private
available to villagot merchants, commrcial lendlers and 


money markets, those opportunities are seized. Adittedly thtre are serious
 

imperfections and fr*.gmentation in the money system. if there were not, the
 
for small farvers would be unnecessary.

vse of public fund*~ especially earmarked 
funds tend to concentrate. And rates ar, not 

3ut uhere profSits appear, private 

So high as to discourage small fa...ers fro borrowing. Public funds distri

fund&s
buted through a SVCP in these circumstances would partly displace private 


and lead to less th~an a proportional Increase In expenditures. The Initial
 
not universal phenomnon, however. They


availability of private funds is a 
appear to be scarcer in Latin Amrica, uhere "lessons" froum Asia, with its well
 

And nowhiere is the supply of
 
articulated village money markets, do not apply. 
 friends

private funds inexhaustible. The village market will dry up first, as 

Wie argue
And relatives stop lending and no.y merchants run out of new cash. 

systen can and ought to be induced to
that the ce rcial bankingel-seu*iete 

expAnd greatly its operations in small-holder areas. But this development is 
or aot an early poss~bility. Thus other sources, either public fro= within 

sectorr have to be found to sustain the technological break
the small fat= 

thru.
 

played. In small farm fin~ance by on-far
i. Given the iuprtat roles 

instituttIa

savinim and by therprivate fnancial sector, the role of-public 

o.than-the conditions discussed in fiA4ing
credit s restricted even further 

arnt can be made that gover at supplies of institutionalI. A srona 
but thei pplication-of govern

credit are essential to muall farmer prgress. 
=ent credit mst be more carefully conceived- and aplied or it- is likely not,
 

,,)accMiplsh productilon obectives. it Is appropriate to repeat at this
 

in the Introduction, to put these coments

Pincture two counter points made 
on the role of institutional credit in better perspective. Fi-rst, we said 

for a minorityfinanciai invesmint discussed here accountsthat the kind of 
on smI farms during the developmentshare of the physical capital formed 



t'e inthits field, hbich
 
process. Second, w refrrel to sOnediw te 

argues that a well uiorking financial market akes tb reto h s~e o 

7. Not-i thstadila the sufficiency of ther ivait& cdft 
it may be Im at for governentsytem tosoforms farmer progress. ,metefthe$m of _= 

mete iththat system and break 
idea cf=4 preciselY in oder to c 

needed in this casethe p01Yatelnders.. Public credit is 
--+- s but tode helph viitl the 'ransfornatio-of 

not to promte small farmer a p i b 
a process -Adchsome observers Clain Is essential to cowvj 

economy.the rural inte ,Ati02.farmerocu vithout govert
inu-d =-all prosper-ty bit cannot 

to be reovdIn.'haveubether the private to 
Uhether this is A pr~blm 

uhether the latter ioan be achieved siuply by providing
oas orachieve prograi funds depends, of 

s=all farrs vith alternative and cou~titive sourtes 
ose 


to eAch country.course, on conditions specific 

I.t cay also be I!rortant -to.- dtivedo-Cc-dt. = -svriZ &, Ae 
then vith 8a secure financial baserovidesmallI farver institutions siw~Y to 
such as arketinS. Government 

from iuich to run other essential-ervices. 
needed not to promote small farver pro

credit provided for this purpose is 
The case study from Taivan gives aninstitutions.
ductioc but small farmr 

exa=ple of this process. 

- et3 ils a= -A-rs t o be+so rim~ed against_o'*--='.. SCP. Thealso a it aainst the creation of acaninstitutional fctors 
* .9. prs t b s iiwer structure in certain rural soieti.s 

are nore thai likely to be frustrated
that SCP obiectiies=all farner Intererts 

powr. Withot evidence of th~s
 t Is prepared to challenge thatunless over 
'Ana cocetary included a bad bet. Gotsch makes this pointsupport. SFCP are ot these crucial 

in this volv.. Fach of his research is devoted to study 


The issue is addressed a4gin in section iii below.
 =atters. 


that ost SC? are desilned vithout
10. The deonstrate convincinglyCis 

and cultural variables discussed aboe hich can ake 
attention to tle economic 

SFCP have to be firmly rooted to farm
beteen success and failure.the difference They also have tothe profitability of investment.
level analysis that confirms 

the 
to or be protected froAm intervening cultural vAriables. Fevof pro

conform these essentialappeared to have investigated any of 
gra"s .tudiedin the Review 


preconditions of success.
 

over ts and donor atencies shoild pro-
II. An important issue is wheth r 

of the necessary and stringtent conditions for 
ceed vwith SFCi even thou,.asome 

on the mne hand, that the technical
have not been s sied. Suppote,success 

supervisory staff can be urained in the most promising 
of available tech

can be built. Suppose the response
nologies, and a fertiliznr supply systen 

to fertilizer tests on experimental fams makes 
the technology appear economically 

But suppose also the SFCP authority has no 
attractive at prevailing prices. 

arkets and prices, and that previous experiences uggest
control over product 
that yield Increases at predicted levels sight glut local nartate and cause 

for such a programShould a governe t allocate funds 
crop prices to drop. 


Is not so lare as to eliminate 
hopiag the drop in 1,rice, if it materializes, 

farmer profits? The relevant consideration is the opportunity costs of 
the 

co=xitted. %hether those funds could contribute 
more to mall 

funds to be 
instead in feeder roads, central storage facilities,investedfarmer progress if attractive altarnative. 

rural projects offering otf-farm employment, or another 
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4 i 
As the Spring Review p, iwnt that the srch fr a 

"superior" institutionmopld lead us astray. The choice was not i4ther/or in 
An Cse since in 004,t countries these farms coajisted ad, eachy'ith its 
special advantages, more thn one could play a rote in a mi veI SFCP. MNrther~ 
som of these Iitions could be vertically integrated. Smlt Independent
 
rural banks could extend Che state banking system down to diatzl cI centers, as
 
they do In Vietam And the co-ops could play an nterusdiry ropea between the
 
rural beaks anid!, dividul farmers. In the first ray workshops A tried to c-a
 

in mis, u oke
pareIWal baaks withco-ops., l bho vr, the delegates of succeso
ful attits 'by co-ops to seek rural bak credit, an, f forts by ooverut officers 

to establish assocAtions of viagers to wecirid, *liocae, and iolice group 
toans usdt by rural banks., 7hms Carroll bad sAntiipated this conceptual 

iidrift vith a wunestion that the Spriaj taview try to Identify su tasful "systems" 
of insthtoudioAl credit rather than curie altarmative ohnizatto-s. 

S Anothert question that aroseor*wa 4Ather it to as blilsh special 

tu. to service the snallotfarmers as trai imally taori d. bIjos matter 
Is dealt with below. 

A distinction has to be made betione Instituional success and program
 
success. There are several SYCP wih appear to have had considerable impact
 
an mall farm practices, at least in the liited areA in hich the program
 

iI 
The cf~l Instioperated, and yt the Institutionlt~Ollws a financial mass.ltee tssons for-slc n. nsfu 4 al 

tutional failure are often due to the unrealistic Interest rates sad other policy 

variables which are Imposed by overnmnt on credit agencies. Failure in these 
cavs should not be attributed to institutional form. Usually, however, insti
tutions are judged, and support withdraw, on the basis of financial rather than 
program variables. 

B. Findins 

t. Institutional form As not to matter as such as the economic factors 
discvzsted In section ii. or those uaior pelicY issues whi~ch confront all madt
tutoas and are discussed in section iv. If out Institutional form stow to 
w~ork better in one country, the reasons have less to do with the form itself 
than with the policies and poawrs with which it was equipped to carry out its 
mandate. with its leaderAhip, and with the cultural milleu In which it is placed. 
Farmer attitudes about rapiayment of debt, for example, 40oSUZOWt a crucial 
cultural factor which helps determine the proper institutional approach. Xai 
said this, it is necessary to add that some approache. have particularly attractive 
advantages. 

2. COie of the advontaxes of moat interest In those countries where SVFC?
 
have been abLe to're~Ach only a su1ll sAre C the prospective clients is the
 
capability to'handle. larse niaiberoi of clients and to do it cheaply. That
 
capability Is a function of at least three factors: administrative skltls;
 
low cost delivery, supervision and collection methods; and acces 'to large
 
supplies of funds. This suggests the following comonents of a SYCP strateg":
 

23 



-
---N.N. -- NN 
y 

... . 
atrct-

"' .. . 

mator uhoeee dieteets, h-s 
" eNP IN IK Idl 3 

t Ng
rei 

1 


ban
of. cenra 
NNlcwmstartin ra es the
 

patiiptin n In er 

vit 
 s 

a ce i n 
an increas 

legin th 

services,~N 
 and 

CLs spel led wherevstopss il •Lf3 Lz 
h hNip
 

siodlar 
 toteoesdvlpng 1
system
bank n
4.N Rura 

Ndv
-castNeuaanN ViAnna .>simila 


ontries.INi 
N ~ N o l 

nldntlclpri
 
r tNe 
 aeottnigfaues


5. rrvA - un bI ' I toFI wrlor thefps. . .. . .S .. . ..
'b.. Reie
sueviin
Incri gtch s ssiations
 
n an idnre Of helesIOs+cltyps of fncrw 
difernces 


n , o thes the.. 'amote group
etc ,.. group.lonise final+10;o,,

ct 4 ~ o 

goenmn ntretion, iios'a edtts 
..
tini
to inivduls.... intttos
.I*=* tas othe
Ue are not frecmean agains suferhamo
role Cerativest 
 This is partly due_to_low
'TeKNar Proldm mlfmr,crdtstesohateat omeSaei nakiuieriatlexpsrtlle.outld be-gouedlocalfrmteshraeo 


ite
timos an/rasi
not amibleto eoe.,+I~Be nItdlTe co-o"iar mv,~ ranmost privat
incuines atfchnical tyns of rqisie anaoial ailiis per
adthe attractionthe vah
dalseredce 
mos tP. Troukepisakes tis point in 

ad ain-9-IXmrkt 
Ce 

heaquatese tobe gron Boaefeefo acces to private Intiuioa
VeI.11 
 .. . ~~sulhcn
 .... cti 


skw xluigfre

for itoIvereorascaed"i
Pr oviin 


ofhe"u~tln
comerciale banfer offer so 
3,elEsabiedutbaoiec 

be mrae to enrage =+- faiitt that
 
geeaw feel veryefortshol 




.. . . -4' 44 4' ....4 
64P P .,l To he o ten....ast ' 
poflcal an te fioeveg y alre no toll anthe, byr e ow 

cbanl ei. ral ismtldespr. coeate 	 bepro cfstab 	 c 
osie 	 in exrgample oimle 

ito-p Intoregt heltins, arnd lp a frato rI e a be 
the pwat rele pte co-op s cqu1ylepwer.i 

met itervenes. r-formiggest 	 ombiing v 


te"Oiao el, -+he 

4? plti eito-,ihe uoniiwldbe partl sorle nrmtcopttlyt andveonto bhe- 4good am s in tee fieldpmanylwill asesrehhventikeo. act rntherecofren4tmore,byiheadquarterc thoteir outthsoInoeoest S eerati 
ifort i specit/al~e inducaotsbp €o-op:rral sugest fcthatuandhe et' r~tc-otbtet r nte ovrof mSometl iestl farmer aOthesuihll 

taanor a unpral confronipn ¢oop can ndleiera rnqwatv t 
me tlot maiey totr program. Ams, Iwhiera =nd z it Iae ubt 

wiotverv w the tradanng orethlbeo op +er plcmn.rormcnb 
mm es+snp 	 cial n\ epia.IS Ob5S1Wt~r) S gI dic~r the 

sat tI-he lcnehe 	 oveamiiswmeLave powr.caio carriedleohut.rv~=vaice o 	 y8oesmm 

pmant arer nerssoyical, cses 	 cn ftse llnit 	 be iiidnt Ti #re o 

mefcfords C-p rlyo oreprsenativ ofmall€ fame intret face annuphill

o 	 islf. wthe ooout cb ikent othe retble ft oen yeitherse 

intees be1oor farmreativelyor co.pletely..cassroeand. de e o tolane o this co-op mcebers seiaie.Ti
foohomos 	 moralh 

isno a tuniveal plascription, since socitw coo w i euable tanl 
thae obeffcanly. sme byW iagfares woil inittedfor areroproes is 
privileges tot dsahvantagept ofe alve oftren se nl.h 

faeof allicfatior haerSentl dreeo sucee. hThesucanodc2~s 
expaaio faor intersto st efmla n cetblotefrerte 

zen,frdecetriv fo of pogram ianevent.Itn is so iruanagumes has 

foodnin SF rouo n cao~ro so-ostembekr arecigloup.oriseateholes thsue 
isdnotr a univqea lreriptio, sinc theagopa Irainae dl 

rntes arb nohersecntolecylagrfamisvie.s'iplefficiets 

priviegeopsa torhesisadvae ofmbthe s fmall farss.o 	 nvlv 

arouthae aciviIe f coaanetion am it. rs 
%Are Thiusr netwrk couldo be raeri dditiontofscs. Tesurce aith 
tlanstitonalcpoaculsio ustbe famiar andsaceptbleng the fimed stafe 
areit ina "ran instttoain his going to face is nther futre. 

adngesFC arond tecadvonges 	 si are coietbe 

t. he e idnoma fianialtseco 

orhfinueystes grdup 
lent eihvhre (sliqeec Chl Nbet' puaer the rouby orrintormbalsceU 
veologies arhe amoangetseinhuerely oercdiie. eramnitaiv ot 

ahn inpesttonalfapplrahewst clientss thtcn ustanitiallthe te rtate 

of default. The disadvantages include the predictable teaomcy of those informal 

24
4 

....
 

4 

http:seiaie.Ti


lenders to concentru-p on the prttressive smal farars (group 2 and som of 
group 3). ade 2A d witC' institutional lenders but loss easily regis
laced in in , aket, and the problem of giving additional tothe wfa power
those rural, classes ubosa ecovioic powr In most societies must be reduced. 
(the validity of the "exploitative" model, wichd amssu moneylan~das and 
merchants everywhere lave mooopoly powe in the small farm sector and use t,
has not bee satisfactorily demonscrated In all countries). With respect to the 
pcoroentatve....	 co..clu..i. r.ua. from. -the-..ava.:.... 	 w 

Villgemoneyr lenders, e~. ,t credit societies and otherin 
* 	 auts of the informal local crdi system aperless attractive than I, 

-r 

as potential collaborations in SFCP. 

The inart strategy is for conventional credit institutions to imitate Shore 
villagc gg~nta by adaptinx their positive features. 14racle explains one 
suchprposl in his'AP on Institutions. 

Categorical Use of dhe word "'away lenders" is inapproriate. since there arc 
Important diferences between informal system. hilo the ;village agentso 
.... stThes regional lmmloe s offer anImuortant, exceptloa. 

Zdrid y b hard to organize d 
-= lac ie 


4Potential' disadvantages could thus be ~a e.Since0 these agencies are the 
dominant source of credit in sow smll x.= areas (see Clifton Barton'sa 
fascinating paper on Chinese altaVaome in the MekongSJley, vo xi) it any
be both usefu and possible r Lacorporate then in &%T'\Barton agues InI 
paper 'for credit to these L0.The' Review could not give dhis subject
the attention it deserved. 

8. Equally 1iVortant as the proper suspreciation of factors associated with ' 
indiAidl credit mechanmsms tlere Is need to link then together in a mupMA1lY 
reinforcig systdv radaer than treat them as elternativea. Banks and other 
institutions isoic have access to private urban financial markets can deal with 
co-ops and other Institutions (and perhaps merchants) &ich have stronger ties 
to the villages and serve as "grass root" intermediaries. Institutional solu
tions oust be flexible enough to take advantage of the particular attributes 
of each Institutional form and cobine who"rver possible. 

9. Crdit Institutions working within an integrated -prgramhave better over
all success. A distinction must be made between credit-providing institutions 
iuich 	themselves eme cal oary functims as and marketing,carry out such extension 
and institutionshich specialize in credit but are closely linked in integrated 
progurax to other functionally identified organizations. A ruiber of the AP 
authrs find sel support for the specialization stratea", lcting the credit 
institution :oncentrate on the single, difficult task. bue that position pre
supposes dhe existence of complmentary institutions. uhare exteusion and market
ing services don't exist, or are being performae! ineffectually, a new multi
purpose agency may be indicated. There is evide ce tatmulti-purpose age ties 
(regional development or settlemen authorities, Caja Agraria, oe.)generally 
a oehad a better record than specialized credit agencies. This suggests the 

latter have troubla locating or coordinating with cupentary institutions. 
The inconcistency is resolved by relating the advantages to the stage of develop

qmt. In countries with a weak rural Institutional Infrastructure, the concen
tration within a single Institution of *"ce managerial and financial resource& 
by priority region, settlement block, or &Top program makes initial sense. Amonr 
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other things it allows plamners to identify clear and tu biuous project objectives. 
Buat the proliferation of sei-autoneos regional ad crop authorities presumably 
becoes undesirable eventually," and, as =are Lstitutional wiizources develop, 
functional speclt-itation appears inevitable. 

10. The a2ont for govrnit Involve t ,Arlier with respect to 
cooperatives can be exted.ed to all forns of SFCP., Since these prorma by 
definitiou imply redistribution of-econatic (and political) opportunity. they 
cannot succeed with large nmbers of small fatners without confronting exisuing 
rralpwuir- -in,most-atis th-confrprtticuvill -oblg th,==1 farcr
forces to withdraw unless govert supports them dizectly or takes ctioaon 
other. fonts--through land reform for ample--t reduce Lhe opposing force. 
Gotsch' important writings oan thij subject have been referred b . Teadler', 
reminds -isthat national political involvect in, SFCP, often criticized as, in
copatible utth local p~rtIcipation and control, nay be essential to propran 
success. There has been less political involvemait to SFCP In Latin AXWrica 
than in Asia, and less impressive WCP results, If small faruer rights cannot 
be garanteed, a good case c= be made not to support S , 

14. Credit institutkos take years to ture, A rwcord of financil weakness 
and program shortfals in the first decade or two #.es to characterize most 
case studies submitted to the Review eve though the institution eventually 
reac,,l a position of respecrabilit, Mile the directions of sop smal farmer: 
credit institutions need to be changI and other Instite ouns =ay have tL bte 
abandoned a degree of patience will not go unraarded. 7he *"&rent contra
diction--living with failure--is Justific4 by the ass mtion that instirurional 
rrorv has a patc'* . s';vAbar independent of progrm 4uccess. and the lonr. 
4L sappointing, institLmion butItring process probabif cannot be avoided. lhe 
highly respeczable fas rs associations of modern-da, Taiwan vet throu
4itficult periods In earlie: decadtz. Both the co ops (FaCoas, and Rural Sanks 
af t1he Philippines hive been subjected in the past to considerablr critizas .. 
arnd have undergone substantia! alteration. Yet as years pass their inagc iuproi.s 
md they. are given additional. responibilities. 'he rule should be uhee-tr 

poss5ble to work with and build upon existing institutions, rather thar replacc 

2. Newly created SECI are often handilape by h!Mnt been saddled with 
partially inccuatihle goals and no established priorities. The probler. is in
herent in mall sruer progrmas, which mix effiencicy and equity objectives. 
IT is even worse in mall farver credit programs because tNe laccar have to 
frllow rules of financial discipline in order to help unruly, financiall
undisciplined clients. The eualtiple gcals usually inclnde a) high recovery' 
rete , b) increased production, c) increased welfare and d) support to the 
"smal farn sector." his set of goals gives confusing signals. Any har&
treatmnt af delinquents is out of line with notions of welfare. Produc: ivn 
gpals inspire credit agents to seek famers at the progressive end of thv 
r-=!; farm spectrun, in effect abandoning the fundae tal equity thrust. Since 
the conflict is irreconcilable, SFCP ust learn to live with second best solu
tions. Howeve, one point needs to be stressed. The record show, xhat second 
best :;olutions are unstable, and SFCP that try to reach all objectives gradually 
concentrate on debt recovery and production. They tend to narrow rather than 
expand their covetrage in the small f&awr sector. To Suard against this tendency, 
SVCP apparently need to give clear priority to the role of supporting th- "small 
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famer secum" and establish criteris to masure ubethe tui,ubiisrl 

totjth mutp, k hvesc
t3. SFPne f I _w a self -evauation, swchouls to masure prgress 

tov~J altpit Few present progrin ay uc mechanis. Withshe ~ 
out it, the props sifts and goal displacements eutioaed abbe are almost 
inevitable.___ 

aidt 'inir14. N-tsVthsiwsdtqx the asuet fr insisting that SMF 
eahasis to the fundntal- euity consideration It Is iosentil that credit 

as finsixciat interskediatries. T1heirinstitutions remain viable sad survive 
historic and often criicizee ccern for debt repayient is leuttimae. Thid point 
has been used totichade sm farmer cleutolfro bank portfolios, an Xclusion 

no longr permissuble. bit banks mad other lending organizatioas must be allowed 

to operate on sound busiaess principles. Given the difficulties inherent in =all 

far=er credit, some form of govnaent subsidy may be necessary to cover certain'' 

costs Hich are a-typical of ,avaational credit transunusual "developmentat" 
actions - for ex. le the costs of technical supervision and thi portfolio losses 
due to an apparently irreducable rate of default attributable to cs!tursl and 

psychological factors beyond any devel opinnt agency' control. TUe £rgww=t for 

applyIng sound financial standards to SVCP - adjusted only to allow for extra
an end of this section to getordlnary "developental" costs Is placed at 

Attenition. 
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TV. W.(* POLICY (writos 
A. 	 isc ion,0 ,
 

il s rs ,but Insofaratteztion,as th Theye arares

number. of to me are singled on for individualAh 	 out hereAofssues 

eato "role" and "insti ra_-er-,Ona. * btiu arastseia
not related 	 , they uarr8Ut special treat 
with all progrsr 4 confront all propms pls 

cent. 

theaiv ratna1. 	 Intoest rates dIf ple nSCthr r wereeealraised from s""ei e 

vould resl flona reuced dad
level to the twenty percent Loss lle 


moor gains. Losses allegedly would r "a a reducei n

koals and s and production.

Lrdits udi. a consequence, decreased 	 investent 
for SFCI that fautrs 	are sensitiv to changes in tM 
However, that argnt Ass5 	 low rates are necessaryand that the

of the order proposed above,
interest rates 	 'This positionfor productive investment.use creditto .nduce sall farvers to 	 aot be invest-

We are persuaded chat small farmers would 
been challenged. 	 thehas now 

were of such 	 small size to be eliminated by 
Itu an)ay It expected profits 

Also, smal farm rs are acustomd to and 
suggested rise in interest rates. Thus. if rates vere to shift; 

by village rates set considerably higher.
undeterred 	 ould not expect this to cause small 

ran4e mentioned above,, we 	 extent. Itupeard within the 	 to any significantcreditinsitutitoclfarmers to withdraw 	 except asfrom 	
low interest rates Is untenable 

that the theoretical case for
follows 
they serve welfare obJectlves. 

za. 
as p td In the ?bClaudo 

axeainst low interest rates 	 institutions,o fI The ratesThe case 	
and s istfla however s formidable. low 

in the workoPs byhi 	 ,And 	 fthe crediisttio 
expenses and por foi loss ' 	 separatelydo not cover operating 	 hidtb may or may not be 

the costs of technical supervision
let atone 	 in a cent Included 

including Anthony Bottaoley
Several authors,financed. 	 to be recoveredto the lender ubich ought

this volume itemize the costs 	 lof ratesin 	
cannot at prevailing rates. Thus 

through interest chaiges but 	
the credit institution. Low rates also 

Integrity of
Jeopardize the financial 	 the nm prosperous

losses by concentrating on
SFCP to minimize 	 smaltencourage 	 The bulk of the

those with collateral. 
reliable farmers, particularly 	

from target farmer groups isfunds
farm sector is excluded. Diversion of 

at the -lov rates andsupplyfor credit qxceeds 	 is set
almost unavoidable, since dmnd smali farmer is disadvantaged

in -ich typicalthe a rationing process 	
the supply of credit-firstand east iaort

low rates depressin uotion., Finally, 	 farmer clients and second 
banks from seking malco.mercialant by discouraging 	 financial intermediaries.savings in 

by inbibiting the deposit of rural cash 	
farmers retlicies offered all a 

A has led th low interest rate 

Insists that 
do the ll farmer ore harm than ood He 

hoa He sas 	 l 
of interest rates Is one of tha

ratinaliatio face.field of sm farmr
ould undertake in thecoutries 

factor prices caused by
relative 

One must also consider the distortions of 	
capitalof capittl encourages

The underpricingrates.low Interest surplus economics. 
intensive techniques in labour 
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A iew other AP authors questlonthe importance of the interest rate Issue.
 
Atle accepting the points made above, they make several additimal ones:
 

I)that since mmy of the input anid cmdity umArkets in aihich 04a mmall 
farner operates soffer from monopoly and other distortions, correction of 
interest rates is not likely in all cases significantly to improve economic 
efficiency; (2) that institutions mUst charge msuch lower rates than may
lenders because the latter offer many nore services; (3) thatthe hypothesized 
effects of higher interest rates on the supply of cm ercial credit and rural 
savings are untested except In a few co-mtries; and (4) that LDC $oviamnts, 
,>olfti'ians, farmers and scholars support low interest rates and, right or 
vrong, that opposition vilt not be easily overc. Tese argmnrs would 

m ithout offerlng high rates as a panacea to the problem of SFCP, one mst 
support efforts to correct the remarkable distortions and difficultius attribu
:able to the prevailing low rates. 

2. Subsidies for sall farners can be justified on several grounds, but it 
is a mistake to use the credit mechanism as a vehicle for subsidy. The argu
ent against subsidized interest rates has already been summarized. The argu

'toent against passing subsidy to mal farmers by dealing gently with delinquency
 
ts that this permissiveness destroys the disciplines ubich are vital to insti
:utioual viabilityan exception is mentioned below in the passage on default). 
There are three waii asons for subsidizing small farmers: (1) to redistribute 
incm to thea from other sectors, (2) to maintain subsistence levels anmg
 
extremely poor farmers (group 5). and (3) to encourage production of the
 
'*potcntiaLly-viable" farms classified as Froup 4. hese are legiticate reasons. 
but we argue that :he subsidy should be incorporated in the price of services 
and supplies, rather than in the price of credit. Subsidy will create dis
tortion and lea to sme inefficiency %here ever it is made. We say the effects
 
on credit programs are particularly daxagirg.
 

3. There is a stroner aEbrfment for subsidies to institutions uhich suppl 
credi . than for subsidies to farmer-borrEwers. This suse~t that 
*hile interest rates to famers =ay be,raised, interest rates to commercial banks 
and other financial institutions should be lovered as an incentive to expand their 
mall farmer portfolio. The suggestion, however sensible, can be expected to
 

meet scrong popular resistance.
 

4. The cosrcially "non-viable" farmers (kroup 5) present a problem with
 
uhich the Sprinx Review is unable to coe. Production oriented planners
 
exclude this group out of hand. Welfare oriented planners concentrate upon
 
It. The deftnitiontand distincttons made on page 3 are discomforting, because
 
one must ask %hether fars physically incapable of fully supporting a family
 
could nevertheless profitably absorb small farmer credit to bring then to
 
their full farm potential anti provide as udi on-farn income as possible. Iby
 
exclude group 5? As Thomas Carroll points out elsewhere, to =ake non-viable
 
units viable is the heart of the development business, and instituicual forms
 
can be invented to econamically organize and service farners at the bottom of
 
the pyr=id. It is clear that the limUt betveen groups 4 and $ is flexible
 
and will drop as technologies, extension agents and other services ber.me More
 
efficient at this level of enterprise.
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y ic agretd to be an essential
5. Supervision of the use of new technolog

It is clear from the experience in Asia with high
conpownt of oat S~a. snythat 
vielding ioeas varieties, and frou comparable episodes 

else *ere, 


farmers can learn and adopt new methods without the support 
of extension 

.- unaninity amog parttcipants atmal 
 renarkableServices. nevertheless, there wa 
.bour the
the value of supervision was questioned,the workshops. urenete 


loportance of advisory assistance in accelerating a diffusion process and in
 

ensuring that the sll farmers properly apply 
the entire recownded package 

attractive elesunt. Supervision appears to 
of practices rather than a single, 
be best,organized by crop or some other :oncentrated progran 

line rather than
 

in the manner traditional, all.-purpose extension services have been fomed.
 

4'ie credit service, or linked to in a
 
Ultether supervision is unified with 


"6issue. The solution depends upon.rc.
eparate-service ,_wa nT-OnQ! 
n uk-rv sory se- t&3C~If the crei 

stances peculiar zo each couvcry. a e costs of 
=ified. the costs of supervision can ustifiably be separated (rcv 


x vennzt budget rather than the borrouer.
 
credit operations sad harsed to the 

It is Ipossible to disassociate the supervi sion 
issue from the technology 

Wlthout a superior technology, uihch meets yield 
and incentive condi

issue. 
 Sooe supervised

tfons suggested earlier, supervision uakes little 

difference. 


credit agencies have trained agents beyond the 
level of competence ubich they
 

brought to the agency, but the new level offered 
no measurable advantages to
 

the mall farmer clients. The credit, the supervision and the training had
 

It is clear that the technical etension program contemplated
very low value. 

here differs from the- standard extension wodel.
 

6. financial savings ay be generated in rural sectors at rates much areater
 
The experience


thoueht a their accm--lation Is hihly desirable.than c~lV 
In Taiwan. :Zbia and rsehere provides evidence to port this hypothesis.
 

savings vi"i be -'rovided partly by small farmers themselves, especially
"le 
tnc~b expenditure cycles


%Acere a variety of tarn enterprises exists and the and 

differ anong farm fanillts. An important part of the savings will co from
 

ajority share.
 
urban and non-farm rural depositors. houever, #erhaps 

the 

But to encourge 

Interest rate policy will help determine the level of deposits. the legal basis 
mst not only raise interest rates but provide

savings. goerrnbmt 
and security for deposits and) help develop zhe physical facility. Rural banks
 

So do some credit coopers
and provincial branch banks offer such facilities. 
 and rural developto small farmer development,tives. The long run importance 

in general, of the ability to generate within the 
sector itself much of
 

ment 
to suggest goverrment should encourage 

own capital requirements is ouch asits a savings facilit-Pthe savings facility. Moreover
credit institutions uhich offer 

in a credit instItutirlfl ran *rretrhon rho institurtin and, as in Taiwan. with
 

time provide a base for carrying other institutional 
functions uhtch are not
 

sel f-supporting.
 

Sut we don't want to ezaggerate. We cannot pretend that in the early years 
Some


rural savings will finance a large share of institutional credit needs. 


of the AP authors question the Importance of rural cash savings, 
partly because
 

the alleged savings response to institutional incentives remains 
untested in
 

most countries and in any case is not necessarily rational, partly because
 

indicator of aggregate farm savings and investcash savings are at best a poor 
as deposits grow, corresponding decisions
ment. Oce cannot even assum that 

that real resources are withregarding real investswt are also wade. that is, 
can encourage mall farmers
held from consumption. but to the extent SFC? 


to borrow and invest in farming, the conversion of financial savings to real
 

invescaent is accomplished. 31 



to have no role in SFCP that oasize pro7. 	 Consu--tin credit appears 

t s abebothincorrect mad rolitically
ductor oh ectves. but that audt a 

of loaned funds Into nonproductive 	 expemd unaccetabl. To prevent leakage 
to farm deliver credit in ktndtures, SYC? same Lizes tie the loans inputs or 

Yet there are argmets against such rigid conerol of loans.rather than cash. 
on~e of them holds that in welfare terns consunption expenditures are as easily
 

defended as prodaition expenditures. and snall famer program which iUit
 
sma 	 Givencredit to productim deal with only part of the farmer proble. 

want to reject this
the scarcity of prcgran tundn, a foreign aid agency may 
arguent WWd insist On investing in ircaw-increasing projects. o t other
 

says that since funds are fuagible.arguments are less easily rejected. one 

to a large extent neaningless and impossible
earnarking credit for production is 

.zenforce here credit-.s given in cash. Another cites the danger,in giving 
- l
as
credit inkind -- of discovering t-oo late that production rec.o for 

and had locked the farners into sub-optiel practices. Another powermere wrong 

,;ul argunent is the one presented by Baker inhis AP. He maintains that a
 

secure source of credit, available for family emergencies and other consumption
 

ites 4s well ar for production purposes, will persuade small farmers to reduce 
Baker feels these balances are subthe level of liquid balances held at home. 


stantial. supporting the argmvnt made elsewhere about the savings potentil.
 
a source of credit to cover emergencies,
If the s tal farmer has confidence 	in 


excess aiqd balances in his fam. 	Thus the availability ofhe nay Invest the 
ifluence on productive lnvesIMengjt.cons2Wtion credit can have a positive 


The so-call*4 consuption loan progra of the Ivory Coast may be a case in
 
not for conswiption credit per se, 	butpoint. Actuaily the argument here 	is 

f(%r aP open line of credit. This 	position had sme appeal, but the issue Vas 
team isnot prepared to
a*&dessed only superficially in the Revier and the AP 


vobt for or againjt consimption credit.
 

as another factor iven to, little 	attention in the Relea.8. Collsteral 
Recognizing the difficulties cost untitled or tenant small farmers vili have
 

in securing a loan except by rwrtgaging the crop, several of the authors never

heless recond that liens on the 	anticipated crop are probably not enough 
to
 

However, this JudSontamy be overlyensure the financial success of the SFCP. 
areas without a profitable tech-
Influenced by the record of SFCP operating in 


nology. Repa =nt rates are high enough in sme programs that do not require 
that vhere the conditions for successful creditadditional collateral to sugest 


programs obtain it may not be necessary. This does not nean that z.adaster
 

and land titling programs should not be pressed vigorously. Establishmnt of
 

for mortgage could not fail to enhance the small-holdees credit
the legal lase 

worthiness.
 

give services.
9. Gr4dAtion policies re ncess,ry for S ,hich special 
sall farmers for a period :of time calculated topriviletes and subsidies to 


has been reached. and
brink th to c=ri al viability. Uhen that position 
with them,
assumu tht the nornal commercial banking system is prepared to deal 

the successful =*It fatusraumist be raduated ct of the specIal program to nake 

wy for new clients. In.general, howver. S.C ftil to graduate clients. Rather, 

the low interest rates ncourage older, succespul clients to continue 

In the program and collectors, vho need to keep repayment rates high, to try to 
different
keep these credit-worthy borrowers from leaving. Graduation has a 

eaning in cases where the commercial banking system is induced to deal straight 

auay. though on special terns, with inexperienced faraer-borrowers. Here gradu

3Z 



not a process of mving frm special to regular Iastitutions but of 
scton is 

system from one set of terms to another.shiftcing vithin the san institutional 

edit are eneralky10. Defoultand deZJ c 
hither th ould seen acceptable. But we are uncertain about the relative 

r..co... each of the alleted causes."Thus corrective action-is difficult 

obvious policy - to intensify collection methods - Is 
to design and the most 

said that the default proble was
u-nlik ly to succeed. Earlier it yes 

probably related to the tow profitability of the farming enterprise fianced 
I1 such a case the remedy ties either in adjusting input and

through credit. 
have quick effect, or in the development of new 

output prices, changes which can 
relieve the default situation ingoing totechnology. a strategy that is not 

the short run. iere default ispartly explained by the famer's feeling that 
to be repaid - an attitude th&t is often explained by

the lo" does not have 
n tpolicies in the pt - corrective actiov will have to be 

take years. " based on an educational progr that also may sbrins..- -up 

another iWortant point about default. That is, that twenty or thirty percent 
see=. First, rates ofdefault raus may net be as unacceptable as Rhey may 

this mgnitude (provided they don't worsen) are probably not indicative 
of 

in the institution, or the afterglow
unprofitable technology, lack of faith 


of earlier govowment give-ausy progrm. If the-a factors prevailed, the 

rates wuld be higher or rrow higher. Twnty or thirty percent rates nean 

the great majority are reptying, and the delinquents may be the group of poor 

potrformars we would expect In any educational progra dealing with unsophisti
to apply criteria 4frated peasants. one could even argue that it is wrong 


SFCP operatio, since that could
financial dircipline at the bexinn of a 
one of the oblgctives.* Of course the Institutionalequally'be consi.ered 


be "covered by some form of subsidy. and the defalt disease
deficit must 
be permitted to infect the clientele who are accustomed to repay 

institu
cannot 

tioal debt. Also, the notion that a credit progran should accept,as normal,
 

credit

losses of thi6iAn.Wtude in dealing with peasants is repugnant to nost 


experts, Inludiu (**= of the A authors. There are enough cases of S:r
 
to thirty

with very lw default rates to suggest to these experts that twtty 


perceat default rates not only should but can be corrected.
 

prevalent*Eckaus and others cite scattered evidence that default is more 


AVXno nediun and large farmers who enjoy political immnity to punishment,
 

than amng smll farmers. If SFCP were restricted tomsall farmers, repayment 

races night risel 

.. .....
.+ ,.+ .. + ~~~~~~~. ... ..... + •
.. 
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V. FOREIGN AID 

A. Discusslo
 

Agricultural credit programs supported in the past by AID and other donor 
agencies should not be judged solely on criteria easuring the success of 
SFCP. The concern for =all farmers,, or, better said, for the Involmnt 
of asses of smuall farmers in rural developsent, is relatively new to these 

agencies and the slav progress in that direction gives nore reason to re

program for the future than Co critize the past. Most of the policies and 

options discussed in the preceding parts apply, of course, to donor agency 
In the near future AID will prepare atpolicy position paperprogrzlng. 


suggesting ways in which the Agency can apply the research results fro the
 

Spring Review. Two of the more obviotas implications vill be repeated here,
 
bi.*hu-c'iey 'anre c*spCIal signitI eI daone-that has peculiLar Ttuevace 

to AID rill be added. The third point refers to problems highlighted in the 
paper on the history of AID programs in agricultural credit (vol. xviii). 

B. Findings
 

I. The case can be vade that donor agencies should not be as readily pre
pared to provide, as they have provided in the pas'., support for SC that 

do not met certain ninimas conditions fora successful production ,,iAct. 
The opportunity cost of these aid funds is high: other program in 
suport of _all farmer develog__t may have greater effect. 

2. In those cast uhere a new technology vith allered advantages over con
ventinal practices is not being adopted by small farmers; -- thir cg 11t 

applies to the typical case where technolog carries modest or divisible 
the technology, or thue-saketsend notcosts -- the exIplation probably lies in 

in the lack oa crldit. Adding credit un't cake much difference. 

3. AlIl should be better prepared to evaluate small farmer proeram proposals 
involving credr. and to ascertain whether the conditions for success obtain. 
AID lhould also-b. better prepared to backstoP SFCP once they have been iple
vented with AID szpport., in order to identity and adjust to difficulties 
and breakthrogshs that ,sarge. 

Vt. C(?CWDI1 WMARK 

tere inpressed vith the extraordinary difficulty of analyzing the reasons 
for success and failure of SFCP. Thi is a reflection of the fact that we 

are trying to find partial solutions for perhaps the most intractable of 

development problems, a problem for uidch partial solutions obviously won't 

Aiorkand to which few solutions of any sort have been profitably applied by
 
interventionist forces in the past. Nevertheless the review of the credit 

component has given us a handle on the overall small farmer issue, and we hope 
after the Review to be able to Inprove upon existing AID program. (e 
of the factors cooplicating the study uas that It has become fashionable to 
critize coops, supervised credit and other agencies of small farmer development. 

and these criticisms have tended to obsecure the many :tbstantive achievements. 
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CREDIT 

Thursday, July 12 

0830 - 0930 1.egist ain and Coffee 

0930 - 094- W,VeL e Aress and Introduction to the Re iev 

.*  low0 Presentatim: "Trends in Dw-)r Creat frogrw*s, 

low0 - rill,5 SI3OR I - 711E ROL~E C? CtEDIT 

1000 - 1.100 Presentation: "Ihe Rol* of Craetit 
CrAments 
Diacussion 

UOC - "130 Coffee 

1130 - 1230 Panel: "Subsidized Welfare Privmn" 
(uS~ald donor agencies support~ ubsio4'f. 
credit prog-mx directed at velfare at~.er 
thin producti on objectives?) 

12V0 - 1i00 Lunch 
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(Are sll tarmer production objectives 
better achieved y shifting funds frai 
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1515 - 1%15 Cofftee 

1505 - 1600 Presentation: "?he Problen, EW-gtficance and 
Treatment of Delinquency and DefNlt 

160 - 1715 Penl: "wmidlie Del nquenc" 
(How can hi;h dellnquency and detrul'ts 
be corrected in the short anid loz o--

1800 cceptica 

'Mrn OverPreced page blank -. ,, 
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?rifty July 13 

0900 	 SESSOR II -coopRATivm. BAIKM AND NOUmYLE1IDS-1215 

0900 - 1000 Presentation: "Ehnks and Xweyleadersw 

1000 	 Presentationa: I~he Comilla Coop owd its-1030 

RepUcAktien in UmBadaxh" 

*1030 	 -1100 coffee 

I 10 -2 15 Panel: 0politicCS0r Coq p' 
(Ikw can aheptcal farer be grouped: 
dubious Sovenwants be persuaded,, 8Md 
larger rarmer4 neutralized!) 

1215 	 Lunch-1330 

1330 - 1530 ~ szI0n ni - MffZRsr RM7S 

1330 - 18.30 preseztatiao: "The Case for Hig0 Interest Rates 

Disci-svion 

11.30 	 - 150 pawel: "Selling a, MUgh Lmtoeest Rate Po)CUC' 
(Hov do 4ouwr speacies overc the 
foroddabi.. support for low rural interest 

1600 - i68.5 Spring Review Fbllw-thu ad a Research Aertda 

161.5 	 Su~wry and Closing-1715 
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Excerpts fran the AnelYtical Paper 

lbhe C!' et C0WWCtAOn: Cultural rM 
Sc~ial Fac tr AffectilhI Saall FarmerAPMDTX C 
partiptionl in Cred4it Pro~ans, 
cy1~hla Giilettt &net ormw 11MOf 

Rtural I VC1Oruufnt COittee, 
CcrneUl ivertlty. 

PART I: I1MMUCT1(3I 

paper cannot enccmpass "all you wanted toAn aalytical 
afraid to ak." We

knou about culture and credit but were 

-%Uvenecessarily chosen to delineate and discuss certain 

that w find &mstsalient under the heading of cul
issues about anall 
ture and credi In ef(.ct thso ais" 

that we think have souem general and empirical
farmer credit 

we present these basic assuaptions
validity. To 	 begin with, 

the 	fo-us of the succeeding
which, with one exception, are 

is t e issue of "economic 
parts of this 	paper. The exception 


Uhic7 is f&zliar to all concerned with develop
rationality," 

think warrants a brief 
sent in the Third orld, but which we 


discussion in this introduction. Part II deals with the
 

of muall farners as borrowers, i.e., various

cultural context 

for 	credit. Following this,
factors affecting the demand 

of credit proV..s as
?art Ill treats the cultural context 

the su of 	credit avail
i.e., factors 	conditioninglenders, 

shows various 	im
able in functional terns to SFs. Part IV 

It and ll-what happens
plicatio-s of the preceding Parts 


when these tuo cultural system interact and bsat are the
 
Part V then c 	mpares general

likely points of difficulty. 

characteristic differences between formal and informal 

sources
 

of credit.
 

Farcer CreditPremises about Sall 


capable of asking, and generally1. 	 Smal farmers are 

do make, economic decisions that are rational,
 

cultural milieu,given the local Institutional and 

or put another way, that small farmers qualify as 
"econmitc men. 

The 	 farming coemunity is already structured in
2. 	

terns of regularized patterns of economic social 
and 	shares certain valuesand political 	interaction 

happensand attitudes 	which directly affect what 
of credit become available,wben outside sources 


i.e., there is a borrower's culture.
 

ow 	 cultural charac3. 	 Credit program develop their 
context of a wider

teristics and 	operate within the 

4S
 



sponsoring society which Influence$ the basic 
values, attitudes and naous for behavior followed 
within the credit orgaization itself, i.e., there 

is a creditor's culture. 

are embedded in particular
All economic transactions4. 
cultural and institutional settings which Influence
 a

the nature of these transactions, i.e., thers 

is 


social and cultural cont#%t surrounding any 
credit
 

relationship.
 

credit agencies are at least partially in5. Formal 
competition with informal sour:es of credit avail

able at the local level, and that there are some
 

fundsmetal and Important differences between these
 

two types of credit, i.e., that credit progras
 

establish a new set of social relationships sad 
In

troduce a nov and possibly disruptive elenent 
into
 

cwMMity life.
 

Economic Rationality
 

It is nov widely accepted that small farvers 
(for which 
nakirg eco

the abbreviation SFs will be used) are rational in 

decisions, given the constraints and opportunities 
avail

nomic 
Yet despite the verbal
 able within their own cultural milieu. 


to ignore the
recognition of this, government programs seen 

Implications Which follow from accepting the idea 
of economic
 

rationality. 

One of the clearest indications of this contradiction
 

between governent practice and professed belief is the eapha-

Upon exzaining the operationssis on supervision of credit. 

in alirost every case

of credit prograus, one discovers that 
that SFs will "Waste"
the foUowing:
pro.-as officials assume 

credit on consuption; that they will not use credit produc

that they will not adopt nov technologies unless
tively; and 
introduced vrth supervised credit.
 

the
All three assunptions are misplaced. First there is 

artificiality of the distinction between "investnent" 
and
 

"consumption." Every economist will, when pressed, readi y 

is arbitrary and unconcede that the division between the two 

real, yet the categories continue to be enshrined 
in the canons 

of economic theory and practice. Thus a loan used for edu

cating a son or replacing an aged bullock my be classified 



o 
as w"consption," despite the presumed positive effect 

as the progranis employedproduction, because the loan not 
intends. 	The second assumption coes frOO the tendency to 

a production potential to new technologies thst isattribute 
both higher and me intrinsic tian the facts arrant- It Is 

forgotten, that increases obtained
videly Iown, though often 

are rarely duplicatedexperLuental or demonstration plotson 
at the faro level and mast be significantly discouted in the 

to Potential profits
transition from research station farm. 

is using only part
aust be further disr-cunted if the farmer 


of inputs or-prarica. andAL5 
of the ttpa V ce 	 in theif he receives umninal training
counted still further 

Smith, for an excellent
of the package (see Philippines,use 

case study). 

There are additional difficulties in adopting ne techno
farer,

logies vhich nay lofluence the real profits to the 

storage facility inadequacies, price
including arketing or 

andfor nev varieties of crops,
instability, uncertain demand 	

pro-Host credit
indefinite availability of transportation. 


the practices

grams liit their efforts to trying to change 


institutional costraints say

of the farmers, vlile separate 

limiting factors and reduce the farmer's notivation for 
act as 

adopting nw farming practices. For instance, if the farmer
 

he will be forced to share additional net returns
 
is a tenant, 

his net profit is considerably reduced. 
vith the lUndouvers so 

A third misconception about supervision lies in the 

In a number of credit programs farmers 
matter of 	fungiblity. 
arte given loans "in kind" (e.g., fertilizers or seeds, coupons 

for irigation water or pesticides, etc.) rather good only 

thus be prevented


than lin cash in the belief that they vill 
As is w11on consumption.fro" "uasting" their loan coney 

little difficulty in exchanging
kno, hovever, peasants have 

for acney 	 if they want to 
or insecticide coupoosfertilizers as well have given

tn fact, the credit progran nightdo so. 
the first 	place.then the cash in 

that what 	constitutes "productive"All this is to say 
through fornal institutions uay be 

use of credit available 
the lending *gency, and that the 

nistakenly construed by 
ves

conmly nisperceived need for supervision serves in large 

increase overhead costs. Another way of stating 
sure merely to 

rationality assumption.
this proposition is to begin wich the 

In this Schultzian age of agricultural ecanouics, it is very 
SF is essentially

hard indeed to find anyone to assert that the 

But if we 	really believed the SF to be'a "ra
irrational. 

a "line of credit" (makinr.old give hintional nan," then we 
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it clear, of course, that the loan mast be repaid) rather than 

supervised credit. 

Aside from the issue of supervision, there is a second 

area of discussion that frequently contravenes the principle
 
farmers who fail to participate in
of 	economic rationality: 

support govetmzet progrs are comonly considered unnotior 
Yet who is being nore rational, the

vated or tradition bound. 
is often an open question.SY or the Svern=t change agent, 


We find a frequent conflict betveen formal economic models,
 
and axions, and

vhtch are based on universalistic assuaptionz 
tni~naZ~nciC-~y~tW, vhich repries-t1t actual, cenuptioii, 

with alldemand,*supply, investment and production patterns, 

the shifts and disconlionties Introduced by social organizi

tion, political Interference. nonopsony, and the like. 
On 

the "=odern" economic sector maythe basis of formal models, 

appear to offer superior opportunities for econoxic revard,
 
but within the realities of the informal economic system, this
 

sector is frequently less veil articulated than the "tradi-


Economic growth depends on the functional intetional' te. 
gration of narkets, prices, technology, inputs, consumption,
 

or inputs,
savings, credit, etc, Failure to provide markets 


storage facilities or credit means slply that the modern
 

sector has fiile?, to make its informal economic system work
 
systems may not be


for datever reason. Traditional economic 

equitable or offer the sane opportunities for growth, but 

they have the clear advantages of being coordinated, on-going 

systems; of being adapted to local conditiont and of providing 

reasonably predictable levels of income. On the basis of 
choose to follow
economic rationality, saill farmers nay veil 

inefficient,
traditional patterns if government programs are 
fail to operateare cdrrupt, favor the larger farmer, or simply 


success fully.
 

credit program, goveranentIn the c.ise of small farmer 
a strong preference for devising encompassingstrategies show 

plan based on formal economic models and relying on a fairly 

direct transfer of "nodern" institutions. The result is little 
institutions or with the In

articulation with pre-existing 
operating in different localities.fornal economic structures 

Banks rely on the ability of customers to reach their offices; 
system of exchange; on collateral for 

on the use of a aonetized 
loans. To transfer such institutions into an envirowInt that 

who are remote and largely
Is 	poorly nonetittd with customers 

and who have little or no collateral is virtually toimobile 
the sall farmer. The Institutioninsure failure in reaching 

in 	 the
itself is inappropriate for the conditiocs prevailing 

rural sector. The fact that participation on the part of the 

7/ 



.ural population is often disappointing should noc be too sur
prising. 

Given the illions of small farmers living in the develop
ing countries, it is essential to recognize the inherent 
linitations of centrally planned and alainistered programs. 
In almokst all LDCs It is quite unrealistic to me that 
centrally trained and controlled personnel will be able to 
reach aore than a very small fraction of these farmers, In 

order to expand beyond this niniscule coverage, it will cer
tainly be necessary to rely on the farners' own motivations 
..d-leadershfp potendtl. To this end i rth .t tine..
 
and energy required to ain detailed information concerning 
local conditions, especially the infornal economic system, and 
to atteapt to adapt governent progrws to these conditions. 
The incorporation of faraers into the planning process could 
easily intiroduce data on local conAitions as well as develop 
local leadership. The cost of not adopting this approach is 
often virtual failure of government progras to penetrate the 
countryside in any significat way. The tine and coney pre
sently spent on supervision could be shifted toward nore pro
ductive research and interaction between farmers and governnent 
agencies if program planners were aore willing to act upon the 

premaise of SF econoaic rationality. 

This is not to argue, as we will anplify in Part Ii, 
that the choices and actions of sall farmers can be seen and 

understood only or ccpletely in terns of econcmic rationality. 
Many values apart froa maxinization of profit or incone will 
figure into SF calculations, Just as they do for At-ericans or 

Earopesns-vho buy "prestitt" clothing sad "trade-in" properly 
functioning autonobiles, waho usually prefer novies and sport

ing events to night school classes that could lead to higher
 
personal incomes, and who purchase appliances on credit at a 
high interest rate rather than pay less by waiting, saving &and 
paying cash. Appreciating the satisfactions of status or lei
sure and valuing inatdiste over deferred gratification do not 
make a person "irrational." Yet a double standard is often 

held out in economic analysis. biat is seen as a atter of 
different castes and preferences in aore-developed countries
 

is regarded as foppishness, laziness or incontinence in LCs. 
People in either set of countries are capable of "econoaic
 
irrationality," but nost pursue their preferences and inter
ests reasonably sagaciously, responding to economic opportuni
ties (discounted by costs and risks) within a framework of
 

economic and other considerations. This framework insofqr as
 
it is shared and affected by attitudes a=6 experiences within
 
the individual's conumnity is an important part of what is
 
called "culture."
 

L 



PA? VI: I1XPLICATIONS
 

(1) The foregoing analysis implies cost clearly the 
iportance of questions pertaining to cultural and social 
factors. They are as lportant as the questions raised by 
economists vith respect to economic returns, technical co

efficients, narket demand or pecuniary profitability. For 

a given eavironwent, there is such a thing,as cultural or 
social feasibility vhich even taker p.cedence over economic 

feasibility because the viability of a particular -economic" 

~undaetaking depends on supprti!..biavior of individuals 
and groups, which nay not be forthcoming because of cultural 
and social factors. 

(2) A second loplication, steming from the fact of
 

great variability in cultural norm and social structures, is 
that wery specific knwledze of local conditions isneeded for 

operation of a "'successful- credit progri with suall faraers. 

Local conditions vary in coplexity, irzutability, etc., but 

they are in any case diverse. Prograns designed for a uhole
 

country, or even for a whole region, are likely to be inap

propriate and unproductive in certain localities because they
 

do not "fit" with particular patterns of fanmily organization,
 

ethnic relations, power structure, or cmnity attitudes.
 

(3) Credit prograns are best seen as "add-ons" to an
 
existing local situation, constituting only one of the uuay
 
forces there, even in the iealn of credit.. Just as one mist
 

acknowledge in technical ters that credit aUect only one
 

aspect of production opportuities, so in cultural and social
 

terns, credit is only a part of the matrix of individual and
 

group Interactions, econonically, socially and politically.
 

As sich, credit prolrans have only United ability to iiduce 

chanse. They should be seen as an influence rather than as
 

a lever. This view does not make then unimportant but only 
counsels a more realistic perspective on their potentiality 

for changing local economic, political and social relationships. 

(4) Beyond this, it would be useful to consider alter

native designs for credit prograns which would take social and
 

cultural factors nore fully into account. Ve are struck by
 

the basic similarity of practically all the credit progran
 

reported in the Country Papers-essentially hierarchical,
 

bureaucratic, "professional" activities attemptiag to manipu
late small farmers' behavior uith little or no feedback fron
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farmers themselves. We are not in a position to re-desig_ 
credit progran but we can see from our analysis howi cons id
eration should be given to nodifying the hierarchical lines 
of authority and comunication, reducing status differentials 
between agent and farmer, involving farners in credit deci

sion-naking in a substantive way, recruiting credit agents 
nore from local envirnmerts, changing incentive structures 
to make agents more responsive to local coa=niLties, dropping 
or greatly nodifying the "supervision" function of many 
credit progrm, etc. Credit prograns design is clearly a 

but donors could themnresponsibility of national governments, 
selves be =ore receptive to or cacouraging of innovative 
efforts.
 

(5) We would want to state also the implication cooing 
from our analysis that in soae circumstances fornal credit 
progr n for mall farners ma not be feasible. Even if credit 
were an ecoo.mic panacea--hich it is not-in some comunt
ties or situations, social norms or group organization are 
adverse to the operation of exteraUy-ponsored, formalized 

This should be recognized andinstitutional credit activity. 
comin cause of such infessiaccepted.. robably the most 

bility will be the existence of a local power structure which 
short-circuits any effort to get resources to the small far
ner or to preserve the benefits of innovation for hin. Sup
porting farmer organizations as a separate rural development 
activity nay be one way of affecting local power relations, 
which once altered nay nake a credit program viable. But it 
is unlikely ,that credit prograns on their am can alter the 
local situation or achieve developmental objectives in rural 
areas where social structure .AnJ group norms are otherwise un
supportive.
 

We recognize that these are not e3pecially encouraging
 
implications. In part they reflect the caution which coames
 

not an
from "taking everything into account." Our intent is 
lumobilIzing one, houmeer. The "successes" chalked up in 20

25 years of experience with credit progras are nore likely
 

than not to have been scored in terms of internal, organiza
tional criteria, rather than effective ecoomic, social and 

polit cal change at the omnity level. Thus these implica
tion.s\Veu to be supported by the veight of experience chuslar 
accumulated, and the stock-takiap and Iapetus for re-design 
and re-direction of credit programs signified ,by this Spr.P3 
Reviev seem quite appropriate. 



APPEOU 

workshop reportTnwiag Network 

Small Farmer Credit 

RaOiAL Tgsxixmurjt AX0 Catzn Dowswx"L 

Tilt W1 0"m"pt frja btisttuarU)W*pat insto a"Oft PCOPI iumnItd in
 
La.,mimad Wm~itme in kIewdlptd comiltns fkdoptmo %,KcLI
 
fUCII) is a .mpkex And at"".tol ptta to wuih "Ap n-giunt (wjj S- S
Oti 
W4 M*tn',%. tbt W~uu &an~ dowilwI" she IV")i VrNwe"to LOW4)is MnOWe&,wth *1 a gerric 
sttnatio is Al c4 the undotiftelop ould j3(Wt H AIlIC .m~ian- iamU riwo Jk~iuteme Susai. 
is bM4kany @,Wuk. wt s RWeg OSIh Musa)R imn1ud t~C7 O$FT)) goodwd-t b Obl Sar jniit 
isk the ((VNitI W*UW MW ha" Olt t psl £o is- in 1111. 'Thsatmiar dimuk int autaSiom So the 
tuin3 Oan immsing miviSWL. I'@3 uta l, inS- falar dwt ad ift, upew to 104 at 
tum umsa~h "*r she ial funur an the 'IWi~ of of the 5fl) apesrs ubkbg hatt bee, m daed WMW 
unitid4 inhifm hUs puhsat im innfaaiom ra iow auH Itwr dmaithe 'uuld itwn. tesv 
Frgmhnwi. bowsuio of W exquvr the tiali £aUr OOMM~ valsa and cas 006nit WM Praed sod 
tv sk"M~ ha" an*Q o r st*Ioad4 epu 60 ift a discuaed.ot of the urmuom of istnwsas s0* * 

wztl k- cirdit in she dreviopm prmt The crodit wtri.inpro edle@ 
A .uINNr 04 4csrlopW inn.prpf hepnn ObOv6 lb JSup PSo i dtith.ri at an3 M 0~dQIn peas 

!be, lot 04 the anml Luwer hawe been ialutdwso"On tal tie d1 the tsrnet diicmot in the cuac min 
lt aw d in mew iwae Too litnk i~axima abou ins". 
Othe xpokwts tas fod kv ay 'to dwthe d lp 
Most litac. The Riclcssu sad Tsaimna ?t'wL 
(RTN4) al! the Apkaulsral OtwdropmWe Cow"'~WS~S O.l~ 
fAti~ jC has "mempkd to chnW that satwusa The O&bcrrn of the otdit "Lokap war tw@o&U: 
the O"Ol spom*n e""nm And 1a at to ccowevu exsrruraksh 1 ttid ow. And £opt of ezaeding 

avlwlmal credit so %"nU bnam vid. two,.So Vden 
f~ewsah Mnd PaI&q im"n @4 Ma*o iouvat. it Wras 

*Ai00Wai 1001000 t CO&Wr Xemuih 4SAIN'Aa.i 
11"lio. Dau.. mm. au.ti tmy 

View 0004 C&A*& be *t*Of ku 4.I0 m e Iay%.tdgas ~ ~ adg.4i. a 
I* A01,i0wok %*OuI 1"Iea rvisf bom Allow md- 004bJO *04 Me Wk AuusV Swt04Wmd rm=, 
p'.uu.1 to$ , 4t 6. tJa w ki Ak 151, A Ownha ed'sioa",au,;441 opdApyM*O~v 1A "OWN 0" I.AMA 


nags~~~~udto 4. IS du gNAou pru~k aoraiIt b
UW~ Oi.p~i ago tWeuiip 6he e 
&r pe4mittss. e4 tha*t "ur Cuii $"We"Mil 

The Agwlcaltuw.J Dervolopment Counil. lInc. 6 30 Ftfth AV=sin Now YOrk. N.Y. 10020 

Pre-ceding pge blank 



~AIW~d At sbt P'Wa Out jokwkWAsl Mitil WMWu~ 
bit rMco" to *NaaU firamlI 

The fw"u og thse wwkhwp taflukw ruhc~Ppiaski 
Pam5 to a*apaat lensadvam bksi~a WNs-
CIA glaiil inac, IbAal to the optaia *I ocredit 
ptogfm. That mrewsd were diw~il&Wtior so5 
the meciC Faeing the aptuig t-ask o rmh 
pooksatu. -aawastmer cA -toovia, issnti t idm-
t&kJ aad pa4 *a the ApwUd for dnwmiOsL That 

wm~b 

1, ftvf *&"nV-b fV&VaA W "Pm 
ai sq. t*Ikwtim, "ad PMOM "Asaim.-ru 

2 kaan,*us-.to- 
twibASiA00 "iid or 7Wabmalw~wf wtttMS 

~m a 4m)i.Ai mspr hn 
J, TubWA&SO awe treg-s aerd lot PaLW Pr 

pion, wcw s id wdw*I .mose e or wS 
WpthiiAble

4. Fall it. PW"t cmdi.-400. Swaitl o. shamu 
iusr~dua.r heohstor 

1laotvtsu rut PMWk*-tAM the hsWITs to" of 

rsPMIDl IsAW Ouaasiup eAlk soMWej" VMM 
00CWsir tanmiaw Wr~v 

Dhattow A timec ctsfarix the ApujW4 was tiai"to 
theAboe ivuo hir loLAC reTh gos~iskrol

fThe votati a yeimrshe UboieOxs~at" wiuthr t $)WIWho 

"It"C the srauts 0 the ufvssaso1401 At the mesi. AS 
WMl as th tmsasua ad the liftf ail mea 

C.. a 0600" 

r~et 01tfObugay 

ThtewAst xgrsA toiseso ian"A edi program 
%ShJWNM a its )Miftt Objustil thAut aupsassasiosol 
WWtINa ousQPOs Aod ist"m.*Istra imWewit"tat 

sea~alcoral pmat seouih a ""Uls .wqV2she 
tqiestsso A %samps motma scarap"ta*Iogu 
sad. Iwtha, di mahf bo paetltpm in 
tiarAl urma, Ciedit should be etusswd an the bas 4 
e.14PWses us) he as"Ifisi And iomnarsig ewso k 
%w*Uhtiae (Coasewouess the priu 1 objeesise of a 

stlhi 4st at " "W ywesae"Vow uewoit mpiw2 Itlf* 
ksos r..aeo A&W AONON a'A ftfos &Wd r mssOfs 

60"de Amowopal* 9W m amMkt am% *s lor *%W 

N &atu 

lord oda AirsAt W4406"lea 600aNss 
warn Ad mso toc. list 1aeofO r meO 

*euw Ian 
41", AtM 6W I uA- I i a M" i *lssdf A%IaM4 sircW 
maeipuaam -w loiu INW asites weA"yewadk IR 

wOwmes mtwis tama& wi% go esmefibu100q n.aw 

0 A semite of ius" Ws",un *is so I - sa (P "I~"tlo--
ratWit a h ftaftm *A-*I" cosOfiW Ifintl Lks *t 

*%ita sem wea" sanws .t vow oftas twrnsa*. se for 
ft4in~sis "asdto itr qwst woo" p)6 

2 

A.4 

ire"i isWIM so be to help the isher Ifafti 
he value ol ampu t . ioan in thee thaotb 
i" 40. kstingi him WMt Aoen Pia 

*:)wt eogpma Ayw to butt pwra dihyu~ *.jt 
Agli iths %etqmnAR imam, The smgk iturmen Lack 
*niie wu aca ckriskti o 1usd so w a,* iolkste 

A kwt loses r.1 Thd# ttpxlmt cApti?~ isl ka-m 
ittd, sespevli1 wiethe crops,of twosbsuadionAs w 
*A rai are Vaudai dist c uPrnwus wt whe 

-alAsrw Pal.* *41gdtalios Fr thew frAW. 
a mimumi At diue fecpied bv to lasi iaws 

Is wAs it ithat ww 4uistunr credit prto 7mM 
" tewl tboa Iimcs who tookZ ;wudawinvt4so i 
lgmg"s Im sssh loaM (tatthr feewth is reuited 
to Weatil) tlese who cAo pousctivIr ast' mtisi). but 
flwmMso Mt iaumppcul mote rapital at len

isslnfs 1AIrn in lhe trAiiiaw finaniA Sl~'t,s 
wom eut aia tw~ h 

borrwer 4aod wwt cafb i trac tI soau U 

LKsh in upper sAwS Altw linsit mugs he .kcssd in 
ocskY to idcmlj the FrpAsts toemitutm-. Fuasissf 

tONulises %,Mhnthe Ma. Mlit.4 shIle bK*Iowu so 
WMaektsoi wuksut su4ia..h is his loouotims 

(a~sa Lo ishk lA-Akvikf 41uiteiem. 

(t 1it"tt0' ihttlI=""u s 
to be wttwivi wins chowia batw=.s las OAN 
rite). kwn * A dit dotiskiss with inadequase 
W*WiC5Op An"s the PqsspCdshomwer.w Lusp 

Waftdeave ittrled pedesec due to lsa ""Wz~ 
kadig tow5 And)sine t hey -te easics to aa*4tt e 

.wx~lku as This ls;a, can thsawsl toots so 
fumen wt OW u6A is lSm&but w hs the =zqisil 

taveot#A she "WsPitul (37]ThIs aw eih 
of 1u5C 5sU" tin IMAs &ie Traditiosil IbXML. 
W9~ hiaws Invi bottotits wieJ usgiIbk aswus And 
wh car bal titles istapwsprait washw the bxst 
rblf h W PtdarisisY 01 $ thiWU ji!A 
20( 

Cedit progrum objwts ahe moms k within Sasje 
owet d=WaMpieheseT dnlopmnsl vbhem The sob 

oialobjersises twbu~did in 3(Vdit propam mums 
be sians with "~;a"sa poltic Soal IL. &oex

- smfe.Ima o o1 a o osms 

f@,* *VIMIM O" VN %COK* 10b -.A 

to.Fes0b
ho CSAur. wmatrnaeedu is m loo as tur %i.& owntait 
1080 acme'a WWWIS)) Ift rn hf ta ba 1*" ** 

ga~bo ofue. tsssdaof a "l A Ir 49,s~awu 
I4'IuS~ r&M#A*") mAd 

tewo A* is DaIis 'onvow"Mi. *i po" so, 
'The Ire~ma'".*I 

= ~ 
b tos M;)M"a ftibe as tvww wtaraemehip aw ic IgI6*4 

pmgui 

http:kaan,*us-.to


4 44edby4, pni 1'u 
he 14947,-ms ONV' 

*Ci h sdeekuaa 
% SI*CtL*tio tiegM$oMlatagm'4clw to, 	 O nCMt 

4~eLMMCU:m imSt3cuu'Advop miwsi
01W W 0 

be 747m~ so 

h ilg* 4Wdlee
Wi77rfpmdbwm o 	 niWLpwlpa-mflshf int ~dt 	 ltpt otolmuw4x ~i 

"" 
4~o Of 6ceki71lv 7-drdtww~s 

smm0 

4 dlmk~ ,P 	 flitciom nus~k
imai sx34;ail 

OwmWwx civmkdvo 	 th =43114Theardt ivit~imwvmW iwbffawc ;,& fOU 
in7iwjrsCdC0c nm.teptimsa 2 frmsi.ml"taWI 

dumtion~~~~~~~~~~~~~~~~~~~-

n Almp imXto itmbstmvwdmvtmw FCOC~h"asg beisaiedI"i 
apA tiur m i~xc 

stude theet"U"lml weith "MI 
is~eWrIWAA to cwckat~ h kmskd 11 mv uc1 	 to 

shd to 'Creit. W- '11 li. rmme m wan& , Wh 
sawl wtsssutWa irgAmn'uses's. MW mnww 

needis AM howEas ibe ith thedumt* m aok.4lhs Orh 20tthekI inisbsse="Lume xita"~ *S rogw 	 1. the ctssd Il.tsi~us ~ ws0 plawssttd.m~o'~~. ofa 
3151Te wow- of AsOsmpwa if ial wwibp WInk thee' 

thea s~isae soi14 to 
ductI.far FsgrmIsldilc rM~i 

wiu i*I~S)V i 4is~as1mtwe of ittsuge is c"iit 21cadi,ms~s~d~guumdite5 
hemf.kiasatoLtde mdshe It ams"w'-ft e iti 

im~uinthosNne iiit 0 Rub" it~ oIau bne d 	 nn to 

I0ee or 0in4aee sao mafl*bin C4 lv.3 caossd POSJ,at hiahdm iskax -hse lhow ither % iTew 
h aditil $IIin 3In ofmUltkwinm ohkm-n cins

619 my-AIbescirilgs 	umsoa m IAdsed to~ 

C dumli p~amb ~ to dcisat. lie tu t nIm~ai us~is ,tir i 001it IMVpm~h o desJ.~amuL 

mit OwAt AMrn ~bwai~skdm asit 	 We puW;KI anI&S
ofsul ~it*%.a suiissm aoflmtk cuat 


ageoussbe ZJ&*u thes t6cw Dhkaseuo sype

am&tslosm eisevuiw10emt alisa ~al~a 

s01Uiak msUt110C pUOlity 4fdith$IV, Sob~a~ssisVtmwais ink mew
Seif00e CCft 

pSm5Chwe iw~stals,. meto 
"£e U3A .&jsesilue .uIsO Mt h ew sybelepwII% gs'uit3

%Mclas4m *Ieg "' hes ssdcwIt themhlt stn00" Che drv ho ahw
d#VWVAAc Isssa4asIU c~ssrstMiM 

o~fs estsS 01hbsu'sr sd bbat a 
linked., w,"l*r Kctda.bjens'e cow usi sitit polity 


catwit 01 lths00 t otilI v"ii*zmd

p' n z -Wlis apwkTl~to tmsacy fune~oUW 

g ww t cshuic d*SstIat 5 t StOaile I"she.st&wsomt~d (5 Rahe. I usos e hsuld 


m
twr a btu 13whs oful4cutmS,. garepatlsum Ju abossui is asushee 
ointan MWum " 

a ESW dsaling lawdtt-eg"520vmsolom .1 wismtii.5iftimi ofsh dseas1 psmro.uin adhue byt 	 l 5t 

ofscsm* tt 	 lW to wtmaturaqt~gseleads *W- The*tioliitl sheImill 

A~aw'iwcls mia(CMpkaLi hewl 


1. tbpc* w"14 ON 
o

1ast Isthewul 
i ltc I sthM cardtak "rAc"iwal t;Oe

Foloww,~ds dejrats m 1sa.jeshaus ONEbas h 

whism01 c le at
ojet i a him*l gissa umedkgwisedomain baleou teianw 

sns Wwe 	 totsa salfiioxt01 

L
but e.Ss ~1W ~ S&& 

ctas att ovat ebms&at to siuoul fan%~s 
~ 	 t i sat*ihso is-a*

ssm4 i *wsl 	 asaa l~mtbud F"*j~ rvs1ao Lofttegvwtww 

oStesaisSgiAt me. onat5
O~ amn4ttetomti~i. su ~ImSl~tII* 	 bett~h 

,'~~~~~~~~~~~~~~~~~~~~~~w 

~ wh a" Ijd MAe"Wa ible. lotam'ts4hai~ts should hewtt~~~~~'e.'~ ~ sitso~ 	 *,gatla~ 
7--'tU*SMA**&W"WNe 

eusaiW aaskyw t 133.1MM i"5sf "@ j b" WtAMw 15b0. 
0ist swov she mislmuto"" aw w sh Ow 

do" Ua bsOmas" 	 1Rr5u t" 
#ma theboa~ ke IMOS*Ins1*""Oin 00 mom"t 	 #00 a"eopn ss 

aste ild0ON)or.IOw ad~sse. M tpt*W
uIs 'Isa w " * fat- AdiusEshOP16so sheW 

.ak
.5
.i
.eti.a
wszstsies.~~~~~so n b. - .srs 



the tane lame ptwtisortkhakal advxt to the loca Cow" was cqcwd by wwaa partkipum4th 
owithans on how bev t o wot the new- inpt. Anmssb kthe dhwuWO of inahtinal awedit Policis to 4." 
SU*h be to tsbiAkA heL owsM.ist ant- to a hkaggif uwom kssslomL t the Foblam 
-a banLs to Sawwa Sasap as will as to Fwvlde cafthstuul a mamail bwmer lakiATy rnWvaker em 

cititL of vtiw vW~ pethap mubuihd asvit to twist 
Sespeeisd awltt iouiitdoms have been taxisltb him into qhe tonO"CAt~a Emw bow can LAC Iftliuu 

ia UWmAC of IW. a&W ometO e dsainUd to uavsi te wwMa (Isua to shme dnlaed to.& ho 
tmit matheu whim 5e taumnwto~edittvewnisIW to th~iV banvouiTr kL regtular igichub" 

Mpn t-ttt s si ".w"t. 4he submitiame lr tpatilt A )p OWull-oowt C.1 hiime abit e 
and the midaSel ommeuW wl IItnfliit. these A5(150*5 #M.I5&I wbkh tmm led to a CKwimi* 

A or-m to dite if.N . j. mbe svp~m hair Iis VotaA Sil th" ned maw be ese of a 
alas,. (ailed tma tasei isplola imua ct swa I inbti *1 55(3Ui and amms act in awat wMit)ae 

asmas: la"d Aft WWuadez to leach Al timom 'sh t~tiog dmpaiw efteu An apuaictwral creit 

leml inqmmdl VOC 4cVcdi 42pia i IMW luew 53prga OPM in lob5Ml Atom15 th Cd.sinti "wo 
4, bq delauks and definaqaenc. sad pvpaa lithrM W4 pice paltics. aepostotport polims mauism 

Faa And odhw lespm pollities inkdnnms ii kesns dar to the lase numbue of actousts 
0OMuWt. Lanint pI*OCsUMe rn * atlit.wsill be! wasted ar hi tomribuiu lImisi it itAnn Aat hAMso0 

so umbnwmme th" .4tc the agent is too tied up in is Nut snugraWe inuto an ovsal do spamt 540 

pae UONh 40 xe" Ow to see his sheuts Fse~awndy a 17. 403 Coopsaain -mto imhtlioni5. cmthlr do=i 
&sea o.a m sloaned p" heasse *19 fapeu'a is via is a WI.Ithof WCC 

ssst,4w" of the boavs vtacas and sue this 
cwyritie late A bioad definitioneof TvhmJsw 

sue ha ortuded to IrAd so a coacttvationmof tapital Casedit is svable owl uhew It is used as a mcan 
in the lasge pliENtion Mnims to aghiest Owt~ other -a&" such as a pt~uust 

Lviltmdag Crdit through cuivpa-at ises anothe 	 pi o an ancue in autput- lim 00IT jus way Sc 
the Ja rela Bs101 is d"0105h as IaeasM" Wt3 	 IniSeAmbir ,nuaieutisuta .sussi CAoOP4 Can gvaq a Val, 

u"M tv~ in ornon dj~~ofsm lfwm it it hsatie1hopi temass c~s~s 
GO0 an Casy task so build a vslAbi cospmtiemmva m -MV1'a14et. "we capita inpatst aaaally 

omt tint jA"'Ctir 54.1 Ottvioalat isalaul cop Oaeid kwsUmA ismis so ado"t One tocsohogya 

aasoraem ateuxsV Sor obusitleg eva.. Siaab 	 wmnmm awe .bats iowul hw productiou is,exative 
mkcseof~tine often dilualtso aanix e ti'4 pats Wlskwteicaa hevbikMa 	 and ifwittici&dEve[sn 

RWISul utioaAsonatsto thin beisams Asin economic peabim in asma wtir there isa $mWa 

CPiasss moosON %AwkkWauSvkfist P"Jx MW isputS Snpastly mte usawsaibW inWhich ate to 
mngniasd by the smal SarsnasF~ top swc dr- Mdmt juamites at At the i~gt thee When the 

pends upon "ha suppot ad sihos lint the inPuls Amt XVa0Ahle the pswduslh Ow Of sucht inputs 
the uech"she sort of psoductisits gains tn C"irmu lios we Me- 01tn ewqurta tduatlm The mate cople 


qunite if lumm awe so prot fitwm oncllL A coop cas nekwoy va th Iow the lok magpn. the at im'
 

fedwae the aditivitis biwdenof a tOj"J eltdi satt £WIf3M3I asiasce t Pcr ta. Cewdi nat ad.
 
i~atotio, in hK. coopisew e J jvwpiady ks~,k so teshaical massace,under theme tow 

kw this parpome leainmg them thbe vas of ditbutnaig. ditios is oten amrela( cuue than a bk.ing. 
wpensMi anti 0k firtiv he in money flom ssw* It WA asimmte *%. hWuesu "that ali sehnl, 

OMeIntis CoOPs are suwevabl to powo manatgann Q*%hu uase isItibtt wich means "thatlad. 
of wchnskoy whichoca-u.and dhotpeamiton, tevltiog in &nvamial i.h holdin sin ca aitw the vmr 

.5firqueadwh plague AMd weaMe the (04Mmpeasn as Wa~ be 'til~nL Sia At Am$i the two of opt or SI". 
which can jually,as the reduit motiewusi Further. insaval cgpita awtisks thA should be pursued 

"W- hodtl~ *ha"s Will be Mnecway as"Malan~e 'Uch 40Id paisiafy alkeSiat fund dkas. agiulua 
saem rvnajrs isolem dikuls so achiest. Ties withi Vageram a psrpva attemt, reach snalkir Ia 

v~iancs wte too *It=n dhum mW ameeod alows SsAaIMp s al Saor Go UNA Ndhck 

Ablt and sew haical *asstnc is usualy soo cosali be pmolusaAle oso be arst 	 tnugsupport a fAaly no 

p3a for by the coop itiel.?ch. these am tamse matstesa tim odwcsy tains we realitvL Tha 
uoWie saswewes smith Imsewadigg erclitdisoh o.. m=aNN 014w=m 5pl0)int. at dfrmtkation into 
opwalivses The Comilla Coop qwsam in Eangid&U&* 
the soop iumnent 1in PoemRo suk.ad twIm am -lu &*me aw 44f5,i "sw FCW 
awtoialkams in Taiwan all*W that stt or. gzhg aatuWAuaual sma.w uisss *0W~AMAMhsmbe ud"hugasoP 
gwnutians can bie valsuabi far nvomi developmans *1 C**si 'W mewm il 



h~hr )eld~m ao mlimWkss a be senom-
Un on "twy maifl Ubsiis (I1i3, xncwt ad ts. 
peteintisl@ is sread to k6eadfl tga mltaWA atintVm 
vradwsa methads to AMOOj~P WM 4gdinatu lhi 

iwekw lahopw $pgmelaited mtiskait ufmAl Ltw 
y btienefoL )dsaLuiVC stdiies me 5(E*d to 

idcsiE) Aea"'itk%with a hi~h dkcus~n 
vwlma- &a, Ue husually toobe seSPXine to sew, 

rtksl-mi they, Lr"es Camssae' of thetr TAlet' 
IS11 ttd OlsM Ihat VICW WsjitS - POIpsaWs pratak. 

ehi av it O inW titda lwkAddet 141. 471. ofa 
sasdrls qth [ae.'aAfd lowbmdWa**Mvtm 
to be~ hyb-.ssseZ -ese to nxamlasr te 

attiaw 4sm b pst ke s 'Awidies 

6ti,,e" in Otdks kqmpts. at thlovo teatyu pike 
suptf" M W4~hbl tctmmyu is the imorduclay 

111:211.thj 
mv w 

by NaHae s is rOAid so abe ctu"lkstic'ily 
Ofl misy 4A the "Ueesimn tms casuitd with, dh-
*eiisatis jtchakal sahemiom Eate mple. pts-
samal tm s tq ayInpusA vaul If the vmA 
farme is to rfly wiami so the tecaka auhitero.4b 

Ommas~ 3cnsu.
QtWshMs Wtae vntid COMVmsiis Ibe APpfe. 

Vm6esaRcamuii~m*crt%&i ^4ac with saeaucl ad 
sindt, the sueduetlatsi Those oppod -avmdii 
to be vaeaWt~a bassiztg Immans whih alwald be 

Ansuha almexce to the adogtm of aerseaqie 

opeMe i $del IVd001ly Ewtherut aircdtW10 
tcoshm aVeos oairs Vw Io 'JCWd do"e in loss ap-

pliatiass asd attv pape swkt th" they have little 
lmse to &%Wse to su"ia at ave wsk rstm 
I$). These in (vw of tambinifg the two sev'ww 
t.Ard the dicuma in a&ssliscimist ats 40id she 1W 
gwattd coelato am smilh $31 armpeMt IS& 
44t 04edissatios bemwm separte JCesde is cOas 
difM)I to adsie's $94d as AcOVOmtse thme fulser 
ay serew aseither abe $vva boas assmsshs OWr as 


adequasW ANO of sexhaska "WisAse vthm th 

It:4jsit5J 4re directed by raw vilestes. "ba 

is alewe as a devlcawm sasag a OurCC0 33A 

town mad Isdp 10ri dk r-rkil odmstim and 
mmubetias FN rIk*ms. 

riatm C~s 

Ccredit ofi ?o5ItoWeissc distuu4bi
The lus 1miiioue a iaa@ ee 

at the wwtApp uSbo"the imtWar rectisr lsbcs4al 

mldil to pivamtadew~us lspaut *t woold be he 

rnmeImsstth wmr he to treM am olmm " 
iwase "sMlrrv canthl mall LUATw W*OWe a reba 
jefy taqW Amounat *I teawdia? Tw tcuicas kocd 
argued aipshal ta~aaR uintal to &isceiUmal in

d f ", bujdut sawdn the,Vow* 
vaiuXWM JUile e auVCdit sm both pinqwva ias 
akemc poseaslally %vaa WCuwi.m uhe ofbis istat 
am bow Much credit is mav as lead to tsi ler 
tad. Sutw. it ras on the pMk palie rWadi:K 

etpeoate avdit piwiVwo P91, 

Awkdole dis k U94 andtmd.asa "OOMMias 
fawt hae n~ c iit*i bw e A .ed t10100M with 
swtpra to eqi"pmmt, pwAS UMwsOmld b tutu' not to 
induce ckatj at in UA tinsrmsa whith C0.. 

um jaiyIdat go lzpidly cao #o smake the Jutustw 
fhslsA~hsa~mehasih asOftes pavdl.imay mit 

doted aml this 0t lead It radwe disassuow, omws 
qu"e"'-s 

Ciadh91*W judpadets is alarm iuttikd bus m. 
asilts i a lo* ratof.4* aara msou.AU~Vuw2 

Idit Fawam #tAMa"e aame sOhelp &name timid 
alust.ld4im~ lied pswbavt as Ivel a ieta 

gco tow Rw 5ptvps5 kove ska e1*4apital 
saab a 'sefame As the garemi 11001,mms Olia 140 
grm.s do am ha*th fisasesal aurc so etv 

funl avdt inokwa"so ela i pics ocr vm,6ed MM 
to stw a"s letrtou wIthom bahd limitt abe 
numb"r *I baooms laitt&d 

INO- As" 
lgrMM ajt*W~ a A f*U. 
a~ e uas nivsmaiu akajor utsseddiat 

mrd %ism to be arditi st.as welr ar we caindev 
hiaoder: to crwA dtvdhppo**L A,teain) iuiate 

mex" lt tumoldag the dimusle of wicaal asWi. iiutrAodt k k 
snoamse sad credit asederowsImada*n~ NO& t. ig-tsUicktitWihth atnd tI tss ' 
Susch ja issaiua M s p ame am todo tle tob ncoul at 
mmk *I twoasSd abe perwumm vmMl hat o be Fw sobea 

pw;wt __vatd sasuidyrdWdzaiItw 
tbouid sm spend the majawiy of Mis tihe deis p"pe 

msladt. 1w shmul be sefieud 4Al muIh Ainm. 
iwesaser "VOL a"possil to (see in to vivo his Risecc 

uv ovW10FV son & I pWW t miNtUO os 
4W's Om miaw lost ambmsOww. ata 

haw s'sW'hi tt i~iw .0 m"tutir eis*wo a a 

am"i flu~~r 
qgw" pos~im $Pam 

us*" ftvcOh *A mail I"a~sWs* ". 

mm"at 
smto. - as tu 

e~ai 

"5A* namuOe 
iJs pmp 

A, s~us 

t 

4ew s h aa iwhatd as set* sjs 
WleIWI suat VAwheat imes rates e 

bidmd beastlya a 

P~mps A*rsss.4 o w*k I tI Wi tar 
woo iw# ,eIokW q* a a soaavow AumANu 

4 P~x* owns &%fWimQ bIm 14 No 

dk*060 Of it *we Od sumc sis, 
wv,seIn, ftsemAt 0% 1. 1. A**. Ow. 

ao caa0 
"Mmo,"W*"u%'~xmm~jWWd ~af *" o to 4 



wvmi vm at a tJ*W 4w abr mastausIdan~ing0 cA 
4sccia soaaLt SOMwIAl saw tAwAt s-1-M~paW s 
tcs &( l.0 p"Wu ubdko (mi1AW as wMI""t A jail. 
ika~# dAm A4 t4wrtvvsla~ utiak c s kts 
katm Ituiaim isiasu6Df*s las aa~ha va~i412*v r 
(AMCs A%11k o12c" ma the Ob4is W44 vwae~ 
cyri ;vWom. kam wamcae vms to bqxgn bw~. 
touw* cv4.Wim wtt mcditia.us ostsaw 

Ilh .Al4miaagsatsi tomus mad Adt~iir wowhstois 
04 t, g it ua low Wwitutkm so je.*ac, a 16au-W 
tif A k'aks pwalitid imud lisa- smal lamenLfAa 


Al cs tvtdil fcn kWmcd to she
100w~cr. Omui 
vrAdok I4mctsAd shus hAt mci. he to i&-W LO) 

sasac t"isaa*i#Aiw tf *Am~hirg hscsifj~ *Wositird 
iaastv"~ FAtt Q41km irod itss (he.r ,1*iaivg of liskwr 
d*a awv Zacwn mvw . ka) Ww caissw04At 

totkad to Ikapt WaumtiIsLM~~ uA10"s~ht gim in, 
a~~~"vswo4 IOWMCau TV"al has bers ex.(st~as~ 

paikd am an *buws Ww. as in, MkrnL. it was the 
psiUW 1112% CApa sbArh ufrjtis the VUaj* Of 

nUtinfo-Inw s0 mtnsat) totAjs ma. islanI cvtkmuu 

dqpkmic tf #aisd ws $ecessint0he wPuAW lsisuaws 

it so"*Ase at~diwiiAt04 (Nut. butb sitatatiu otm, 
1101ItVsg uta%sbil VO ll rmMa cant 
bad 46u,Assisaualik .0 javAtusm to imimmse its 

kaa~akr~esaukheruti ,aucwe04a zr~Ja 

Imsts, Otics wih am iftwa tau paiy kids to 
bla "to1 fwimta to lows *eisioms msa& o 

mwsuwmak aiesa. 
Law me sss sho commszit mm-a dutipamaurwn 

k' a Kusa said Taiwiwsw %%wat but is a firmc it* 
mciig A4 am-a Capita sitt "Ambe Oin d abcwja 
A* wpOpiarinacrsa Ise paliy (1 Oba,C stmaik 

alu a~bit aei~cscaaeuosir m-a sam. 
wsvs 119.411 Thi domcmsams tat Wmmw awe a 
nvpiis. *ad thrwutD the 4wopw.swin 044 
4,i isutsio mA Xtana*Acapital.00ciOK' 1sI 
she $*ur sum it is she awal wacv which wsill Uase so 
tisamie smhc 4 of is dn tpema. That Was a 
aawsg kdi~amof A~ psaieipmas "ls the SWA) 
msasct pwwWnsa hat 4A been ohjutn$* camaikvd 

-

ktua dimimcpe iat4 Suwotwr kOW pit.Ublkp. a 
Grii 41a -w os.6 k* so ucd A*imum 'd iA* 
tvis 6ra1sIto sh d Uad #0660046#0 SW ismwa sdo 
kiso 06 .uaa 4"^ IV&kt pelt) vowvw.1, **o a* 

th4 tops qf*# *A*#Am:t kw 6b0wac MWs 'bmu TA* i 

aw 'wrmb"Oslueq to suk in o0smr.WI tamell %Uaw th 

#A*, ***AS O-sm om4~1 ombnd A-

saidwh uch mkahcameld be piiM to xwace s 
cA~ smd~tirin um A~ uivgi. N*w suaii um. be 

awi-sAl iset It fawc i oakw w a Iasr vsome uw bm 
WViitL 

she wilahe 
"ater4 odty" aIsvukms 4cmir $iw wbra ssaIhi. 
ift IWm-.aIa a Sihw C*4sluew# fat 
ktwwilt be jdtaik sad dimawdta Isiy. 

Ahs%hp% wmkwseud aabck idA Ifi a 

11we VU0#of t~rdathO e VA tassl£wI il 3 OP 
40"Wkmt' sad tiisusrs Cfmakwaw misIkmadknwo 
shm taa feeVutl JnAtjLA*I~e S"W saY CwJi it fue 
"mpalstAX to the %M40 WMiciW oLimu-PaNxdi 
tai~%;sewAa ccdk nao comtiAl mrnif age 
AIICA Aaki"saa ca Will te .*~'Ml) aw'.alsk sa" di
m5u&., hak4~e nw tcthi'akqp. m5 a srcis wi 
sAti*iltb~u f4 lodit t *dtaam~ui ~aha imi 
thaimewIfdia a s c'mmltb [vaamxc% the pintkasa 
04 1he swb*jkdaimKsast.Kw biht own 

she Vcsuew 6that) @iwti rustwsi vwpwl tb 

dto ~t SAi 
pwtkhm sht 4ap~tas wid W,#ish the mis sedaas 
"**aaa80t.4h aoup Maly hE tb 

4amidasael M isa ge Laics to 

ii uiotw 4ceadiag Opm 
kcmiums san (itsc samm The uptuaift USAID 

s uswia tk1 an them Wr~i mal Famasd"t cbosm 

fovfpa ft OtVUiaLt 
fl1kh 4*4 ddr.1 atq $am Cm Im*wud At aft 

time sMsnamiat lt*LM wall)Iao ei'st 
Istpsina .a assy casimaks duisquim gas"i of :W 

04tiW tilCi~s*1Wrt 
crasa04 is A*-A~Ik capauL Icquat*u chibaw aon-s 
bulE ia sunic in c m anjettio ci xaddiolua oside 
OpiuL *I"b akewmaie ihAt" pobikally Pa". 
Ale 

Th. me maay r-m ew sap we 

*ith that tA WAdm a rJApid 

lce csm Seat s. boas 
piatitwlaly namW o. The [vii on** may be woo& 
lags m the puta O4 the barrova to arpa Ms to"s 
Ciro fbheih e has wf~kko iwiue to do sOx LeAO 
c a vir isaiom Atchu tqukvirao SIne pamen.ba 
AkbhOug litte cildiae cibta. ali is pauhaby ano abc 
Ne -wv ItAft fawa Sm 1w lepsymmLt The wud 
s~and wA m icm. is iaAhiui a. pay dumeemulmnAs 

001%6&" sltmvutu q awsi .6 wt A~dto 
se *ow asslk m"i so cakubs te sw. A oainme po. 
414M it 6. 1~ei 4wmsd'ai wfoi s w" haa to 

I4wtpusbm wa asm AM Oat" "h..m hums. -- *Wb 
sdwa . 
vA"**O 

m lm.i 
"s"i 

ei 
ed*" 

idm6 ie 
yak 

0pAA. 

http:swb*jkdaimKsast.Kw


t5a 

,mw~cti~m04A 11 k"0 
0Ow6 d* wth 

dkcr&Xs 
et.A& egttlop. tx~ tha 

ot bheorobtt w-

ift pliidluC -909 


kmuwkh4m;.m4. 

lslt so41~ 
tomv tu. i"Iamenti. dmecb!t-%cc.hisn t ddio. 
cod muht ni .Ikj fittle a o imi0b i 

c the Aww%A.qumld IpYwil o an dd nTMW 

bw ou lts asotow tonide asd~asliui soe jti)j 

STtmtimt in .5sming lbw nde A6 ctr5it, 

se NOL "viuhtopCigcrn~tU ko cdii jvwa.-
o s ac t , , a 4 a m h 

OCAScu a"I' 44t et0w RVAI %v" tmwvw'heWC asd 
4A" Ssm iti 

mal ~~ ~ ~ s. 

ssmu pol s t u is m aul tw out asim $ U h , c " pa .
 
xum ii~ai fa a scteeTw T
rfwifs sItemawj 

ev & th ict numlews A6 Lasiks lubise. ***Wdt a 
iamt4t C4 ewouqevvww t~i" Wilthsat group uWbok 

-ih" sA 4)11 'P. Commd 5 ade iiUou 
ltitet to Uhu~vtwe JctPOL 46' skaiwU Was 00 

sotal a lojits"tt v.*K thant Viuaa dtsel, 


"Aa.-O ta'pm M ' 

104N. Mtill$*(1 hoIuctistiatv" wwtilUW* 

Seusr (a 6wmiy but the WeduI" kacal iafzaisca 

uaer AM rxstol wStI5 to ccoUSltmttt aa4wappwt 

that chaw 40M bc Sa&VL
uagel e out 

irah Ait proaum 4i A1,C ntowsuaufu 
iwoasteatIim~~in tOVO ftApan ial!amew 4w#. 


tultal 4yedis. 11w Ptvwtia agrt in thoW o( ad-


swacw4~hatspaeess.rosaies. ~ psest 
tnwo~ jus Asucl, ttwtwt 1I5j. Studies ate mt 
quisod to widcstilhe st.asees 1w duet NO gout. It 
w*%Ow"'It 411c 'A the atSMIS 41Mt Ma "I 
the ISwim An doklo Inottf tat Istwium 
ji4zr adS law~ IM(M e inapprovixte kwaUNAi 
lasiw loas As a tint iv~Punt. emphasis a ba;a a 
baa. cousutial hs idcspvtd bet psbibly iasettl 
"tasSew igousmeaft wilaltmoasa Iad Imcknowt 
goa"11 farmcm A W*uiogsuc toll ScttIZ(OR5() 

kum jcxuim AM~ ct4b A wbutArtise 14cwtarm~ 
to IM4* oto" Idko~ Px"Ar PiKtiAIL 

tIt2*.a tctval joreAd in The uwiLPO tOut mail 
lASnet ntdij frvuigt%steiW attents od Out eiM 

ttgn rtd potu &Akmvfc w=dis~i tS be 

to -aw= c c h of ttss utan farm", TSC ij* 

x At suJi o the smal fine

be ai~IhI, smut aw Me -Sad s
Itott ib fAud~l 

At #b "' the, .4 w desc*vumcm tao ICUn 
that; givu40 g mdak ClL stew it 

sm axc s @ t t L m s * ~~~~~~~~~~~~~~~~~A 

OdMuw."~~~~ 

hv vabit~ s~sIWThe "*A"-boMtlttv~ bllpio 6~c ir. th 

c ~ ca iw x $ M h j c w wi d eru s t t04 i
 
t"siA3,sM inuit. ew wi es *m is*i
 

cw 04 limit tulla IIPO ap55 wisr4iwqnh*d 

pato "qlki ofFrsI it dwe lasrts la
 

t So C4P1%A Mw "met smlr back.
wt$1 moill" 

rtamil- Mw gcsw Xewatly dxiestesi so
aatu w
 

st gtoo i4l Iwes, apmo 10imns v4 314(t"
 

1. The +MAlr lsKW.r 4%98 tAK XVi1AwiT$ aIWO *M C*

dltsw won"i~ mclatun ad. 1eeuIl. she seww~ah which
 
pmdwcs ar whs~rsa wiut cd upwardt
 
w~ift ptMasa laced R#1tbrtarxpm luau iv-. ii
 
"ie wftw tssc disr 01 sttv Mwd ispe
 

(~ friniga" aMd lor wMdh
voacie jvtiae 

niV kXV~W A.d WoV~k ,Icctt. OMPCWOWUl es
 
psimewi t i WM! iame r no wcvepwtne to utev
 

gpbeX#Gp 4W~ (Oh tIUt ttt*t pAliiM 32
 
0 uuv k~fa o htvrVu6aub u
 

agIm~ som t~tct~~ dc*p efut.
 
Cedit pr1 Awas iao*sohtwillt be twouintull Waed
 

vshRilb lk C4 usads AMd a Vanusa of vcmm) UIPPsOO.
 
71irte wat A"*Vaerl atcom that credit Ixvcp~ws
 
mo W 4cac ze mg-x wihf th *.i
 

Ci X*k n att twdns
 
11iwc Was a atoag cewusus in dt Ws.*"e tbat
 

wA lama apruul otiut shuald br ed toso
 
TU tru kowst bt a5. *idmiatistt. ad borouw tout white the.-~mou tu *ot^d i~am 

Ratltt temct*1tsacally t351iS4wk OSp)I, #+ 

.e0VA" IMAcaw 

wboo*o t f aw0w 09 iussia a 6"wancs
soC~avi*400,w,,r 44 do04lA*itt 

%N* "sowa 
%"*a*$ 5u4 1& A #upan aM bw am. &40qmau 1044 

et Mmutks1 atow a "w 6#0*4mmqIAuAi 

aisd - 44 am 60004. Sesukti *asfbeewGM 1=m ' 
wow444iti~MtIi ehetakt d --. -- -0 h"waa cik.. 

p*eeoi Ma *O9wts aw-u 4b-wama usf #8 bow M 

A4 m~~ MA 140u b~w 'k~ 'id 

v~ pstodttitsT uiit, 

she t 
bis ci at te luavsow". 

lwhckdp fpMtkipM3I 

MiA 44@6sidos oaN IM0111 

i"i intiatma 

tolUtSooe only the 

pCa the tossoin well. 

wert unable to specify an 
"t it Sv Wb 

diul~u by the woiAL esomwk wn poliiAl earwrto, 
mens 04 the ac Rdcloith twiccadu3 sueriaed cretdi 

no0 3*31 tit (005ists =W.S bs it was wt. 
00"a. that ti s by no sumhe MCMA re- a"t4~5ti 

7 

http:kmuwkh4m;.m4


n 4ta in bw .. hatgt ima 4*1it 
fu"drit wwti rsiw ' tim~M ia *~ t ~ t k 

swast umickw~ 
mpaJ t ."",~i 04 mbiNA.ah~k piu

1 mw~~~61,i rte~und loit CaPtA)m4)~ ~ t v fA r ttAkic uit00 A 
b~ .mL~i I ini"waSati 0p t~to j~a "t'~ j ,,e t~ ~* w a th t mb,11 t~a ai a lhr Mr iwittm fmAt 

-dv inwt talia wt that a~iltto-a~An at c 
mamlaik ow p-Aidatetl K iwpatl (~a~~( 

h ~*1 ~ *. ~~i.wwoft. a.~ NV~ii~slOMtt t45ucb4JV~ u m~k4 mttttS lonwti
th4 ~tc~kR~d ~i,1s 5iuu55*S% 

t, "wrh ). ~ t a tjwv i j l o #h oo bw t %i ulao ptrt t* 

l~I%41Wt tiIlW .~ . 1 t4m~htdai WAMk
trjc'4 gii%.14AGitet Itar tdawMt 

t (;0^
j*itaii.@iptal -M, somttAR~AIN "AGdMS gchuii" a tfe 

~ai4vmU w~t sh 
. ou 

m@5
tAl Als-O IascIt IkwpxitX t utin.~a i4 st orato 

t Aft4w V-Ist*" Iv h a h e 
u f tti Iit I~, is w'~i t tt E"* . Mal #:i f it~* ,$"VI MUIttut . W m k~*m " a l o f II VCvat -IstCf w 

a t t e t d i x' a t @5Aithe ;i xlasi~ to%s) 
etai iutv40RV *dlhesu~ ItA t i mo u 

Al ir MAIC k"W"ti~~~i i a~ m p~at 
~~~~~~~ie essq~tavuetuf)

qJ 

.......
 



A~wmdz A 

A01ath god Too,-4.1o tiAokp Mffs 

.Xei h~( .Is4~At. 	 ROak W Mdaw *16 b" wmoius' (sw a 5svpm. -f~i' 
rsv 4c..A (stdo 1i. I Moo"' 06 iirsti'9s!t C(It 44o lmwn) 'raw Rru"s lkao 

&" VVs rMt. ImUM rI'mw PftoIrm io It lin t Owc %v~vwAOntlo Poinr s Dqs%*W. 	 C 
"14 wIAIIwn.4 	 mb(masmw' $1P?~k 	 orus 

1.m2rg3. Os.hpb~ ~ in4ism'ow~a R? t LaiRfA ?'Awwwto R..sk, 1)ssas'is. 

C4 Aomu I)..4sw,'%4. t oa --*r&. i..UmA. Fowlt rCr 44 1.WA*tss IWA1L 14 pp
 

RtkmymsC $ pp It s h ~'w4
 
I-L o It",. -,vckw CsoiW awod li en m Ugo(.- I$ ppJ4sseA-

& W .6tnimbs *4 C~.**"Ito AomfoI Woo *N4 10ts.4*8 4-,&dJO 4 dOAMA %ZEK*-%.qttq s 

soa boUlInvw l -No wamM0nweOft4i "A
 
mw04 Av4AS f-ta&L- ? pp (I*, u*m IS I
R*.aoiU~tw~ A*t"Ml 
w," wr-Ak to stwaM t~w vovt"vCOAA* M Iso*Ar" t pf1.qmv 

M4I 	 RIz&Oak WAM VVX*# 	 1tsp NowsJ$ 

I4%iUt WkaCfib'fiw'tt 	 kr-L VW:m~C4h%an 

LIM" %C stsw? 

h lIsmord floundeir ,ra.k 
U '~"" ~ .0. Box 14)4

1144A 

IAMWa 1). 	 %C4"f w C- 2" 

&A *0 2 	 Owl T. Xipso 4 wa hsui" 

W", ass* 
ton iUs'. C*ows 

Jodnwie A, lipmi 
~ ~ 	 R?"*CI-sor IRoifM 1:11ftotl 	 Is CAWO ~ 

wAd. r~rww pr~isS; ('~sA6WN0AUW6 lar I E"iWW 

Ferc t.mm Onivioa FWAwlr"CAl" CO4W2066 *M 
[xa~~~~sig-k 3*www Ott*.,t &K."MC~iobu 

D. C mm 	 0 wd.Cmii 91)91 

AswaaI Isequw 1£e 	 w 

Mewblijs IsA# UNWonVm AM 	 'wisy4Gfw 



sIu*AMMUwt401" 

U.*tatd% ~ ts *isA-'-~I*1Jtft%.131 ~hk 

~i~w,. ~ I~A-1vrv~ S 

Is.0 r*M Itbu' 54#. F'%4OWV% 

ft~~~~~f~0* q~Ct~.~?~Ittt 


iiiu . W4k 


D)IieW ti *4A 1, Wihti piii4.Jg, ss 
I.ttv 1f"Ori~.~odi #~~*te'I 'wMif~~t 

ft**A/3dww~ I~ri 4r* %o 4 

U11mffi*"s'v 
'~1iooi~to V4 w&..y i Y- 4 

1twitt %-^' 

14 NImtxv '~t4IsIbv r1c)x 

1* W5A1 t 
IIt.~I'st* I, 

1kw ritui A,.* s %s A ,ktswmohm"&m t 

A St*.Toa IWbv ms 


fill 
Rti , 

4J"*Ji*pl*, 5 oo 1.Rtr) %fti ~ ', It 

Cetavp4 t 4I*'s o#'u: I M) tr .w4o I1%ji.p 
N,**i' Otft 1 %1 tvA 

~v*tti*IIlo~ttt~s6 4fiit .#4r ~t Itsw 
I~t*ns't 1~A'iIit Sw"ai 44t Jc" tot.~x 

141lsI Fv vsGA7w6smmfNl"teatn 

&4stm'A4 A~ Iw~t? )I4 

oI ttr.~~iwi *1Ar(lt 

tiwaW 4 iC44#*#* Iwwin 

1*coaoo" 1.10 a 4" 0o,2 

Aru-fon o1"W 

' 'mw~p*a C"4 miaImp" 1* 

rt of-W. Agiufti4# Lipmtwt~rl' wm& 

bt~r lomr. 

rmvmabv TOI to ui P*g:I-4 

%oII Loo 4Io.to Cgoww., 4104oo 1* 

Itwisa -TI%;i IXCjiosm 7-4k 

-" ltrm RqilUv~*I xt m£.s. 
'.6 #4t,%rj#*Ij s .# 4~i ~ 

~ ,m4w .* Aw tiro. (JA# 

t-0u0"I%rt-i vj A14#Q VAN15ow 
o-1ri%0M.,~1* 

Utk 'i 1fqlI'. l I 

JiV4 %V.1h I 4.rt, T.1 w#t ~~.1~ t.Sf 
Ao, ~6V 0* o a"4o 

%4uts 4'~ Ibswmtp4 Pro%? 
qaorar4. 

t, .4-,t ~~~ 

t4%*V## ioif. i* bo*' ~v $4 

mtvJ(, ~ 

"Mm #ilk, o 1W01tns 

j)I Rk# iwwu. Maw v* UA*$ CwIs~i. 
of tw 5t Jit.'w-

ow 

(Axim VW.StvL -Im iKa*U oA~~jw Iv Cow 

SfL " UsftoW uf4 ue" ' R.
 

I~ hwk(34r.-w mttowiwV 1#vkw~ 4 ctwWCin
 

(Il (tkok ONapssvr~oirn s4C
~~ 

IU.(Autmm 1%-#)LV 



S4t 06i~ -4 P-4Jmt I "nspu "A. 1 5 

U ,0+4S%FIy. !R4*0 2%00l4*m' 104WN J0.1*UJ Of 44WNUhuWJ 

411 0.40% U"44 #A ^'%.s4mCA~a ottE-i It4 %"Nlw4mIRN.WJ IN-4IwpIPro 

4* r.V*~ *4 Vi. tw4 
frw!o 

C%1flsAil. 
CR*M*-
fq, 

Kfv&4*OImmt~(~1w.hmI~ rARU.. 50.afit"o 
(Pkfpt rit**d .0N * 

K ~40)* s"fluqMtAI4 (.mt wr.i% -. "m I AVON l)"' t"W0.r0. vr% (flmii 5U4 

To laqmmM PI* fawAmrA awRX %tabow * 

jjsa ~ A* %-Neme M04, 001~A4*woo" rt~f"W*, iuptsAM~fISISM Vrk 

0"A~k~ few~dL yt t Vt.4iA flr~ 
j~*~IK ~r *~ ~.4*i'0 /*-W~mwa-tu Just %QK4w~umom 

~~*t44.#1 1ju~. $4-ik'I*f 1,11 to') 10w %44" lvv%Coyrukw t4 

0 ^4 # m. % i f*.m% t t~ V?~% g? .o~I ps " t r .Af1 w4k t nIW 

3131A U %&A& 'IW~A~00 (*4w lk. tAw4 Lim*owlw. ?)E1) ,40 

I 



X~~~J~rCJIl?A4.P 

Pretinig page black 



r,ia tl4e !n trx Affslrs t A)r lit t-f fXo*$O 

e* hlvb.a71itas tco rett-. CL:"Zs'o "t4 arYa 

'S uo enf;- tft repto tr* rnle 	c rral credt In~tho' 

fl.I.=I Itli in* k2ri~*tte . rv 4ta~r~st~rt re!. 

~ it K~~ f11~ it4CV5 n )t t~rt~J. p~ot~xiV,' 	 It 

:t st-L.z likely v~ im~rA1 Jttrtt ratts will ml fall uIth an 

InrM ~~ p #iuttt-e d4vaul frt 1arA1~ie P,4Jz. lhis Inc-r*a3e 

-7ar4 9* bttlty7O C1C& A p. 

~iter~~5 T~scI-- iftc c rtate 0*~ flo~ of tJ*d(~i~.k~i. 

T-Ants r~wsn t"A" J. -ers~od. This is!z~8 ~t 

of OW rzr*. r's pe~n~grfLXz.-.lrise, Art: '&I tt , 

Ieet rate. bt*4a n:xtrzalv* prprI cth rk =I 

Am!~ zovo1 Pr"IU. Ve CA dtal wt~ eahCut I t= 

~ ~1tArlvt~ai N rs:3 oS peviev of Frm Crdt CuaxhItmE: 

FernAry ).97,1 amt rstcrr*4 to by tt* Irdl2II* Autihor' rAnts 

t~~z~tthis paper UM~r*'tt? tty appOST to SUPPort U*~ partcuw~ 

Pecedat page blaink 

67 



3' flto- pre rate of lntovwst will qa i ~1~5~'S pr~~ 

Is ~ ~ relf 4~ tipnki1 tE~ ~ CcmlIqwtLrzt -rU 

j,oot-w,~r.-er4e t ti4ciAvr zb w P"st a I. srmaI. r r. Lf Z,) .1 S
 

-.-a eaiir n. at ar£r4i 1, pr ccst.
 

Ts ra~e is firzt F~om for wilatrr'.Cio 1-frdemS at 10, per cei.t. C 

k~>~ta k s ss5 to 1tn3 Its =c*y VC.- tle yo*ar. wweo5 a 

rat) ray $tb-,nlv ttt&v ap. rt.~ irstw-r j r~ hr

tte T. ThIs rt asz =4 a ~cye~rpzr rate of 

vIw:11 trAt for an 'zt5", t~zi at. 10 a poer eent " pttt.weiy. 

usetAve 

beItzad r '*te Ue~tT,14" to allng vlth 

~ l 14. r~V 15?frc1 &14C.Ar~em*1ts ~a!e andatgs 

ThIS~c~to&"s~ a jrtat doxi fotr tt* roeylertr. ~IJ1 

-.~th.&*initstra?.Ic prerIu ern a loan Is thke rt-ro zao by a.* 

Ite-rir to~ cover 0*~ ctst -o recop.d1rm "x recoitrIng eachr =it, l*ned. 

It -tkci'. to, -tz t"~ tmpment ports In col~*m. > of Tablta I ani 11. 

Colvi-n !A r"%ed tt. vartatIe tok-*epW, "n recovery~ costs for tact, 

4SI,0 l oni ThMis 'is set at 5 poercent. or b per unitIs,*d. priMm 

f=r t*. at M2 for the urban, ban~k 1 or*&M~e~r %tws ertions 

pmstroe4 to- I-ee k-tter oryarised. 1ira TPP. 2~ claIzs Ot actual 

ad2nnstrativ* costs averaget am=n*4 2(0 per cent en offIcIalI oas ~et 
also P.E.CIurrch. p.1, E.D.Rle* PIflC/ M-A. Feb. 197) p.121. Buit 

fIxtd costs no~ ftubt e rntrlkute to thIs gw& cen, ftv. 4C*Jan 3b 

http:initstra?.Ic


tt t* lerier must aI-loO* c~rtil Proortlonof tbe w211* * his 

plan~t am~ equipffint, to wll as his ow r his ezpicyi"* 	 uv. to enterlt*s 

and FICww 1.Spartictilar Y~lt)lL neaket W!1P~ctcd .nT~e 841 

Ths s c stuurs r*.jIvely tilgh at 19)0 wtanisf~w~ I~t for An 


%14.lch1iAy h~ave to proIde uabIW Cre*itt unitz or VfAa"Ver. 
 1 

eip~epr4as wtell' rt-e71 cAilloe'to.'tt. Morth of his Premises an-A ti4 

tco tiz ler4*Iv ~ip4rtcrz Ir n,lg i"Lt year. 

)w t*tn AetrMir.eA rv. ty! h 4rmn tanks Aml 

iii1a~ 

~~~OI Ihsefievcst 

eiii~d~s.U-A AVerMLe 1"Ild Ccat per tzllIt	lan4d will fall 
rzas le-.vi.ro vol-xr r~rts. CoX~t tAU73 flj rhts C: us *)Am 1 

tr-,zeI !mAn M 1, d IvI ed tq IUe fltJoe? ~r of unIits*blea, 1, 1L 

In thtr resvtctive col-xrz 1. '11ale AU*-A, p.16. speak-s of -infrn 

nay also beeccn~x~!sCf t4 Kc-k, P.13. asser'ts that tmtT-

of sealo. Tp rx.= of pire rat plus= ayrrag~e variablo 

*.- fLIe costs Crn each flCoul~rd Is givwen urAtr tt* ?*adlng; lender' 

av~or*#, tayod4t costs in tir* co1lzuA 4. 

risk vIll be :si-i* r~awtict of tt* relationshipve~ftr 

t tweitc :tal twz= *( all tt* borrcvera wIOlj tte vI1le at each 

'r* ttbe %xyttle of toth, borr~oer snil 

~i~* 

i~eat lows and costs 

ttp Ie*-er at ttAt vol=*. great r Is bcirr'er *.aeo* relative to 

trrtwer* will be7rvodatle costs, tt* less will be the risk ttat 

UrMA'le to r*e;ay. 14CV, -ellev*3 Oant dqfault Cl*xs an~ average of .3O 

per ent of rim-1 lcarn- p E See also A~. Tirrelerpp. 2, 7,"r 

71e let4r's risk will also be tumtiOr*ly related to the aubloixe 

l^.r4er vrks. This re*tIco~hlp will very In aeeoraneein whith the 

alliar with tte chamtor and
with the extent to vh~ch the ler4*r is 

rep~vnt ablil~tes of his borrowers. 

Th i- iaw.ts. as they af"c tOw r~sk prema1wm on each =1lt lomawd, 

say be represented In the following %*Y 

http:le-.vi.ro
http:AetrMir.eA


-
!



I 
tt 

0 
*1

 

ow
e 



Z
V

 
I
 

NO
 

-a
t 

p
N

i 

0 

-
-t


 



6.
 

Zt us suppose that all borrow"rs within the vlllaVe, taken tocethero 
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Irworat Ion. 

accrance fIrat, their InabilitV*:ov bmr-omerz will default in with, 

to rep ard. second, their timillig to r*ps. Tlelr inability to 

their total reytmit as ca4*rod with unavoidablerera7 vI1 deper4 upo 

erstz In teras of favily subsistence eigz , rents. vital sew retenL 

arA Le like. We sy tt"ine ths borrower unavoidable costs with the 

his pwfle and aailnistative1 mder'n TAvotdable costs as repv nted b7 

on the un*#t3 wieh he loans. The borrcer u .st firstnterest et~res 

ro r 1s sblstenco m ds etc.. and then he usat repMy at least the 

%=-rs costs. MsbartIzatiofl of the loan tAed niot 1"ig~r'ezAvoidable 

hr a :-r as risk Is covctred ," long as the annual umaoldable 

ltered .r costs &re co~vered. 

7he r sk that borroters w211 tle w~abl to r*tsay threfre*deperds 

-4&le Ijp. the relationship batween to.l Wrro.er mvena i eoI an 7 of 


the lnder's totAl unavoidable coatz. pluxi an axw,s4 0100 an1
 

eolun 5.
borroer svakw!ste* ar4 rental charge as iven In Tns
 

here express by d1vIdUW total wavoidable costs by
relationshIp we 


total ix resr revenue (colw= 5 . toli.e 710. Of cuvs., the
 

Inability to !a y quotient which we thux derive my, Indoed alast
 

f iuntAtn of these two variables thancertainly will. tli a a* Ccmlei 


t tit dep1-t d here. It will, for exasple. depend partly upon the degree
 

the borr total retwoe ftcn ne year to the next.
ol -arlance around 

which saw borrowers
This variance. in ter" or t* abaolut* amots by 


ray fall below the nom given In colwM 7. xay well increase ab total
 

In this *vet. U*w denamirator, borroer toAl
borrower reVenV*S frOka. 

revne In colum 7. by which we divide our column 5. would have to be
 

to *am one as
rafted, or nor* aciotey eured, power of les thin the 

voltze of lending ad or reir@ grows. AIternatively, if the borrowing 

fron one
it for. say. tubewll irrigation. then variance In ttai revenue 

with reduoe as fa wr depenmu* an U vagaries of 
year ti another vay be 

r 3inthus reV0d. The dnalatoer of column 7 in Thble I would then 
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7. 

need to be rIs. to a p.r of tv than ome in order to obtain a rousahe 

wcpo t in the rw*v Interest rit '7Mnrr er,
fit I any observed let-Aer risk 
p4. 7' 

te tetae ur*voldable #-sta divided by,ikely ,!)be q1,t, so sidple as 

ff otal rpanrw do nw* rapidly At#t
total re"s. t~verttelezs. 
total -.rAvoldhble aw as ttie voluo *f lerin, grcaa then this can t* 

expected4 to oxerotiew a dowor pm-sur an U* premiu f~r rk and Oat 

AgaIn for s1.plIvczty 3' 'expwUCti v t*r*e VA the wiltuyn*5 to 

.a ftr tte a11aWvaxyletkieremcoAnt 'of 

lrb "se aA 'gable 11. colv= 
rely factor at a f1re o 

xok TUAe T. coltarar- at 67.5 for t * 

village zelendr tas a knowledee6). Tis n no :mare ttan Uht Wj 

of ms3 5-rroer's ctamater a" reparvent record. as well as an ability t 

cosntact vith ttAn In t& village.
c~iwe deriiiters In his day-to-dal 

which *aurtin bank cannot pe to rateh. IIIAttte aM4efd . pp. W0 

61. a1ez- e. p. 15. E044S. p.13). BMAS way also be I.4d$24 ,*d 

by * lack ol' po :tlea 1.:Alttoitio to enfaree repay-nent, {Ga.z-;, 

p.17. Eckus. pp.27. 7. These differftes ar thus exeMii14'ed by 

-n4:aa t~rtks Inblt Slt ynt MWIlliapassvtimlyirt UM tan 


tic" tIss that of the vtIlA r~neylenler (22.5 x 3

factor *whif Is 


atsolut* willinp~z to r"*,y ould

07.5). In b*th cases. brwe r. an 


v r

still I*ve to bt ultiplied by se p=stive ,mwtr hich we 


fator. This Is beeaust our Multipliers
ineorportei t v * w Ml1ilnws5 

72.5 *r4 67. e rtom tte dual f%*otto of ctonertIng our IMnbllityof 

In amvr.l interest teos as well as tit ofQa*tlntt into a risk priu 


in order to 'It rporS* tawlllIinSEM
a itfyifng the resulting fipzr 

as wel rs InabIlllt to rpy into this premlus. 

Mst no -tt*er wbat precise functional rmUla fits the datA beat In 

any given cue, the end result will be to make I* risk g iS= rise as
 
inabilgti to repsv qa0Lit5 r e (E*ksas. p.29) and a tbey are
 

s*wnted by an amwIlll nsS to revay factor. which last will almost
 

tanks than for village p leader. Th
always be "eter for ur 

cwe amo gto 4dch 0sih
premise Ounction foruala. iven hero Is Jusn 

have t chosen to illutrate the way in bich the pim u for risk 
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bor*"er revt--* ",41or le1Etr 
viUiili tt*e ~T%4* ifteW*8L ratP cAn vWar As 

It xhor';d also be ncl-A&i t*-At, th 1arrer. AiOt prOfitable
imr.s!se.eots 

is conocred,4erfz Ater %O*re Off inl cmdit
ifrusty fen1 tlwbe e.r 

btaS fItz anerspolltIcAl P~cwtr (J. "#tidlrp.-4. J. urtn~l P.9, 0tl. 

once tke village zcryltvr t psjMIzrl
Wrv cwne$d van t*ettzasted, 


it UM U sAy . Total cosnt In coIQEE' 19 of
 
*oatt~l: con dersved. 

or th* averpltaned lit teiv
.able Plu eq.*l t** avere cost per unit 


and r.1i prta1. as we have derived Uhat Zfrc columas
 
p4wq. &1tTtI 

In 
.-a4 ( Se'e colw*= 91. tvp1@Ly t mn=kr of mtsu lc*mt4 

thee total eces5 In r*241a 10
1. Tto cnvto~tal Otnes gncaozn 


r~iI eOst *f 10Vllr eath 44111tonftl 11(o, unit
 
VIii Outn equal Uv* 

It. 77? vhillage uocneylt*re mill Uwrevftr* ftx1lwI 
S-co1~x= 

sticih %1szarZtr*1 reVftr.* 
his. et revenue j~ItwlIng t±p to the point Ot 


tst3 .e ,fs4r ktZSCle" zkzus, pp.161.

aLis to eq~ual nis C&1* 

v~t a4ich representwill L* derlved frms borramer?%j#rlrwi rorc*fit 
lerzier' a fds 1,see Table 

.h# it-vil or evrsge r"ven* rurv* for 0k* 

to tht lerzer *c tach unit loaned m.&si
* ms vtrsc r-eVwrA-.*s 

e tfe n~ua*r- of tmits Involved In co)ufn I so as to 
f blt*rolt.iplied tqy 

derlve total reie*n*%at each levelI of' lending In colt~m 12 of Table 1.
 

j~ it lcaso in cplm 5viitnn= h
b. ~ rvelxus 
Inr~ ~ point at vorln3I revmn* aIla*t*luw12 vfith the 

arA 11 respectively sbcws 
to teri*l the ,r*gItiA1 cost at VO in columns 1,1 


at uhich the creditor will
 
ttA vaiwie of leTngl In colvozn 1, ('IV* unit.s, 

In colwin 14. At five uanits loaned this mill 
rAI*1Z154 his PaWOly profit 


or =O per u.nit for taurjr. Borrowers w Ill pay $0~for "aCh

total SIM20 

Iat 
!10 talit hired tor a year Aka ateaordmute with their vX1P -,.,,j,.n 6. 


an cof
 
10un9 of Table I shora that the lervir can lend at c'"t,~ 

ii ts exist at an intorest rt of
An un~oletaw equilibriuwil 

60Vr cent .S60 per WIO) Ica*e with a mnpoll atteally liaitted Invst.22nt 

t*e urtari or offletal it*nk earcQt
of five capital units t5)only. 


eurve 
 1,since Its aver e ost in viva* 
InteryeiW Vitirwit lost ',Ric*. p.12) 

lies above tt* %.**rage revenue turre frtwO 
dtrivod flvcaL coltan 7 of U"MIt IT. 



~ ~ ts~~i evW"Ob. Xt I&VSt tis will tbe. 

:-, a ase ttr ztztta 1,,;c !r, prA,1ictOTR beA 3or !n cott*r fV.tr 

~r~~ets I fastr*L~ Inrk - deve~ l,1ngr~r~i~. n1~ 

'~~~r~~!It r4 ~t r1~ to~ m*y tI- 4,11 bt ollan te 

AMCi Irf~ ~p1 ht*n~~~ tt, uisain-4k*.e 

117Ati 71' anr 10n of'~ 77Alssd16. 

li'tn tam atet~tu V_" Ulat* =W var*#* im !Ast 414, If fp 

witi. evs-Wvrr tno razz rate of inte'rest will *e1Iz.ut tyo,-.jr 

63,-!r avr*M falls to *1 th*Ir avt60v eOat inl F'ig'r I at 

2,! vor Ctr~t, AmA 9 %*ntn 100knod '1.0. 120 In Coiz' 1 an: 10 of 7atie 11). 
I~ 4d~ ir*'t At Ve, ease ar4 tmvetere of t.Drrowflr 

fro t-,e svvvy lr4er. Jr i!any control uhlef, V.<- latter may retaln 

*ver oa'es~reanir -owr !'*4 UrmS t;ryr 11 not:~s 

trutt. EZAy Alow U* ft4c*71erwtr to ObtAin 6 a &ew~kt hlgtwr Interest 

rate O~ Lfu w*n ban filiotte an* Uhoff. p.61?# Pr'eiih, p.171. 

?krrtt~es.thas arA cnly t.Iz, myj Interest rates t* vw.eh re!=ed 
Sp.1g. 10~: In this caso to cm-third of t1*Ir Ioner ley I 

(.rt per eent to 1 ;r "v1t - sve ?abie I soltm 6. row 4, AMd Tabl 

It colmnr , row 9). IIarkt attempts by a apemment to fin~A*c the status 

quo at a lower rat* or Inter*est will n~t suceed. In the aIooe of 

toopU assocatJon veilch to everym*ere difficut to create (see Carroll, 

-Owins AM~ Antbolt and Jaick Dublitnoy" ) ra* gorvx*t or wprat banks 
W#11, only cover theIr eosts It and igh they tend in sxappmA, of' arked 
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n0it*0 Late **Ir~r"!*r ott*I words4.
;fro,,~1 ZtrtW~* 

Wn 

to ai leta r rt. 01 -tretst. 
atfrlr c~vI*~**fg~ 

in p1ICecit
Thi. wn 1ki yeaO * A1 hu~ 

-rm to 64to t~wOft atoeIsef.too 

*hr, aI * *r* r. IMV* efto'4v to 4*01 t 
outrutpot1~~1i Ia~*5etIn 

for In~O-A310 Ier41z, 4aivt. 
fotgolng.1~owInt-rvtS1- tW* q41 

loss. it arsot,aill t*4x. to to uiertkke%attn41w 
towh*vlt*b lcvw.1atev*t 

oftitI14!r 
icamore1l

the fa.mr ttitoe* **d to 7.0 
aid tuals vMl L* IocM*4 Into tio 

SooS of 11rAm*; 4I1ntshitc V.S. 


!n InIspport of vtarae
 
it* Ir Octi tt*y -start, %x=b4e to a*" tn 


1rowrta'Len. 
 Of$tiea CeiIt 
a aottA? **vt of

e1.tiW*ro. =Atle to sp-

aid Shou"d tbt*rr, be tccnfind to Sitution~s in St~lch U.* (sarrer Is 

A&-*1'hI~ig-prms*tt Icwbc?0w
*x;'cttd to d*t"frm~ t1* 


at rk*t, to tt* 1oe.1Itnteet. hld~b4tvtltoft*T"Is~

vilc**Co 

In this ii*Y
43). (wIlY tP7 vad~t~fg Pe&SWfAt

14, %Sy*o. Pp. 38 and 
Oftleta 

or a1l mzvurots. 441adinstWalli talent to lbs 
cana 1.1t SO*re4t 

o** day In 
MIX.P.P,. to etacmPIt'4 so ttAtI.t say l11w to fI#gh 

torrvw#V$ 
or with *tter cliernts. w*e offia11y-finmed

a.-W4*r vIIAV 
of tteir Innovat ionmveyvent r*cvsda cot

hate *stablished successful 
to urtn tanks alcogthey my be pLst8d anirwoe.iflapIted inrerases In 

r"Idual officialPerhase a
with ttMIr t*pp r**fwd. as veil as. 

4n pakesIoas %ftit the ccinerci&I lendingi
cuar~te- enY farly 

If the Cuntry 1epars
It vo4 be IntertstivC to knw'

Conlawi. 
do b~oth. depending upamay.svpport or deny this thoo1s. 4 ItAy of coarve. 

to know %batnodil iatle shoul1d be
We. r*ally needthe c Ircwwtmace. 

for fammilatift pollay
tefre It p-vidt a beas

abd to this POOe can 



1s ~qe to M4ra ilhlz "A. var'.tImA~ In~ Pow*. oistnitratitoo risk 

1-.mpo*0. pr*oA wtthin ths rate of Wt~rest nlIna t* qlextrctil* ft= 

th* 1-*4iztr fe&grt. Z4..2ly ttyv s*hmad t. r* es# d ackrait mra.tcu 

In t--rT~cr !mmi& orpe**r' tuls dat~a is not. asatlbr. apimt so-el 

Inilat~c= of a ce,,trf'- pe o'plta rural pr**Jirt as say te V%*Jerv4 

C*wF.*0. stsiilics ,,d IItj etIljIM jjlt jepI*jic ........ 

4h:,41d t* b64L~d fra, Uw Cc-'tiry PAspgla 4 letr as to boWv ft* 
em~pmia of tht rural Interest rot* iar" WIth CM": t~rrM 

I M"OftS. Tis kizd Of &ArIYlSS .bh44 CIVO $M* Ir~eaict", "A cdy 

sm "zt p..ftih2. . and a.:Y~ p.17,.BZk*U p. of' 

Zn"Is1(wa .g P.24. %let,*xpp~wix A. p.,5 and Afl)!fl/RA. P.ll.
 

v:11l 3a1x *&*-ert sct~e to~usI rt** are poltomtally a
 

p~.ai War *hy ar* not.* 4)Ars U*;r *w tto probl~c
tt *a n* 

f Irat A.r forlmicot uw Of ti1utflE t*m. Ute tU4* of a 
1rA~ !rx %fith#Xe raoSim e s. lrrigat)cn. tte U*$ercrtrj of rlsk 

ArA Y.i* Ilk* will be tkh vsor atcrs (Trrremut'r. p~ ,1.Pe 
Ate*JU~.P-5)#vlth t1*llt r#1*tod to the *Pilo&-e C.J.Bakor, po.6,9.
 

Ie. p.22 W4 '&It# ArhfflFT. *b. 197.Pp 9, <)
 



Sone Obrervations on the Small 

Fatuer Credit Problem
 

by
 

Carl H. Gotscb
 
Harvard University
 

Letsonts from Devel,pe onre 

As the authors of several of the analytical papers in AID's 1973 

Sprfng Iteview of Sall Famer Credit have pointed out, many of the coaclu

sions that appear in the country docunents are neither unexpected nor noy. 

Over the years, cost developed countries have also experimented with credit 

programs almd at Improving the capital oarket faced by snall famers. 

These programs--in the U.S. one thinks Immedately of the Far Security 

Administration--vre faced with the saoe probiews thrt run through the 

description of virtually every country study. First. it is bard to lend 

o e vithout keeping an eye on the recipient's asset position. Since, by 

definltie. "snail" farmers are those whose situation in this respect is 

unfa4vorable. there is constant pressure to invest only in the upper part 
I
of any designated target group. The inevitable result over tlse is that
 

the progran leaves the naJority of "susll" farmers untouched. 

A zecoad universal findin: is that t,'e cost of small farmer credit 

programs is extramly high per dollar loaned. These costs have two related 

origins. first, the administrative costs--the paperwrk--are as high for 

a $100 loan as for a $1000 loan. indeed, they nay be higher if any kind of 

vigorous check on credituorthiness is run. Second, as several authors have
 

also pointed out, nost programs have shown that providiog xmry without 

ongoing management advice and supervision is a precarious apptoach. For 

I, addition to a poverty cf resxwrces, small farmers tend to lack experience 

In decision making and to have a limited view of the opportunities open i.; 

then. 

F1- In the debates that occurred uithin the Fan Security Administration 

over the agency's role in attempting-to cope vith agricultural pwerty in
 

the 1910's, this became known as wakimflng the cream". For an instructive 
discussion of this whole set of issues from a U.S. perspective, see Sidney 
baldwin, PovertZ and Politics, Borth Carolina University Press, Chapel Hill, 
1968.q 



overer, the similarity of rectaln aspects of the mall fauuer 

credit problem betveen devcloed and developing countries stops well short 

of providing a description of the situation confronting such progrin in
 

the ldc's. As beteille hat observed:
 

Inequalities of property, incom and privilege and poer
 
may be cumilative or dispersed. The characteristic feature of
 
agrarian societies is that they tend to be cumulative, creating
 
thereby a powerful ideological basis for the recognition of
 
social inequality as a part of the natural order. In a system
 
of cumulative itequalities, privilege, property and power are
 
coobined in the sane Individuals ad the socially under riv

ilge.re lsq-tconmlcally and pltial drIvedly 

The Implication of this comvent is that even if there is a Wlliq es 

to absorb the costs of a small famer program, czeating local institutions 

that Vill, over a reasonable period of time, continue to be ros;onsive :c 

the weaker sctions of the farming community may be exceedingly difficult. 

An Approach to Analyzinz the Plotential for Successful Rural Credit Protrams 

Given that substantial sums have been an4 are being invested in rural 

credit, and given the nov videly recogVtiud diffitulty of dealing effectively 

with the problem, hov does one develop an ex ante analysis of these situa

tions in which rural credit programs for small farmers can be successfully 

organized?- It seems to se that the questions one would v nt to ask can 

be grouped u"er three general headings: the technical characteristics of 

the srea's agriculture, the basis of social organization at the village 

level, and the nature of the national political regime and its attendant 

bureaucracy. pelling cut In detail the rel4tionship of these variables 

to each other and'to a proposed credit program Is well beyond the scope of 

these comments.- However, the follovag brief observations night be made. 

The characteristics of technical atriculture: As Long has pointed 

out, the evidence strongly suggests that a necessary condition for a 

Andre beteille, "The Social Franevork of Agriculture", in Regional 
DeveloIMnt: Experiences and Prospects, (Lafeber ad Datta-c0aodri, eds.) 
Report No. 70.21L WRISO, Genev, 1970. 

This section draws on the analytital paper of Millard Long 

I have tried to describe sme of the ore important interactions 
and feedbacks in a paper entitled: "Econonica, Institutions and ftploymeut 
Generation in Rural Areas". Ford Foundation Seminar on Rural DeveI nt 
and Omployment, Ibadan, April 9, 1973. 

V 



available that will sub-Is a 

bt that is not enough. To show the need 
"successful" progr=m that there be technology 


stanti&lly increase net returns. 


for a credit prograu, it is also necessary that the technology require an
 

that uhlch is available through sIall defermntsincremt of capital beyond 

of constmption expenditures or easily obtainable throkgh short-term loans 

one would not expect,
fron informal sources. Sy this reasoning, or exmle, 

constraint to the introduction of the in most cases, to find 	credit as a 

seed-fertilizer package. 
Is amy readinag of the

Ybough there is soue conflicting testinooy, it 
by and large, been fulfilled. evidence that the above expectation has, 

Mhere the real difficulties have arisen, at least in Asia, 
iswith respect
 

to loans for the purchase of intermediate necanical 
inputs that would
 

motors, tubevells,

require several years to repay. These itens: pumps, 

threshers, etc. are often closely linked with the ability of small farmers
 

to create
 
to increase their prod,.ivity and yet they are imWay" enough 

serious difficulties in acquisition.
 
Crucial to an analysis of
social and political institutions:
Local 

farmer credit prograns 	is the definition of "uall". Is it more or 
small 

is it defined tn reference
 
less synonmous vith subsistence agriculture? 


Or is it a matter
 
to the characteristics of various types of technology? 


reference point

of the size of a particular holding relative to soe other 

in the size distribution?
 
absolute neasuTe
Insofar as "snallness" is a relative as well as an 

target group, the problem of gettintg credit to mall farmers Is 
of the 


csoned significantly. As several analytical papers av* pointed
 

agencies inevit
the direct distribution of subiidized credit by goveroment 


the socially and politically power
ably invites extra-vorket activities by 

the available funds for themselves. are aimed at securingful, activities that 
have to offer plus the influence they

Because of the groater security they 

and employees of the organization, their 
can bring to bear on local anagers 


successful.
efforts are more often 	than not 

disbursed indirectly through organizations that are
Where credit is 

the record is probably even
asde up of farmer representatives,ostensibly 

the conclusion that where significant disparto escapeworse. It is hard 
aon- salth sources 

i'ies of power--based on soe 	 combination of wealth and 


level, credit program tha: are expressly
the localof sta-us--exist at 



4.
 

aimed at the bottom part of the size spectrum are likely to be unsuccessful. 

The national r : The last set of questions one vould want to 

investigate with respect to the potential for implementing a successful 

sell farmer credit has to do vith the political constituencies of the 

governing party. This is obviously a wonplex topic, ooe that canot be 

deal, vlth/itriefly even in outline. Hlwever, it is clear that if there 

are local pressures' orking against the target group, only,& strong can

itumnt by the national regine to the protection of small farmer interests 

will insure that the credit program is not distorted as it is being inple

neted.)' indeed, vithout this kind of support and protection there are 
"
 For .. 

in such cases nay involve not only the failure to place resources in the 
good arg. for not proceeding.nts with a progras at all. the rsults-i 

hands of the Intended recipients, but a worseaing of their situation in 

the rural coasunity. A frequently cited example Involves the tractoriza

tion of agriculture tere access to cheap credit by large land owners has 

bastezed the displacaemet of part-tine labor and tenants fron the proauc

tion process.
 

Implications for Prorfns and Policies 

1he empirical evidence and the observations made in response to it
 

provide a rather pessinistic picture of the possibilities for creating
 

before such a conclusion
successful soall farmer credit programs. aowver. 


is accepted across the board, it should be emphasized (I) that there are
 

exceptions, and (2) that in many ways, the perfornce of programs thus 

far undertaken are not a terribly good test of what can and cannot be done. 

ror example, in the country studies and in my own experience I have found 

time and tine again that money is being spent willy-nilly without even the 

most basic questions being asked erncerning the nature of social and polit

ical stratification at the lexal level. Undoubtedly, such considerations 

are difficult to include in project feasibility studies but they are no 

less Important with respect to the mall farmer problem than ascertaining
 

the presence of an improved technology.
 

~Se readers may think that it is naive to suppose that such a _ 

conflict could even be initiated. However, the advent of mass sufferage
 

has, in a nmber of less developed countries, pitted local and national
 

interests against one another.
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status variablesto grips vith power and
An honest effort to come 

would keep snall farner programs
would produce two benfits. First, it 

out of situations where the likelihood that they will be successful is 

anchoices btt idealism must be tenpered with
small. These will be hard 

objective appraisal of the situattcP if oaly in the interest of not making 

Secoad, sensitiv~ty to the 
worse than they atready are.eaitions 

likely to distort prograis vilt inevitably lead to 
pressures that are 

It is evident Iro* the reported country
badly needed wmitoring systems. 

most part, those in charge of broad-based region 
experiences that, for tb 
 are 

tesllykaw Uharand to vhat-eff(c thefunds 
wide proSradon 


the progrms have
 
being loaned. Itis is not surprising since many of 


to political demands
 
a result of bureaucrats responding hastily

emerged as 


be done in the countryside.
that something 

to be confused with bookkeeping


PnMtorin5 in this case is not 
nature of lending 

a set of accounts that accurately reflect the 
although 

would be to design
be helpful. A sore important approach

decisions would 
Spotprogram distortions. 

Aystem that would be sensitive to anticipated 

a announce ent,


evaluating loso ustie,, inspecting without 
checking records, 

in far too many cases,
 
etc. are oil techniques that could be employed. 


come to light long after
 
qust able procedures have

large defaults and 
The result is a coodem

the possibility of rectifying the& has pasted. 

its Implemntation.nation o! the concept rather than 


the small farmer credit problem can be
 
The notion that inroads on 

in which 
nade by a more self-conscious analysis of the social system 

I an also of thenaive. Sincefound vill strike stoa as Ueingf naers are 

%goodly dash of cynicism Is an important ingredient in examining
view that 

I have some sympathy with this position. 
and evaluating Institutioal change, 

On the other hatd, the degree of insensitivity that one encounters in t 

fkes It hard 
involved in administering rural credit programs
organitzations 


can be made.that Lmprovementsnot to belever some 
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Jchrn 1. Honor 

Corr"el Unive-rsity 

The thret tier effort of country paers, azs.YtIc&± papers ad an 

effort.
issuer papr is a most cooprthensiVe, agwytic and useful It 

breadth of coverage or In delieation 
leaves little unto=hed either in 

roa laes Seem to merit amof issues aM sueastion of priorities. 

Tbey are, (1)lurea
what 	additional or differently vejefted attention. 

1 

Ing the efficiency of intersectoral, interregional and interprCi*0 

financial narkets: (2) a of reducig risk and u rtainty aid its 

(3) the importance of more intensive 
interaction with credit Prugrams; 

=al farmer Incloes aad its relation 
enterprise cobinstions for ralsil 


the relation of relative prices
 
to intewoediate tern credit; and, (i) 

to credit and technological ceane. I wiill 
am naftetivg programs 


on eacb of these.
cat briefly 

6 place the question of ral resource n*ihigA
like 	1ould1. 	I 

sonmebat broader perspective than I believe r-es tbroa& in 
tion in a 

ake three major points.
To do so, I vould like to 

the bWk of the papers. 


First, the suply of rural credit from trwAitiorol tends to be
soucs 


sy be
within az particular region tber 

hihly inelastic. Second, 


ne technol .gies
in credit requiremats
sharp year-to-yeor cbanes 

consequnt sa& iacree" 
become atai1able and ove quidly into use with 

the rate of adoptionby net ropsyinst as 
in credit rsqairemonts,, foLowed 

ay experienea credit cycles 
tzd slo#. T7ird, different, regions

peeks 


at qaite different potnft in time.
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rm those three points, it can be seen that although in mW one 

region introduction of Iwo. tion noy be dwAbry bieded by inelasti

supply of credit frcm traditional meams, there my be other reqaos with 

substantial net eavings. Thus, the need my be more for cargio inter

regional flws rather than Intersectoral Mv.ws. Creit XYSteaS Should 

be built to fmAilitate such flows, otherwise the net 'lays to agriculture 

and roty frca other sectors my be large. In gneral, trsditional forms 

of credit are not only Inelastic within azr me reion but they tend not 

to te part or nati nal grids %bichfacilitate Interregioml transfers. 

Ibis is an aeXcoodingsly lmotc elimut of linstitiitioniL credit uicb 

is often not"ebaized. It is, perbap, the most powerful reason for 

the substitution of integrated iotitutom. fors of cretit for trydi

tional form of credit. ft, thts function nst be built Into the insti

tutional form. In this context 1 vould point to the case of Taiwn vhere 

institutional form of credit bhav, been used to facilitate a not outtlxw 

of capital from the agricultural sector. On this Loint, see the docu

mentation by T. it. Lee in, Interstetoral Ca:ita Flows in the ENonic 

kevelmnt of Tavan, 1085-1960 (Cmell fiveraty Preu, 1971). 1 

spell out the theory for this position in a paper entitled, "Accelerated 

Growth in Agricultural Production and the Interlectoral Transf" of 

Resources," to be publisbed in the October, 1973 issue or gEcmci Develop-

Dent and Catlrel , . 

2. ?be anlytic and ctry pspers as yell as the Issues paper do 

give substantial eight to the problene of risk and unctainty, particu

larly as faced, by the wall farmer. I dra you attention, in particular, 

to ichael 8chluter's paper dr mnour staft In Gujarat in tlich be 



'looks specirically at ttds quaesttA. it is rw larresilcm fru5c4uti*' 

la~rger vork that smU. farmer V1erceive borrowing from trdiiaimq 

lenders as wxb am e riAn it the ase te antertain investaunt than 

borrowing rom cooperatives sa ot er avrm l or qmgol-ver'iemw 

ijrtitutions. Ibis Is Oewmat In contr~diction to the poI2* ne in 

am anmlytic pspers that the traditionl am"oyJeoderm oe rane able to& 

absorb it but mq nt be wiling to, particulArU in the ease of mll 

famr. 1 note a o Ins rr Pc ra to bep reduc 

risk and uncertainty for afl fIerms. C fear th6at th% t S sinlix

tic solution that I. not viable in practice. I MU4 *at in prctice 

insurance sebmes are rarely instited. I musrft this is ULcme for 

nzn of the thtw for %wasirhraa"d t be tahen the mml fer 

tbeaselves bave a good doel f control ove. thee,;Lew. Thus, in outer-

Ings the dairy buulaess, me of tkse na4'r ~4ies Of risk %MUwcrtft!VtV 

it the possi ),ty of the *lsthof the diry animi. I fear, however, 

that an insuranc propm ain4 Setb a haizrd VTi) rwt in S Sb

stantial increase in the desth rte as frmet roduci ezx.m.twe and 

labor to preserve animals for *biclh tbme vu tourswe. Iduie4 Irri

and other aspects of probaticOagatiam investment, pest ontro. progpm 

increase wisgt also be marginally lunibited by timance prs 

thereby ftereasImg the cost to ao=iet~y of such pr'~rms. Wis brn m 

to a positive sugestion. The Umb m4pd o and elimis 

MMY prwide the qnliml safety valve Tor shiftirg untartaint. Coo of 

the me Importase criticia# of Vgeratves az. qus-goaverntal 

agencies is *.bat tl tend to hm a poor r I think 

%$
 



that it would be very useful 	to study this question in Umb greater detail 

tban appears_,U the.. .apera iIc I have seen TO %bt exitant a"e delin

quieces and owmrdues the device by Wich cooperatives pick up ame of 

the risk and ucertanty of imoation for L1 faluer To* etent 

is there, in the final 4ndYsis, full repMunt, Including lntere. To 

%imtextent could overdues and deim cies be stematizd in such a 

wy as to Aiift 2m of the risk and wertain&t at least over tima 

that be done in a nweftrm the g fare to the credit, agenW-, Culd 

effient ay from the point of view of iWtn 11 farmer risk and 

1: suspect that a positive look at thisuncertainty than present systmes 

fruitful and Perbsps cMUderably nMe usef 
question could be Very 

tan 

eamnation of the insurance question. I sbould zake it l*e tbat I 

do not comider the existing situation on overdue as eptimal, but only 

that the question salts attention frw this positive point of view. 

=~re direct bene
3. 	 Icresed cropping Intensity probsy offers 

famer than the crent hih y1ieldiMfits in tbe l= run to the =al 


re

grain fieties Ad yet I find the attention of the papers MQCb 

towards hbi yielding varieties and the prblns Of credit for those than 

rield
for increasing intensity. It ChonL be rtecgni"d that the bI& 

Ing rain varieties my be a necessary *eoViti=n for incrasinf crop$ing 

not only of richer farmrsintensity. lbose varieties 6o increase IM s 


but in other sectors of the ec O W th the varims mllti

imes then provide diAnd for the inte
plier effeg-.s. These biohr 

eastic cmodities such as vegetables and certain liwstock odities 

for incrasing intensity of labor utilizationY )ich provide e reat scoe 



the paper byand beetraiim'owg nes of wal fazers. On this see 

~ svIJ Leeqsef ~tiled ~kvthLI*gSm Of the few Foodgrain 

Indi JOWa0.z of Mrlcaltuml Ecwpooics, Janmry4%rd,TebhoolOsies, 

1973. There ey, howv, be ,ubstenZtil rik san UnPOrtinty Probsw 

innived in the shift to these =cdittles *ich, in two, my M for 

eial Crett arrsiWWWtS. PartiailArlY the livestock posibilitiS 

tern credit than tey do shot, term credit. 
require Mre £fle4e1Ute 

It is interesttr to note, for ezapl*, that in the Case of milk, the 

itself finaces the bWlk of *e feed requirewntS i1e
=i2k producticn 

of the other. The bottleck for
sther direct iutiu oth, me is a 

thz au farmr is obtairis* the capita, for Pw i .Adtionl ik 

ania.1S. In general, institutions) forms of credit are mac less vel 

a lomn than shrt tern crp l=ans. AVain,this kind ofSmited to handl 

the capital rOqIrewu.ei per acre for *11 'nto 'atensive wgetable 

terms of increasso larae that a fr"Mer nust thi* in
7rodsutiEn =%y be 

irg his pmaneut orkln. capital "nd mey need at least aurwe of a 

lane of credit and pertaPS an increasijn lAne of credit. 
cO*tinf 

s very close to being an iUtermedte "P credit arr"nM-
Agsin this c 

meat. in this cimtt I eqbptzie the possibility of sharply diverSgit 

ery l m er. lbe Zattercredit needs of the inow farmer from t 

ic cmes very heavily from labor utilzaon
is defired as one*ibose 

zost need intensi
as distimt fr*M the land itfelf, It is 	 these *tchi 

ficatl n *ad, therefore, a very lar credit igumt per aCre. 

U. 	 I felt that the variou ppes gave ecessive Wbasis to direct 

Iha a pOMIs too 00
control of prOdut jrkets and prices. 

http:rOqIrewu.ei


to,more than rsise here, but I will cnet briefly. It Is true that in 

nwzy low Unicm cIomtries wicultural prices fluctute ubstantialy 

frc on year to another. There is a teniency under those circastawes 

to attribute sharp pric declines in years uben nev technolgies have 

been intrdued to the increased production sad the hw tectnica . Ver7 

oft n, however, that relationship Is not causal but simply randcA4 

associative. There is a great deal to be gained by increasing the effi

elency of operation of? uakets In low InCo countries. 'It seem clear 

from *1e's york on India *tch is apparently belrg reinforced by the 

vork vbich she Is xmw doing in East Africa that the most important sorce 

of inrket ioperfetlions is lack of tzezspzwt facilities and smrket infor

mwton. There is a good deal to be aid for a natiom l policy bLch 

attmpts to iuprwe these two ares. T do so in association with pro

p - of te h ' cad. chaoge ner quite desirablt. Rowever, preciaely 

because nserets Ao Qod to be sionevbat integrated in lw incme countries 

an effort to combim a price support progr in o region vith a credit 

&nd tecmlogical change prqp= is likely to fate. a 20re MOCro con

siderations bring about sharp declines in prices ifticb the resores 

alocated to a 1 region are unable to stm. As a side point = thia, 

I would again have distinct reseratons about giving eoopeatives b

opolay purchase riats, in that the general experieice seent to be that 

coopeatives do, part.1cularly under sueb cire swes, operate at lower 

leven of e*fie.vT than the private tr,4e. Thr. v then n opol 

rigtsb wil. decrease returns to famers. 

I would rV that there is substantial place for inproved credit 

progris of a 7verental quudi-g*ovrnmerU type. I tbiz that 

oA 

http:e*fie.vT


the .IysntaaS 'Wich'~C" r ~c ipSm~ elb otI 

mmropito &Cti'rities uye omblaedwith thea. ~ on~ ee 

disoiE~sI iu- thet* bee"_oat@ma~vt&A n~t1.I-7__ 
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The Sprint Review on Small Farmer Credit:
 
Leasons from the Workshops
 

Gordon Donald
 

Six regional Workshops lasting three days each were held between 
March 8 and May 4. 1973 in San Jose (Mexico and Central America). 
Quito (South America). Manila (East Asia), Ankara (West and South 
Asia). Nairobi (East Africa) and Abidjan (West and North Africa). Be
tween these Workshops, shorter meetings concerned with single coun
tries were held In Vietnam, Bangladesh. Ghana and'RIgera. Except 
for the meetings in Dacca and Saigon. where the visiting Americans 
riade no formal presentations [the Saigon meeting, which concentrated 
on one institution. is covered in antber report], these 
Workshops were structured as follows: in a typical half-day session. 
formal presentations to a plenary group by American specialists, with 
varying degrees of participation by regional nationals. wer^ followed by 
discussion periods which ineluded both pler.ary discussions and discussions 
in smaller subgroups. The dlscussico periods covered- sometimes 
loosely- the topics of the preceding plenary presentations. The con
tents of these presentations encompassed: a core subject area of three 
main topics presented in three (sometimes n four) sessions, running 
through all Workshops with minor variations in emphasis; a session 
giving intensive consideration to case studies of experience from within 
the region (or country); and miscellaneous contributions appropriate to 
each occasion. 

There was some evolution in the content of presentations as the 
Workshops proceeded, au.d many of the speakers handling the principal 
topics also changed. But there was sufficient simiarity In the basic 
themes taken up In one Workshop after another that thei o contents are 
more conveniently and meaningfully sumnarized here u..der major topic 
headings covering the common elements in the presentat~l s,with 
regional subheads covering discussions in particular Workshops, rather 
than in a chronological order that would involve considerable repetition. 
It appeared that most of the problems and issues encountered in efforts 
to provide credit to small farmers were quite similar in all of the 
regions concerned, even though actual policies and institutional forms 
differed from country to country. 

The three major topic headings were: 1) the role of credit in small
 
farmer development; 2) the nstituti na Involved in supplying credit to
 
small farmers; and 3) the prnclp ,,i- alternatives available for
 
such programs. There were. of €o4!.4 qde overlaps among these sub
ject areas, with the implications i ,.*onal forms affecting policy
 
choices or the role of credilt, and -Arsa. Nevertheless the following
 
description of the main themes a-pesented under the three topic group-

Lngs and the subsequentdlscussIons tonveys the nature of much of the
 
Workshop contecl. In conclusion, brief sunmaries of the case study
 
sessions are included.
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The above topics were introduced most often by American university 

and typically were discussed by officers of regional credit 
professors, 

well as by officials of departments of agriculture, coopera

tives and central banks, along wUh quite a few regional AM personnel 
as did a few representao

Some private commercial bankers participated, 
and miscellaneouslocal universlties.tives of FAO, International banks, 

more consistent.priVate or znlzationt. - In gnrlteWrso.wr---------- 5 and quo'-
In handling basic policy and Institutronal 1i 

and stronger. 
tions of purpose than they were in dealing with particular managerial 

The latter questions occupied many 
or with political questloas.problems, but were less amenable to general conclu

of course,of the discussants, 
The learning process arising

sions extending beyond national borders. most 
from the formal and informal taeractions during the Workshops Is 


n the area of general policies and purposes.

evident 

1. The Role of CrediL A principal theme in this area was the Impor

*I o (presented chiefly by 
tance t o v6Improvement i agricut 

later by Gordon Donald. National 
Ronald Tinnermeero Colorado State, 

Without such improvements in productiviy (dit-
Planning Assoclation). 
regarding mere extensions of the area of cultivation). the farmer will have 

no more income than before. and may acquire debts he Is unable to repay; 

farmers already in debt to informal lenders wil tend to repay those first 

and will often default on payments due to more distant formal credit 
the technological Improve-

But for productivity to Increase,institutions. which 
mtnts offered must be appropriate to the small farmers concerned, 

can be Inap-. 
are not- recommended "packages" of practices

these often and 
propriate for their particular fields or for their s-ale of operaoion-

must also be profitable enough In practice. to exceed the additional costs 

Incurred. Furthermore, they must be actually avallable to small farmers, 
in ampl

Inputs most be physically obtainable at the times, needed,
L e. . d scattered users
volume, and Information must really reach the small 

a creditBut given these conditions,
often these elements are lacking. 

it was argued, productive faUures 
program is justified; without them, 

Whether a credit program Is justifiable
and defaults may be predicted. 

io dubious, or uncertain. was a 
when one or more of these preconditions 

debatable question underlying much of the discussion.
 

farmer credit (pre-
Another theme was the cultural context of sma 

Cyntha Gillette of Cornell;
sented by James Converse° ryBa& 

also by Charles 4.sbet of Evergreen State College). Emphasis wa. given 

the educated, urban, commercaUlly oriented cul
to divergences bete 

and thst of rural, traditionalist, poor borrowers with 
ure of the lenders, 

A similar gap between extension agents and poor 
a Village orientation. 

The borrowers' desire for change on the lenders' terms 
farmers was noted. 

was questioned; ineed the variability In vUagerb' desires for any sort,of
 

and the imited capability of credit 
income change wes noted,technical or 

instltutions for effecting change in some conditions without shifts in lnd 
A related theme was the need to 

tenure or political power was brought up. 
of crett programs (Judith Tendler, Serkelty.

distingulh objectives 

q1,
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California). In particular the divergence of implications of 
a purely proauction goal from that of equity. I. e. . relative welfare gains 
for small farmers; further, a variety of operative non-economic objectives 
in a credit program uere described (e.S. by Sacay- The Philippines). 

The t sf er for which small farmer credit programs are useful 
WQ laIdut wwrd -Rcew-AlflWeshinoo). Oni the one hand, large

or medium farmers (type I) and small comercial farmers (type Z)are 
eligible for commercial credits without special arrangements for their 
benefit. At the other extreme the landless agricultural workers, or 
those whose agricultural resources are too small for them to get by with
out non-agricultural Income (type 5), were thought unsuitable clients for 
agricultural loans. In between, special credit programs may be appropriate 
for two groups: small farmers with the potential for commerical viability 
(type 3): and full-tnime poor farmers who might be able to improve their 
situation if credit were provided along with erar7, substantial subsidy 
(type 4). Credit programs have differing design requirements when intended 
for these different groups. 

The role of small farmer credit programs was delineated in the context 
of the overall capital market, by analyzing economic constraints on rural 
development and by specifying conditions for success of such programs 
(Millard Long, Harvard D.A. S. . and Dale Adams. Ohio State; some of 
this material was given by John Brake of Michigan State in the 'Lnstitutions" 
sessions). in these terms, credit is a constraint on development when 
profitable new technology Is available but is lagging In adoption because 
of limited access to capital sources, formal or Informal. Formal vredlt 
sources- commercial or state banks- tend to serve larger farmers (and 
non-agriculturalists) and to avoid the more costly, risky loans to small 
farmers, responding to political as well as economic pressures. Informal 
sources- relatives and friends, local merchants and moneylecders
cannot handle longer term investments, and give loans more typically for 
consumption than production; borrowers often prefer the informal methods 
of credit delivery. The gap might be filled either by arrangements to 
move formal lending Institutions into the small farmer field (described 
below), or by specialized agencies designed to supply, production credits 
to small farmers-this is the more usual approach. In the latter case, 
the question of how to cover costs must be faced if the program is to suc
ceed (see below). The question of how to expand capital resources for 
this purpose,and how to avoid driving out other actual or potential capital 
sources, must also be faced If large numbers of farmers are to be reached. 

Discussions: San Jose. There was considerable response to the 
above statements on cultural gaps, non-economic motivations, etc. as 
Indicating real problems. There was one eloquent defense of the farmer 
who maintains his posit on in village life by staying out of debt and cur
tatting his dependence on uncertain markets. But the dominant view was 
that production goals and technology are of key Importance, with some 
giving morketing an equal Importance. A number of people made 
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distinctions between the goals of helping viable farmers and raising the 

there was no clear consensus on priority, but a feeling thatless viable; 

welfare alms should be kept separate from credit.
 

Qit The objective of production gains, and the importance of 

profitable technology and improvements in marketing arrangements to 

raise small farmer incomes, were stressed. Much time was spent on 
particular'countries;,thowing how-tuoo.were" _owere not),achieved, t 

problems of technical assistance and loan supervision were brought . 

Mo:o discussion than in San Jose concerned broader alms of rural develop-
Into modern lt(e,ment. of bringing villagers- especially Andean Indians-

and of means for increasing farmer capabilities to cope with a difficult 

Several people pointed to increased employment as a nationalenvirornent. 
some cases but should not in the long run conflictobjective, one that may In 

with productiun maximization. 

considerable intarest in non-productionManila. Unlike Latin America. 
lending was expressed, and justified by some- a consumption loan helps 

farmers produce. or is necessary when disaster strikes- but strongly 

condemned by others as a "soft" attitude, leading to defaults and inef
and were not generallyficiency. Defaults seemed a pervasive concern, 

thought to be a result of low productivity alooe; studies were cited where 

the worst defaulters were rich or politically strong. While the importance 
there ws some questioning of its necesof new technology was accepted. 


sary link to credit provision- I. e. adoption of new methods can occur
 

without a credit program, or credit may be justified without technical
 

change. Political objectives of credit programs were discussed, though 
bviousrather inconclusively. I Comment: Political elements have 

but thetse differ sharplyrelevance to the design of East Asian programs. 
Views from the Philippines and Bangladeshamong countries of the region. 


were actively articulated, and other Southeast Asian countries were well
 
of Taiwanrepresented. but the significant experience v'..
 

hardly discussed due to English language problems. 1
 

Dacca. The government of Bangladesh ir officially s4rztir4 a
 

policy of-replicating throughout the country the method of extending farm
 

credit through multi-purpose cooperatives. modeled on the Comilla ex

perience. The intent is to increase production, notably through new rice 

technology in which they express confidence, and to rlse the incomes and 

capabilities of their many poor farmers by concentrating on a stnge inte

grated forn of organization. This kind of concentration seems to them 

necessary in their extreme circumstances. They were interested in
 

discussing policy issues, and some institutional questions. but seemed
 

quite settled in their views on the general purpose and design of their
 

small farmer credit program (with a few exceptions). 

sketchy than inAnkara. Discussion of the role of credit was more 
shown In helping the poorest farmersearlier Workshops. Interest was 

in the political appeal of subsidized programs.of type 4 and even type 5. 

ci 



and in farmer" organiztions that- if not taken over by large farmers

could ar-iculate their interests; the approach taken Was Psternl itic 'a 

Itr assumptions, and the results iIvocln The indian arhud tor 

puuing output ahead of small farmer welfare, iven the extent of his natios 
food shortage. Arrangements stemming from land reforms were cited for 

[ Coe..nt: India was represented by one man. Pakistan,
Iran and Nepal 

c 
defaults and went on to subsidies on inputs Orand cropNairobi . The only "role of credit" discussion with notes a"alable 

stajt* ih 
Fkrmer attOdes that government.supplied credit need not be 

insurance.repaid were a widespread concern; millions of African farmers are sub
sistence cultivators with little cash income. Collection via crop purchasing 

hr r tt aktn

monopolies was one effective slto hr 

and tighter loan supervision
bKa)s ollctiond via cooperatives (Uganda).boars; w rove rs. Subsidy of goods vs services 

was explored* sOMe preferred a subsidy to services rather than goods 

since the latter goes chiefly to large farmers; others pointed to the po,-rAl
situaonce begun-a common 

Impossibility of ending any type of subsidies 
was of Interest. but seemed

Crop insurance against weather hazardstion. small farmers to be a practical solution 
too costly and open to abuse among 

except for specialized export crops.
 

Accra. As*in Nairobi. discussion of the role of credit turned to 

and the problem of inducing farmers' "respect"
defa&ults and subsidies, 
for a government program as indcated by willingness to repay loans. 

of farmers was cited as necessary, though slow in its effects."Education" Ifcan be justified, however. 
Subsidies to cover losses in credit programs 

as can be shown for Ghana.output actually rises-

The overriding purpose of agricultural credit in Nigeria today 
ibadan. on the poor.

and to alleviate nflationary pressure
is to raise more food, 
When asked why not focus on large farmers, it appeared there were too 

aside from state-owned plantations growing export 
few to be significant- the West Nigeriatoo;Default is a problem here.
rather than food crops. 

Corporation has attacked it by supervised loans and repayment contracts
 

with exclusive buyers of a cooperative's crops.
 

4f the purposes of credit arose in reaction to the 
Discussloi 

Ivory Coast program I'-r making small loans without concern for produc

uses (most is probably consumed). Thl appealed to 
tive or consumption others were more concerned 
some as a simple, manageable procedure; 

with measures to increase output and productivity- probably a majority. 

Representatives of five countries voted on the relative importance of nine 
the winner was weakness 

possible constraints to .:redit program expansion: 
and of input

followed by lack of profitable technology,
of product ma rkets, ab-

Lack of funds and of trained personnel fell In the middle; 
supplies. 

rated low in importance.sorptive capacity 
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7Instituions Two main strands appeared in these ptesentaltions: 
tnterm teoranlzztvons (cooperatives. or other) between .end ns 

ad ways to bring private lendinginstitutions and small borrowers: 

institutions into small farmer loans. Analysis of nformal credit. es

peclally monzylenders, wax peoinent to the last strand.
 

The advantages of intermediate organzti (Thomas Carroll of
 

DB. Jack Dublin of AD. Jose eausoletl of he U.S. Cooratve
 
Percy Avram of AiD/Laos, Rteuben
League, Angel Castro of COLACo 

........ of Ford Foundation.l.dla) are 1) an enhanced ability to reach 

more smul famrtlwr ad iiraitive costs b .116&ns. alan 
group technical assistance; 2) bette7 repayment potential. 3) possIbUitles 

for decentralized (better?) decisions, especially in technical choices; 

4) equity. reaching non-ellgibler for bank credit, and 5) social values. 
including popular participation, organization of farmers to defend their 

Interests in other spheres. Farmer cooperitivns, however, have had a 
sucspotty, not very satisfsctory history in practice around the world; 

cesses often stem from unusual personaUties and are not always repro
ducible. Types of organization include, simple loan-recelving groupings: 
credit unions, which can generate savings but have done little for farm 
production; cooperatives that manage input supplies and/or marketing as 
well as loans- more useful in production, but harder to manage well; and 

production cooperatives- little discussed. A key issue, with strong 
was that of how much government intervention Ispartisans on both sides, 


desirable: legal recogntAton and standards are a minimum requirement:
 
assistance in training managers and bookkeepers was usually thought 
desirable; but beyond that there was much controversy over the help 

the dangers of political manipulation and distorgovernments can give vs. 
At one extreme are the purely private credittion of cooperative purposes. 

unions of Central America; at another, the hIghly integrated farmers' 
organizations of Taiwan and Korea. with compulsory and nearly universal 

often tied into state monopolies formembership, state-appointed staffs, 

input supplies or crop sale.
 

In connection with the reluctance of formal institutions to lend to small 
farmers, it was noted that the omnipresent village moneylender is able to 

The strengths of hissurvive profitably supplying credit to such farmers. 
position (Charles Nisbet) are low costs, absence of red tape in procedures, 
close acquaintance with borrowers that allows him to judge them boer and 

and the ablity to charge high interestto bear down on them for repayment, 
rates with flexible terms to cover particular circumstances. Small bor

most often prefer his quick responses to requests and his Informalrowers 
But the monetlender is unconce-nedsurroundings. despite high interest. 

he could not offer technicalwith small farmer production or progress, 
and he profits more when farmers let theirservices even if he wanted to. 

Interest payments pile up. So some of the presentations explored ways in 
be redirected to lend towhich production-oriented credtt institutions could 

rmers and might learn something from the moneylender (Thomassmall 
Stickley of American University Beirut. Dale Adams, Marvin Miracle of 
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John Brake; Hilbet rejected this approach). Stickley
Wisconsin/Nalrobi. 

Iproposed that banks employ resident vilage agents with authority to lend
 

on Informal terms, paid by commlssions plus a small salary, with their 

commissions and lending capital Increasing with performance criteria 

such as their repayment recorel and their farmer-clients' pioduction. 
collateral and lon approval

Other approaches include reduction of banks' 
the practical value of which was questioned, and the use 

requirements. 
of central bank preferential rediscountingl as an encouraleent to small 

Also pertinent are the small rural backs,ofThe Philippbies, now 
loans. 

which raise local capital and lend within a circum
emc:ated In Vietnam.
o--r-b area, re~etvY~tchkg government capital and other encourage

ments; of Interest also were experiences in nducin banks to mke small 
farmer loans In Puebla. Mexico and in Costa Rica (see Case Studies below). 

Frequently the people who are Interested In preasksg the cause of 

and those who wish to expand the role of private banks, tend 
cooperatives, 
to be diferent people with seemingly different Ideologies. In key Workshop
 

statements (though not In all presentations) the compl4mentarity of coopera
the banks need farmer organizations like
 

tives and banks was stressed: 
Wto low cost loan recipients, so 

cooperatives In order to group farmers 
that bank lending to small farmers way become practical; at the same 

a cooperative that can gain access to bank credit is gaeatly strengthened
time, 

Far from represetIng conflictIng ap-
In Its ability to serve Its members. 

both-parties need each other to function
proaches to rural development. the credit-

Both banks and farmer organizations will be needed I
welL 

cum-self-improvement efforts are to expand and reach significtt numbers
 

of farmers.
 

etween lendi.
A lesser Institutional theme concerned -relations 

technical assistance-normally Agriculture
institution* and those sgply:a 

agricultural experts for loan super
N~nstis houg oebnshr including the dfculties of 
vision. Problems of extension work ver se. 

getting agents to serve the smaller 1Zrmer,* and of interagency coordination. 
agents might 

were given some atteatio (MiraI cle suggested that -xtension 


be generally better paid and also rewarded in relation to their area's oat

put record. The question of a "radatlon" process for farmers out of
 

subsidized programs as their capblites grow was brougt up In San Jose,
 

It seemed to many that "grads.ating".the
but decreasingly thereafter; sense than 
lending InstItutIon Itsel away from subsidies would Make more 


ejecting and penalizing Its best clients.
 

San Jose. The question of government relations with 
Discussions: with the 

co t vve, recived extensive discussion (in at least one group). 

anti-Interventioists coming out sronger here than in other Workshops.
 

Most took the linethat some state participation Is unavoidable but It should 

be held down; visitors from Asla and Africa. however, tended to de-end the 

On the proper form and functions for cooperatives,government's role. 
sentiment was mixed atd pragmatic: Integrated multiple functions were 

and whatever 
thought desirable but such attempts have led to many failures, 

r0
 



functions can be best performed by paricular groups should be emphasized. 
Some opined that the best way to build a cooperative was around a marketing 

nucleus like a storage warehouse, or a processing lant. Nobody spke 
time to get going well;against cooperatives, but it was agreed thit they 

one person scggested that they might be Im eligible for assistance by Short 

run Impact criteria thrn other activities. :ertalnly tany failures afe 
s cess

attributable to an over-rapid extension of orpanizations that had been 

ful on a srUl scale. 

on the L"abUity of mecializedto One dlicussion group focused 
The pro

mlli-farn4er banks to reach many farmers due to Umited fuods. 

1Lioraton-of new lnstitutons. .oftenin response to new sources of eXterol .. ue _moreis no answer; now we should be concernedfunds, 

of limited funds. Group credit programs to extend the reach of banks w*aIs
 

Problems of a 1anker mentality," eem in sr.#
a cnlution urged in two groups. 

mall -fiarmer orlenteO lnstltstlons, and of representation of borrowers tnCiL 
were raised in all groups:t-aese Itstltutions at a policy making level, 

Vcles (Colombia? said that cavsn representatives In his bank'lboard 
were unconrfortable and Inifferual. and that a high level politlcil decision 

was e Pseatial; others spoteto go aggressively Into small farmer lending 
of "educating bureaucrats, reducing bank paper vurk. Rtlatlons be,.eea 

one suggestinObanks and agricultural extension agencies were b;'ouht up. 

was that banks employ para-professional te&44Ians; anothez wzs for the
 

lending program- The usualagriculture ministry to undertake Its owi 
e by theirlack of coordination of lenders and technicians might be ov 

but It was doubted that z lenlng institutionintegration into one a,-ency, 
could cover costs of technical assistance In ;.ddtlon to lz4ring cost*. 

ere extended to two sessiontManila. institutional presentations 
and cooperatives, with considerabledealingtseparately with the private secto. 

Wch sessiona. Onincal experience presented by regional nationals In 
the private sector: Wal (Malaysta) described hni bank's experience using 

private local agents, mostly traders. when bank toans are issued via 
the agents chose borrowers anJ coupons for deflneo inputs at fixed prices; 

so they had to collect from farmeriwere responsible for repayment, 

they profited from cotrmissLons on sale of Inputs, but couldn't cheat on
 

to work out all right, aadprices or quantities. '-The rclationshlp seems 
bank costs are lowers++the number of agents Is growing., Vetromese
 
and Philippine experkuaces with rural banks (see abovo) were described
 
as generally successfitl: PhtllppLnc money lender rates are decreaskkg
 

frm nputs are being financed;with the competition of banks, and faew 
The IndoneslauVietnamese farmer responses to the new banks are good. 


state agricultural bank, in connection with a nation-wide 4rive to Increase,,
 
rice production, has aggressively, moved branches. mobe units and local 
agents to rural areas, with t, icesses Ingetting credit to small farmers 
and in raising output In most, years but also default problems. The sub

sequent discussion aired some very hostile and some moderate feellgs
 
ntertst rateaon moneylenders, with widely varying estimates of their 

80-90 percent a yetr seemed a reasonable averagesome from surveys; 

SOL.
 



figure. The Malaysian suggested that there was strong compettion 
among the money-lenders In his country, wile in Bangladesh they had a 
near-monopolist position that led to greatcr exploitation of farmers, On 
rural banks, skepticism was expressed as to whether they really reached 
the taai" farni*t o6 V\ Ped ntathivA: v$)&e 6jr county eie sie 
expressions of varying hl Ulity to parts of the private sctor, there 
was some consensus that jirivate institutions could play a useful role 
in small farmer -redit, iough not on what the role should be. 

Ou cooperatives: Ti presentations Included oue pointiag to the
 
value of the following three-level structure for the cooperative move
m;eat: ss- all village units; local branches made up of ZO-plus village 
units; and a national organization' with appropriate functions performed 
At e&ch level. Korean and Taiwanese spokesmen stressed the long
though different- histories of farmers' organizations in their countries 
(see above), the complex organization of decentraized decision making 
within a strong central frame of regulation and standard setting, and 
(in Taiwan) some of the crop innovations that have been successfully 
undertaken. From Bangladesh, the virtues of a single focal point (the 
coop) for the farmers to deal with government agencies, tht priority for 
productivity gains and financially self-sustaining local units, and the need 
f'r a conttnuous training effort were emphasized. The Philippines' past
 
experience with cooperative marketing associations was described as
 
rather poor, but with a better prospect ahead In conjunction with the
 
new organizations of ex-tenants under thz current land reform. In
 
the subsequent brief discussion period, the main topic was whether
 
organizations handling poor farmers' money sho4ld be combined with
 

,those dealing in inputs and marketing; the latter should be kept sepa te, 
in one view. until they can be effclcnttiy -nd responsibly managed, 
while others argued for combined functions. There was no consensus, 
except that national experiences differed: Most sharply in contrast 
here were the Bangladesh experience, reinforcing belief in the integra
tion of loan management with othor functions, and the ihilippine ex
perlenpe with fina- iiy 6ffectual marketing associations which led the 
government to propose remoin the borrowing function from these 
associations for their own goO. 

Dacca. Given that multipurpose two-tiered cooperatives =y be the
 
chosen Instrument lt rural development. it was apparent that they could
 
not be organized nationwide for some years. So the question of what to
 
do in the majority of unorganized areas arose. The intention Is to mo%L
 
conmercial banks into small farmer lending via incentives and portfolio
 
requirements administered by the central bank, It was not clear that
 
this shift could occur very fast, and the areas left to informal credit,
 
especially moneylenders, would thus be considerable for some time
despite the distaste of most officials for this prospect.
 

Ankara. Here too there were separate sessions on the private sector, 
with emasis on moneylenders and defailt problems, and on cooperatives; 
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rei dseemdiit pyybegenerally,mtteadesirable.imo to im~prove -tuput 
abltesun otaer than thodprivte 

On cooperatives: several speakers emphislzeathe diversity of coops,Of the groes usin them for teir own different puroses. In 1945-65 
ewly independent regimes used them frabently as a school and base forpoliticl oranization; but thismield diminishinc returns, ard they


become vehicles for a quasi-dole. New, ralistic and better defined

olos must be accepted toa-id repeatina fayures. Two recent
 
succe~s stories were cited:Agricultural Bank took over and abolished most.in Nepal. after a poor coop history, the othen begara heavily
Supervised loan, program o ith npt cotrols for the reinins viable
 
coops: delinquency went 
down to 5 p cent in the last few years. Inran, onldee land reorm coops fanied fo r ex-tenants have reachedAbout halothe nation;'s farmers; emphas ishion prompt, Informallending and trm collection (nearly 100 percent); inputs and marketinservices arestill inaceqate, hoaever. In discusion, pilot projet

for supervised ooperative credit in Afghanistan (prCoA aroused some
interestustress is on thorough training prior to ction, production goals
Are red and man ,puore tarners wish to !wrtl!pate than tan
 

aops ruen. tcy, w p ine rn.ont I cole te It seemed tht-once
assentols about auoritari ism d subsided- most articipants werecoo 


assuminga highly paternalistic r e for the state.
 

serces are sticussion ateT 6owe srsionds combined presentation onftor pvate sector and coops, inral problem as phrased thu: in
 
aestwfrict commercial manks will 
aever siach most small farmers, withai lend g coky s nnig 30 percent or more; state bnks fce the same 

as15 and can do If only when other operations support the activity. 
Grouping farmers 1iuthe best hope. But the only successful cooperatives
in the area are those based on export crops and monopoly state market-Ing boards; food producers, the majority, gerapo such service. So weneed new ways to organize them: in Malawi, est results are obtainedfrom very small groups, with heavy governmeI guidance (pre-coops) arAlimited functions; they have social cohesion naky repay welL Thisapproach was partly endorsed by a Kenyan, who suggested building precoops from rura! thrift societies. Other persons (chiefly Americans)
did not accept the negative verdict on commercial banks, and argued
for adapting them to small farmers, An Indonesian experience wascited: a state bank lent to villages through villag chiefs, who often
turned out to be moneylepidoe*s; small farmers repaid loans 95 percent to
the chiefs, while the chiefs repaid 65 percent and mned bank money with 

loll 
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their other funds. But the bank persisted, appointed the chiefs %ank 
over funds, and the experiment goes on.directors" but with less control 

Other points raised concerned th* importance of training (all agreed), 

and thtquestion of.hpwt. kee the richer farmers from taking over 
shown (aIalso in UBa-adesh)coops for their own ends. interest hSome as 

in Taiwan's 'associate members" of coops- richer farmers who 

participate but without a vote. 

but a new developmentAccra. Ghanaian coops have a mixed history, 

ionChe noth, Involving loans to coops of rice growers tied to Inputs and 
Coops are not considered new technology, is showing promising results. 

and interest was also shown in the a nationwide solution, however, 
on banking methods for small farmers and onpresentation's suggestions 

ways to stimulate farmer savings. 

ibadan. Discussion tended to be somewhat generalized. Some claimed 

that effective cooperative action has been demonstrated; another that the 

lazy rather than the good farmers join coops (in Midwest ctate). Cooperatives 

were though to be of some value in developing small farmer saving habits. 

but generally loose control and tendencies to default on repaying loans 

were acknowledged. 

service coops grew up in Tunisia followingAbi n. Specialized 
this worked W041 enough un the 1969/f/disii ution of ex- French lands; 

effort to put all farmers into an integrated system of coops, which met 
some financial concesuimsstrong resistance. Today the government gives 

but farmers have free cho,.-es in their affiliation awl farmers'to coops, 
groups can buy f.)m or sell to any source. This return to voluntarism 

corresponded to sentiments of sevvral persons who favored a limited 
for various reasons, partly because of Africangovernment role in coops, 

famers' alleged reactions to an organ-zation thought to be an arm of the
 

slow down work, J*sulting, sloppiness). A suggestion
government (e.g. com
was made that I.ndigenous African savirngs-cum-social groups.,quite 

mon in rural and urban areas, might be developed into loan-rmnagtU 
Comment: The anti-interventionistas well as credit untions.organizations 

seen against a rather more
views expressed at this Workshop should be 

where similar views
interventionist practice than in Centrud America, 

were heard. ]
 

was given to such1. Policies. Chief emphasis in the policy sessions 
savings, subsidy decisions and implica

economic policies as interest rates, 
small farmer loans (Claudlo

tions, and debt collection., The interest rate on 

Gonzalez of Costa Rica/Stanford, Dale Adams, Richard Roberts of FAO) is 
country papers show 4-10 percent as

relatively low In almost all LDCs: 
These programs, however,usual, with a concentration in 6-8 percent. 

anil low interest is an importantreach relatirely few small farmers, 
Small loans are invariably costly in admizistrative time 

reason for this. 
spent per amount loaned; small farmers as borrowers present a greater
 

cover these coqsts.

repayment risk, and typical interest rates don't even 
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.heexistes- n of some ow-Interest loans tends to drive out formal and 
informal lenders who might otherwise be willing to lend to small farmers 
if higher interest prevailed. The actual cost of obtaining funds to lend /' 
in specialized small-farmer programs may be rather tow when a pro
gram is supported by government or foreign aid, but it is not zero; if N 
opportunity costs of capital in poor countries were, con~ilere4., thecogpt
would appear much higher- 10 to 18 percent or more. If a program is 
viable only with concessiepal funds, it cAnnot expand beyovwd the limits 
they set, I costs are 15-30 percent and income under 10 percent. 
either the lend.g institution has otherunsome to use (or covering this 
gap, or it depends on a flow of government subsidies (which will always 
be limited in size), or it uses up its capital and dies unless temporarily 
rescued from outside. In all these cases it cannot expand and reach out 
to more small farmers. In practice. lending Institutions intended for 
small farmers turn more and more to the larger farmers whose loans 
are mo~e profitable; and the excess demrnd for loans ov.r their supply 
at low fixed interest rates produces strong pressures on bank loan 
officers to lend to politically influential persons, or to accept bribes. 
Thus low interest rates, conceived as a favor to the poor farmer. 
become a stifling and diversionary influence on the institutions that 
should serve him. This view uss the dominant theme. in some Work
shops, however, an effort was made (Judith Tendler) to explain the 
non-acceptance of this economic logic throughout almost all the develop
ing world. Subsidized interest seems to be a p&tnlcss and convenient 
political device for pursuing welfa:e ends (or at least establishing a 
welfare post.se); opposition to an existing low rate is a dangerous 
political position to takc up-.and there is little positive political incentive. 

A related consikr?::r~n is the effect of interest rates on 6gjns. 
Savings In rural areas, and especially the small farmers' saving potential, 
are now considered much greater than used to be thought, and their 
mobilization for rural development viould clearly be usefuL The contro
versy that ran inconclusively through the Workshops was whether higher 
interest rates could be a significant stimulus for sma~d farmers to being 
their savings into an institutioz-(Wale Adams. Marvin Miracle) or not 
(Charles Nisbet and others). Other methods of stimulating savings 
deposits were described: devices like a high-win lottery, aggressive 
salesmanship ad pretty girls, as used in Vietnamese rural banks; the 
fostering of rnbtual confidence in small credit unions; and the inclusion of 
compulsory savings requirmments iin agricultural loan program*t. Another 
controversial issue was whether private rural savings could become a 
significant source ot' rural development funds, as several speakers 
contended, or whether reliance should instead be placed,largely on public 
sources 'Nisbet . 

Some of the presentations on interest and savings were tied into an 
approach intended to shift overall capital market institutions, with 
emphasis on existing organizations of all sizes rather than on new or 
special-purpose ones, toward greater setrvice to small farmers. This 
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could be dooe by combining higher rates of interest, rural wavings 
inputs, and intermediary organiztions (to receive loans) with govern
ment-supplied incentives like preferential re-discounts, tax measures. 
and rural infrastructure. 

quttti b o..*. ledin -.. 
important theme, aLag with the form that subsidies should take where 
they are desirable (Millard Long. Charles Nlsbet. Chester Baker of 
Illinois U. , Thomas Ca rroll). Presentations on this subject were less 
uniform than on others. but some of the prominent points rade were: 
to,help poor farmers start to develop new activities, 6ome . X!sidy will 
have to go into the process at some point, in the beginning at least. I This 
would be true of type 4 farmers by their definition. J But once started, 
vested interests grow up in the area of the subsidy, and they extrt pressure 
for its continuation beyond its original justification. As noted abow, 
subsidies make a program dependent on a government's current willing
ness to contribute, hampering Los expandabUlty and independence. and 
ideally they should be tapered down or,eliminated as soon as possible. 
But too little subsidy could jeopardize program purposes. The difficult 
question, a subject of assertions in all directions, was whether subsidized 
price%are essential, important, merely useful, or indeed necessary at 
all to induce new productive behavior patterns. The only consensus to 
be found here was that their usefulness was greater at first as a stimulus 
to initial farmer experimentation, and less when new processed had 
become familiar. 

The-.......gent .A Y ra all farmer an
 

On types of subsidy: ., speakers condemned the literest rAte as a 
subsidy vehicle. Almost a41 endorsed the need for a technical assistance 
function, and back-up research, financed from outside the cost* of the 
lending functions (L e. a subsidy insofar as lending results depend on it): 
but it was less clear whether suporvison of loan uses ouglt to be done by 
personnel whose salaries were covered by loan income. Various training 
expenses and information services seemed suitable for subsidy; on mar
keting services (e. g. storage). and support prices for crops, there was 
less general approval by speakers; on subsidies for Inputs, Ike fertilizer 
or tractors, approvatiras still less, but.- as with low interest rates
the prac 4ce is very widespr.,+ and has Its defenders. Nisbet evolved a 
clear po+iltion her*: subsidies should go into services rather than goods, 
because subsidized goods tend to end up in the hands of large farmers 
while services are harder to divert; goods subsidies create much more 
serious market distortions, and are harder to remove or cut down later 
in a program. 

Discussions: San Jose. Group sentiments. summarized from results 
of a vote on certain policies (not reptted at other Workshops), are repre
sentative of the subjects taken up in discussion groups. The voting favored: 
special lending institutioni for small farmers; higher interest rates
here the vote was qi le strong; subsidies were relatively acceptable; 
'#graduati.4plicy aroused little support; provisions for savings, and 
technical supervision of loan uses. were endorsed. 
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Quito. In all discussion groups, subsidies to the small farmer met 
wthgeeral approval, partly to increase his adoption of new techniques
and partly to rfset the other elements in the econcrrdc system that 
worked against him. The inerest rate, however, was not widely con
side red a good subsidy vehicle, though low interest, bad its defenders. 
Several people In dtf(.ernt , i*cues*o , groups 'apined thiat Larners would 
be willing to pay higher interest if they got better, more suitAble service 
than is usual from banks. Concern with savings was voiced' in all group ,
and with supervision of credit uses- despite its higher costs. Credit 
unions were explored and endersed in one group. 

Manila. This Workshop had more critics of the anti-low interest pre
sentation: one said, "The speaker says farmers are insensitive to 
interest as borrowers, but highly responsive to it as savers: both can't
be true. 11 Others M0rely gave interest low priority as an issue, essentially
political in nature. One discussion group, however, opted for 12-20 per
cent loan rates, rather than the 5-9 percent commonly found. Greater
interest was shown in savings, a.nt; in means of getting them into loan 
programs- e. g. by required savings deposits of S percent of a loan's
value. Views were mixed on voluntary vs. compulsory savings. Insti
tutions which tend to collect rural savings and use them in city loans 
(with higher returns) were condemned. 

Dacca. The principles were accepted that loan charges should cover 
costs, and that close supervision over uses of credit is necessary to
make the best use of limited funds. Difficulties in attaining these ends 
were acknowledged. 

Ankara. On interest rates, there was a disposition In all groups to
think of several different rates coexisting, some of which- e. g. short 
term- should be higher than others. On the question of Islamic strictures
against charging interest, the answer seemed to be that while interest was
indeed forbidden it was impossible in fact to get t"he use of money without
paying it. That higher interest charges would be enough to bring much 
capital into small farmer lending was questioned, and hardly anyone ex
pected a commercial bank to be interested. Subsidies to encourage new 
crops or methods were endorsed- the importance of plahning and of cost/
benefit studies in this connection was mentioned by several. 

Wirobi. There was a lively debate on interest and saLings. TheSwazilAnd representative was strongest against raising Interest rates and
expecting savings- in his country; the first rtep, he felt. is to establish 
confidence and productivity mindedness in small farmers. Opinions from
Kenya were quite diverse on savings potential, reactions to high Interest,
etc.. it appeared that different areas and growers of different crops were
judged differently. Good savings potential was asserted for tVganda. 

A There seemed to be general, if not quite unanimous, agreement 
on the value of higher interest rates and of subsidies for services rather 
than goods. 
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Ibadant Sentiment on interest and the locus of tubmidLes was moremixed than in Accra. Several worried about the negative impact of

removing subsidies.
 

Abijajn. The general tone of the discussion wa* critIcAl of some 
aspects othe hig-snterest and subsidy-for-services (not goods) thernes.but on particular points rather than general philisophy; these points did"t seem to coalesce Into any alternative strategy, except with the spokes
man for the Ivory Coast's cautious, paternalistic views. Some of thenorth Africans seemed to want a mixture of interest rates for differentconditions, and to be more interested and optilistic (than the west

Africans) regarding 
small farmer savings. 

. Case Studies - The following supplies highlights of the presentationsand discussions of those regional case studies that were not included in the
*topic sessions- summarized above. 

Puebla. Mexico (by Heliodoro DiaZ of the Puebla Project): After developing and thoroughly testing a technical recommendatioa for increasingproductivity in corn, credit for purchasing the required inputs was extendedto farmer, of Puebla state by existing bank* and one fertilizer companyvia contracts with small loan-receiving farmer groups. The recommendations started with the scientific resources of CiI4MYT, behind them, followedby local testing. The banks were at first very resistant to proposals forlending to small, near-subsistence farmers; only after one engineersalesman of fertilizer agreed to undertakL a lending-demonstration project,inviting the banks to observe it, did banks begin to make loans the nextseason. These loans have been increasing, however, repayments byas

the small farmers proved somewhat better than the average* for the bak,,&
other loans. The project has been quite successful for corn. which has
an assured market, though not at a 
 very favorable (controlled) price. it
will be harder to maintain the sane high standards of technical and
financial efftciency if credit for crop dive rsification is attempted- as
 many farmers would like.
 

Costa Rican Banks (Claudio Gonzalez. Albert Brown):
Since the late 1930s, 
 state banks in Costa Rica have been actlvel lendingto farmers, and slich inatitutions account for 80 percent of total ruralcredit-with informal credit ettimated at only 15-20 percent. Smallfarmers got sonr. 10-15 percent of total agricultural bank credits InLthe1950s and 1960s. The project discussed was a 1970 AID loan to thebanking system intended to Sugment credit for small farmers (as part ofAID's agricultural sector program) with emphasis on opportunities forthe small man, and income equalihation, more th~n on output and technologySrse. 
 Results include rapid movement of loan funds to a relativelylarge proportion of Costa Rican farmers (52 *prcentwere new clients),and a respectable repayment record. In 1?70-72 compariions: the smallfarmers' share n agricultural credit rose from 20 to 26.4 percent, theirshare in total bank credit,from 1! to 13. 6 percent. 
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Critics of the p-roram stated that 50 percent of farmers still get ao 
credit, that not moch has been demonstrably achieved for production or 
incomes, and that better leadership (like that shown in Puebla, for 
exampleS0 better coordination of institutions, more imagLnation and innova
tion were needed to really nelp the armall farmer. The program was also 
ciwt as. contributlng-to theInf~tiou.LcurrentlyAi0tdS.pet cnta. a yeax*W In 
the discuision over the production*record, itappeared that technical 
assistance was not reachin" nany of the farmers who had access to credit, 
and there was some questiol whether the technicians had much to tell 
the ,armers that they did not already know. Evidently many farmers were 
responding to the combination of credit access plus high support prices on 
certain products, so that output of these was stimulated but without cost
reducing technological improvements (high cost products couldn't be 
exported, for #oxample). 

COLAC - Latin American federation of I national federations of) crait 
unions (presented by Ney Lopez of COLAC/Panani)): Credit unions are 
spreading in Central Anterica antd some SouthAmerica^ countries [ those 
where currencies are relatively stable) *ecauRe they'are a simple, low 
cost. indigenous organization that can help poor farmers to avoid being 
t4ken advantage of, and give them hopes for the future. COLAC empha
sizes savings: credit unions require 10 percent- sometimes 5 percent
of loans to members to be put into deposits; at the national level, federa
tions are required to undertake, 10 per;ent capitalization each year as a 
condition of belonging te COAAC. and can thus repay the outside funds they 
have borrowed as well as expand. ir some cases COLAC unions have 
attracted local bank loans. Credi4t union costs are low because of much 
volunteer work. simple procedures, and very low delinquency rates; they 
can operate with local staff havinA, little formal education. While some 
institutions give some of their resources to small farmerr, credit unions 
serve them I0 percent. They are indigenous selctal groups where people 
trust one another, and they are flexible and can Lxtend their services in 
various directions in accordance with memberi, wishes as their capabilities 
grow. Currently COLAC is trying to expand capabilities to supply its unions 
with technical and marketing services to help members' output and income. 
|Comment: it was implicit that this last was n.t a strong poin, of COLAC 
in the past, A COLAC strength lies in its independence of government 
funds, which may not be compatible with the addition of costs for extensive 
technical services, or even expert loan supervision, to the existing credit 
union costs. J 

FECOAC, Ecuador - Ecuadorlan Federation of Savings and Credit 
Coperatives (presentedby Manuel Benitez. Manager): Since 1965 the 
FECOAC has been building tht capabilities of more anO more cooperatives
now there are 51 -ural ones covering 16, 500 farm families (out oi ZSO, 000 
small farm families nation-wide). Credits, obtained from the development
and cpopeatives banks, are lent under supervision designed to increase 
mnernberl l output. Three stages: (1) members learn to handle small 
loans, to trust one another; (Z) larger seasoal loans, capItal 
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accumulation, %nd more intensive technical supervision are attempted; 
(3) investments are undertaken based on Individual farm plans approved 
by experts, aho must be full-time on this job. Progress has been fairly 
stead7, but clearly there are limits to the available funds (coops pay the 
banks 	8 percent, charge members 12-18 percent) and the trained people 

fort,~hnoc4tane; and there is a kn~own weakness on the marketing 
side that holds these farmers' groups back in many areas. f4evertlelesb, 
coop members' production has increased faster than the national averages 
in crop after crop; and/there is a distinct decrease in members' hostility 
and fear of the outside world. Comment: in discussion, both COLAC and 
FECOAC problems tended to be subordinated to those of the Caja Agrara
below.) 

Cala Agraria. Colombia - CA, or agricultural bank (presented by Jaime 
Velez of CA): CA Is a state bank operating in agriculturepin competition 
with private banks,with no subsidyr Until 1971 loans required collateral 
guarantees, which cut out small farmers; then there was a conscious 
shift in policy to make some loans on signature only, and the small farmer 
program began which now accounts for 90 percent of CA borrowers arti 
50 percent of CA loans. Although there is - variety of pemitted uses of 
production loans, there are required pre-loan inspections ot all borrowers 
and farms, loan approval based on specified inputs, and post-loan sample 
surveys on credit uses. Overdue payments are currently IS percent. The 
small farmer lending has to be subsidized by CA profits trom. its larger 
loans. The decision to do this is * basic political decision, which needs 
systeniatic propaSandizing to maintain public and political support: all the 
conferences and resolutions and good Ideas will be only nice words unless 
there is a determined effort to help small farmers in this way. despite all 
th. attacks from both the political left and right. 

Critics of the CA spoke of its Indifference to cooperatives (reply: "We'll 
do business with any farmers' organization we find; that's the best way 
in Colombia where coops are weak. "). and of Its authoritarian approach; 
only an organization in the hands of small farmers can ensure their 
interests, it vas asserted (reply: "in Colombia, high level pressure has 
done more to shift policy in the right direction. ". Whether there was 
enough technical assistance in the CA, operation was argued, with cost as 
the limiting factor. 

In Malla and Ankara, case studies were included in the "topic" sessions 
summarized above. J 

Kenya. Several Programs - (1) Agricultural Finance Corporation (by 
)F. G. Maina of AFC): rhe AFC loans go mainly for equipment, also for 
livestock and fencing, rather thOan soasonal inputs; funds are obtained 
from the gavernment; lending rates are 8 percent (funds from other 
sources could not be used at this rate). Farrmers must have at least 15 
acres and make their living from agriculture- it Is not a special program 
for 	small farmers, who get perhaps 10 percent of the loans. Uncertain 

tl
 



land tennre, inhibiting the use of land for loan collate ral, Is a major
problem; another ishigh collection costs. 

(Z) Agricultural cooperatives (by T. iM.Sagwe of the Cooperatives
Department): Seasonal loans up to 18 mkuths (depending on crop cycles) 
are extended to registered cooperative societies;. 91 societies with 
150,000 members are now grouped in 10 Ittmons" for loan-receiving,
andheprograri a growing. --Twp yuars aftr theirfirst loan, societUes 
are required to start savings programs; deposits are now increasing at
 
a successful rate. Extension workers from the Agriculture Ministry
 
recommend the individual borrowers, and supervise loan uses, but
 
this is not done well or thoroughly and it the weakest element. Farmers'
 
crops must be sold through their societies, so repayment 1%virtually

100 percent with delays less than one percent. [Comment: It appeared

that these coops are made up largely of farmers growing tea, coffee and
 
pyrethrum which are wholly purchased by state marketing boards- in
 
principle; in practice some of thq products are sold outside. Coopera
tion of these boards significantly helps the coop program, and also
though the extent Is less clear- the AFC, program.1J 

(3) Settlement of ex-British holdings (by W. Aldero, Settlement De
partment): Two types of credit are extended to new wnmers of former 
European lands: land purchase loans, with 30-year maximum repayment;
and development loans, repaid in 10 years. Tractors and implements for 
Land clearance are one problem (funds for tractor loans are currently
used up); water access loans encounter som problems, but are continuing.
Some settlers have paid up their land purchase loans ahead of time and 
can use land as collateral for bank loans, but boundary disputes and litga
tion will continue to make difficulties until all lands are registered.
Many settlers are doing quite well. others less so; -ut defaults are 
quite persistent, and troublesome to deal with. A major obstacle Is the 
extension service: most farmers are Illiterate, have difficulty under
standing fertUizers. etc,. so they don't get recommended for loans; 
extension agents tend to serve a few farmers who act responsively, and 
Ignore the rest; there is a history of farmer hostility to agents from 
British days. The Settlement Department has hired a few ageats to help
the weaker farmers, but these are poor techrncally, and tend to make up 
production targets in their offices. More trained, active people are 
badly needed. 

(4) Vlhiga Project (by J.K. Gatheru, Agriculture Ministry): A small 
high-density area of poor farmers having on average two acres, who had 
difficulty fulfilling AFC or coop requirements, was chosen for an experi
mo- I credit project. Corn iathe staple food crop; prices have been 
qwtic hilh except for the two mouths at harvest time. The farmers are 
1111rorate. and take longer to adopt neW practices than larger farmers; 
tt* projet hal a -elatively high agenfarmer ratio, but the extensico 
agents at.cot sct&l-farmer oriented In adapting tbeir technical recom
mendations or manner of advising, In its fIrst year the project eztended 
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limited. selective loans, and results were quite good; in Its secoad year the borrowers were tripled, ad intl repayment went down to
55 percent- even if some of the default Is eventually recovered, this
can't continue. Oatheru thInks more superrision of credit uses is theanswer; the highqr costs will have to be written off as initial 'education." 

In discussion oftthese programs, the comm Africa, problem of.an. ...	 bsenceof iodiv duat land tenure rights, whether due to tribal land owner
ship or other reasons for lack of ownership registration. was explored;
it appeared that land Jt could not be used as loan collateral In many 
areas. Costs of small farmer lending were brought up: estimates of
20-30 percent of loan value were noted from experience. A representa
tive of the pyrethrurn board expressed interest Enza expansLo of farm
loans, eiti"r throuh his board or wih the board guaranteeing repayments,
the offer 41c,ooperation ws gratefully acknowledged by several offi ials.
Musuva (Agriculture)sumunarlzed: l~enya has sufficlevA Infrastructure of 
various credit office branches and numbers of extension workers; it
has some proven technologies. But the technologies don't reach small
farmers, due to poor qality & extenslon and defaults create financial 
problems In loan programs- Kenya can't affort to give grants. There
is evidence of rural saving, but their best mobilizer is the postal

savings bank which effectively collects rural funds for use in 
 urban areas.
Furthex discussion explored extension problems, to which there were no 
easy answerm: would more vehicles for extension agents help? "They
could drive-for mil-,, and still do nothing ---. " Had the model farmcr 
approach been trierS? 'I[e have hd model farmers and demonstration 
Splots all over the place." 

"Prts deSoudure, " Ivory Coast (by M. Drouet and *4. A. Daubray 
of tho att-o1 Bank for Agricultural Development- BNMA): A p~oSram
of the lNDA, begun in 1968, to provide "loans for meeting expenses" to
selected small farmers, was the subject of one session. Farmers must 
be dependet on agriculture; loans are limited to IS percent of anLindi
vidual's farm marketings, or 15, 000 CFA francs, and are repayable after
6-9 months with a 10 percent commission., Loan fumduiare allocated 
regionaly by BNDA. then by, regional and lo.al committees, to group.
of 6-30 farmers who assume jolint responsibility for repaying the batk.
Loan volume hai grown five-fold in four yearsv, and now roaches 660, 400
borrowers- a significant nimbor. Annual defaults were: 4 percent,
S. 5 	percent. and most recently 15 percent- this 	last partlya result of
drought, and n any case the arrears were reduced to 8 percent a monthafter the due date. The government insures BNDA upto 25 percent of its 
loan 	value for defaults encountered. Loans are extended in the'nuths 
before harvest, and are used laigely to cover expenses for school fens,
clothes, and pre-harvest food- there is no checking on the use of funds.
The aim Is to educate poor farmers in the use of their money, to keep

"them out of the hands of moneylenders between harvests. AA adjunct
savings program Is now under study; BNDA1kes the Idea but is moving
cmutiously. Previous reluctance of farmer, to repay government loans 
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has been largely ove rcompe, and administrative aspects are well controlled;tle program Is considered successful, and further expansion i planned. 

Som.e discus"at*j clearly Wced the -stmpllij ane- -tbsence of pate rual-I tic bureaucratic controls In tis scheme, treats farmers as cap beof managing their ows affairs n avoids an "artciclal' distinction belconsumptlar arad production loans- difficult to enforce when atemjed.-Oteswere gzqze 4Iq~ou#,. and questiame4 whether eavings or iproductionb6.4s .were improved by such )as; there were no pertinent statst.or Indicators of change to prove the point either way- excep, perhaps, thatthe lenders were complaining. NDA has a number of,other pmramsomey
supplying prodIuction loans to co-peratives and other farm enterprises- 'whenasked how repayment on these produc*loa loans compared with that on Itsconsumtout 
repayment of ts production loans averaged 65 percent on the due datercompared to 85 percent oi the small coensumion loans. 

-. loans, BNDA Indicated that, following the 197Z173 drought, 
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