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THE AGPJCULTIimAL EXTENTSION SERVICES IM v;EST TIALAYSIA

Introduction

West Malaysia covering an area of about 51j200 sg. miles
(Malaysia, 128,508 sg, miles) is essentially an agricultural country.
Of the 32 million acres total land surface, only about 16 (6 million
acres) is agricultural land devoted mainly to rubber, padi, coconut,
and oil palra. Another 606 of the total is occupied by urban said mining
land. The reserve of potential agricultural land totals about 10
million acres.

About 70" of \W/est Malaysia™s population of 8,035,530 people
are rural, most of whom are engaged in agriculture for their livelihood,
Production in agricLilture constitutes about 3% of the gross domestic

product.

Historical Retrospect

Agriculture in West Malaysia is based on plantation
agricultu.re smd the smallholders sector. Services for the develop-
ment of agricultiire by the Department of Agriculture have been
initiated as early as 1905, when the Department was inaugurated.
In 1929, the Department comprised the following branches

Research

Field (Extension)

Education

Publication and Agricultural Economics

A number of changes in the organisational setup have taken
place since then, the major change being establishment of the Agronomy
Branch in 1952, the main function of which was to conduct field
experiments formerly undertaken by either the Field or the Research

Branch,
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Further major organisation changes took place in 1962
when the Depar-tment of Agricultiire became integrated within the
Ministry of Agriculture and Co-operatives, \/ith this integration,
a clear division of responsibilities between the Division of Veter-
nary Services and Agriculture on the question of animal and crop
production was delineated. All research and extension wok on all
classes of animal became the responsibility of the Division of
Veterinary Service. In the same year alsc tte College of Agriculture
which forms the major component of the i”ducation Branch was transferred
to the Council of the College of Agriculture, an authority of the
University of Malaya. The responsibility of maintaining the 17-months
certificate course for extension workers at the Schools of Agriculture
remains with the Education Branch. An achievement whichfea been
accomplished in the development of the Department of Agriculture
is the complete Malaysiansation of the staff after 196™. There
has also been a significant increase in the staffing of the Department,
with only 13 Division 1 officers iIn 1957, today this figure has increased
to 123. The total staff number increased from 397 in 1957 to 1,386
in 1966,

Present Organisation

The Ministry of Agriculture and Co-oper§tives was integrated
in 1962, It now comprises the Division of Agriculture, Co-operative
Development, fisheries, Drainage and Irrigation, Veterinary Service,
Food Technology and the Federal Agricultural Marketing Authority.

The policies adopted by the Ministry are;-

@) to provide for self-sufficiency in essential

foods by increasing the quantity and quality;

@) to fully develop and exploit all agricultural

resources af", to intensify the diversification
of agriculture as a means of broadening the base

of our economy;



(@ to raise the EtEndard of living of the farmers
by raalcirng available marketing and credit facilities;
™ to promote agricultural research to foster agricultural
education and to utilise to the maziraum all human
resources for a sound agricultural development.

The Department of Agriculture, which is headed by the
Director, is entrusted with responsibilities for agricultviral research,
field iInvestigations, education, development and extension activities.
It conprises the following branches;-

Research

Agronomy

Development

Extension

Education

Coconut Replanting

The organisation chart of the Department is as shovm below:-
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the establishment of the schools of Agriculturej Farm Mechanisation
Training Centres as well as the various subsidy scheme, such as

fruit rehabilitation, padi fertiliser and other subsidy schemes for

crop improvement and diversification.

THE AGRICULTUR.AL EXTENSION SSRVICES
The EXTENSION BRANGFI of the Department of A*™riculture
consists of the Assistant Director™s (Extension) office at the
Federal level and the Department of Agriculture in the 11 States iIn
West Malaysia. The Extension Service is concerned with the provision
of informal education for the development of adult farmersj home
makers and youths in the rural areas. The basic philosophy In extension
education or in extensionxork is "to help rural people helpthemselves'.
To thisend, the ultimate aim of the Extension Service is tobring
about des-ITable dav”es In the attitudes, knowledge, understanding
and skills of the rural people to enable them to improve their socio-
economic and cultural -well-being. The specific objectives of the
Extension Branah are:-
(@O to increase the knowledge and improve the skills
and manao;erial carijoetecy of farmers so as to
enable them to farm more efficiently and increase
their income;
(2) to place opportunities before rural people whereby
they may develop all their, native talents through
work, social life, leadership and recreation for
betterment of rural homes and families and the
rural community;
@) to increase the aptitude and competency of rural
adults and youths and to encourage them to assume
leadership aid community responsibilities;
(@) to build a rural community proud of its occupation,
independent in its thinking, constructive in its

outlook, capable and efficient iIn Its action,



SSSEAPVCH conducted by the Research Branch includes the
follovfing activities;- breeding and selection of high yielding
varieties of padi, oil palm, coconut, maize, fruits and vegetables;
soil fertility and nutrient requirements of various crops; soil
testing and investigation; pesticidal residues; fertiliser gtd
chemical amalLysis; plant diseases and pest control and quarantine
measures.

AGEONCFIIC trials and investigations on various crops are
carried out By the Agronoay Branch* Adaptative trails are conducted
at the various agricultural stations located in the eleven States
and these are geared to?;ards ascertaining the adaptability of various

crops to local climate and soil conditions®

The EJIXTCATION Branch is responsible for the development
and operation of the schools of Agriculture, “t provides training
for Junior Agricultural Assistants or the Mukim level extension
v;orkers. The schools of Agriculture at Serdang sud Bumbong Lima have
an intake of about 100 students per school annual-ly from the various

States for the 3-5"ex certificate course.

COCONUT PuSPLANTING is the responsibility of the Coconut
Replanting and Rehabilitation Branch which was set up in 19"\3e
undertakes to rehabilitate and replant unproductive coconut .holdings
with high yielding planting materials and it also advocates the

more up-to-date methods of farm management.

The DEVELOPMENT Branch, which was recently established,
IS entrusted with the responsibility of co-ordinating, planning
and evaluating the various a.gricultural prograniiries under the 3-year
Development Plan. The areas covered by this Plan include research

and agronomic studies and establishment of new research stations;



self-reliant in its approach with a Io®e
of the home, the commimity and the nation
in its heart.
The current Extension Services are divided into the following
categories
A» Extension Educational Services

(@) Planning, implementing and evaluating the extension
educational programme for adult farmers, home makers and
youths in the rural areas.

() Disseminating the latest research findings to farmers
and assisting them in the adoption of modern tech-
nologies.

(©) Creating an awareness among farm people of their basic
needs, available alternatives and resources in solving
their problems.

@) Securing a participation and involvement of local
leaders in planning and implementing a programme of
change for farm families.

() Providing opportunities and,,learning experiences for
adult farmers and rural youths in developing their
leadership capabilities so as to fully contribute
towards agricultural development.

® Organising the clientele into adult groups of farmers
and home makers and rural youths as effective extension
media for channelling implementing and accelerating the
extension programmes and other Government services,

B. Agricultural Services
(€@)) Providing facilities to farmers for enhancing the

implementation of the agricultural development

7/ ..
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programme, such as fertiliser, ms.chirery,
farm equipments, planting materials, insecticides
and seedso

@) Implementing the various subsidy schemes, such
as fruit rehabilitation, fertiliser subsidy,
double cropping, etc. as specified In the
agricultural section of the "™yeajr Development
Plan.

Ge Rural Development Activities

() Assisting in the planning of integrated district
rural development programme,

(@) Participating in the conduct of civic courses
(or tata raayat) of rural people and local leaders.

@) Participating in the organisation and execution
of community development (gerakan maju) compe-
tions, campaigns and shows.
Assisting kargpong (village) committees iIn the
planning and implementation of the eigricultural
projects and other related activities.

(G) Stinulating and organising rural people in self-
help (gotong royong) projects related to
agricultural development,

~e Regulatory Services

(@) Assisting Government agencies in functions
concerned v.dth agricialtural. rea.tters such as;-

() soil survey;

() land inspection concerned with application
of gun licenses and change of expressed
conditions;

(© processing of application for rice mills,

loans provided by other a,gencies.
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(@ Assisting in the selectién."and recruitment
of candidates for land schemes,
@) Enforcing the a™icultural pests and diseases ®
ordinance and other regulations.
() Representing the Department in various Government
m regulatory bodies, such as Drainage Board, Padi

Planters Board, Sa?/ah Committees, etc.
Organisation of the Federal Extension Office

The Federal Extension Office iIs headed by the Assistant
Director (Extension). Basically, it has"the main function of
strengthening the extension programmes in-all the States by providing
in-service training, extension materials and information, organi-
sing farmers as well as to co-ordinate the activities of the various
State Agricultural Officers with respect to the overall agricul-
tural development in the country. The major functions of the
Federal Office may be classified into k major areass-

(1) Extension programmes;

(@) Farmers®™ Association;

@) Information and publication; and

& In-service training of extension workers.

I, Extension Prograinmes

In extension programes, the Extension Officers are
,concerned with the formulation of programmes for adult farmers,
home makers and rural youths. Currently, the emphasis of the
Oxi.;emsion programmes is on the adult programmes. Beginning®™ 1967,
the aim is to integrate home economics and rural youth development
into the oweral.l esi gj.ieln progranme. The extension programme for
adult farmers is al.reed.y integrated with Farmers®™ Association. The
aim is to provide an integrated extension programme directed towards

the development of farm families.

9 ..



* (@ Hoe.Eoooffij-cs Programme

T+ is felt that since bome economics and rural youth

programmes have a direct bearing on agricultural development, this

should best be iIntegrated into the functions of the extension service.

To this end, the present home economics programme is being expanded

to TOver home gardening, food nutrition, home management and home

improvement. The philosophy of extension in the home economics is,

“'creating better homes for better living”. Objectives of the home

economics programme are as follows

€y

@

é

O

€))

to develop an awareness and understanding of

the relation of the farm holdings to the whole

of agriculture and the place of agriculture in

the total ecnnQmy.

to assist farm housewives iIn the intelligent
selection of consumer goods and services so as

to better manage their homes.

to improve the nutritional and health status of
rural people, through planned home food production,
preservation and consumption based upon dietary needs,
to encourage an interest in reaching higher levei
of education for children andadults as equipimnt
for achieving a more enriched life.

to develop a recreative ability of rural home
through improvement of homes and compounds and
recreation and other individual, family and group
activities that will add to the satisfaction of

rural life in the homes and community.

(G Youth Programme

Likewise, In the area of youth programme the aim is to

extend the extension activities to cover leadership development,

training iIn agricultural community efforts-, home, economics and

10A,.



recreation.

follows
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The specific objectives of the youth, programme are as

€)

@

(€

®

©

®

®

t moblise the latent resovtrces and efforts of
rviral youth for the betterment of agriculture
and the farming community.

to develop competent, dynamic and continuous
rural and agricultural leadership,

to develop in youth, the competency and skills
in agriculture and agriculturally related
activities and to create more interest in the
intelligent choice of farming and related
vocations.

to strengthen the rural education by providing
practical "learn-by-doing'” extension programme
and to prepare and equip the rural youth iIn their
role as future farmers and home makers of this
country and for their future participation in the
various land development schemes.

to help rural youth appreciate the values of
research and leam scientific methods of making
decisions and solving problems.

to assist rural youth iIn recognising the iImportance
of scientific agriculture and home economics and
their relations to our total enonoray.

to encourage members iIn the development of
individual and group farming programmes and to
utilise their "influence” iIn bringing about
change iIn the attitudes of rural communities.

to orient andfamiliarise the rural youths in
the concepts and operations of farmers®™ associ-
ations which may eventually be an important

institutional frsnevi/ak in the rural society.

11/..



©) to develop character, train for usefiil citizenship
and instil in youths and love of rural life.
(0) to encourage the development of organised arid co-

operative effort in the betterment of rural life«

2.  FoyjisEse Associatign

Farmers®™ Association in West Malaysia was initiated in
1958 as a single-purpose organisation. It primarily serves as a
medium for extension work and for channelling government aids and
services. However, this form of organisation was found to be
inadequate for promoting the social and economic well-being of farmers.

A new concept of multi-purpose farmers®™ association
embracing the "package’ approach whereby several fmctions and
services are fully integrated, has now been adopted. lhese services
include supplies, credit, marketing and extension. To this effect,
the Farmers®™ Association Act was passed by Parliament in March, 1767
whereby the operation of the multi-purpose farmers " association
became completely legalized.

Under the rew/ setup each area Farmers®™ Association which
ismade up of a number of small agricultural units has a general
manager, a board of directors and officers covering the following
functionss- administration, credit, extension, economics and accounting.

The role of the extension services in the farmers”
association development is to provide the initial leadership and
technical guidance necessary for the effective operation of the area
Farmers® Association, For this purpose, the Department of Agriculture
has established the office of the Registrar of Farmers®™ Association
at the Federal level with officers concerned with the respective

sections.
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At the State level, the State Agricultural Officer
generally also assumes the role of the State Supervisor of Farmers®
Associations. Jbr the initial svtpervision and guidance of farmers®
associations, an Agricultural Assistant and five Junior Agricultural
Assistants are assigned to each area Farmers®™ Association to function
as General JNaeggr and heads of its 5 sections. The aim eventually
is for the area Farmers®™ Association to employ its ovn staff to carry
out the functions, now executed by the Agricultural “Assistants and
Junior Agricultural Assistants.

Under this new system of multi-purpose farmers® associ-
ation, It is now possible for the extension workers to plan an
integrated programme based on the needs and problems of local farmers.
On the basis of a socio-economic survey carried out in the area (mukim)
of the farmers®™ association, it may be possible to develop an
agricultiural production plan to include the credit requirments of
farmers, their farm supplies and equipments, arrangement for marketing,
facilities, transport and warehousing as well as to plan programme for
extension teaching activities.

Facilities provided by the farmers® association can also
be utilised for the implementation of projects under the youth and
home economics programmes.

By providing the necessary requisites for agricultnral
production coupled with the appropriate technical know-how In a
group situation, It is possible to accelerate the adoption of re?;

technologies by farm families.
3. Agricultural Information and Publication

The main function of the extension services is 1o

disseminate agricultural technology and to provide a ready

137..
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exciiange of information (and problems) between the farmers and the
research stations. It is, therefore, necessary for the Federal
Exfension office to continuously supply the extension workers with
extension materials in order to keep them ahedd with the farmers and
abreast with the latest technologies. This office maintains close co-
ordination with the Research and Agronomy branches in securing the
information and providing them with new problesis cdnfronted by the
farmers.

Technical guidance is provided through the publication of
handbooks, leaflets, circulars as well as the production of extension
teaching materials and visual aids.

In-Service Training

As a means of providing technical guidance and up-dating
the extension wrorkers, a number of in-service training centres are
held annually iIn the various States. To accelerate agricultural
development, It is important that our extension workers continue to
have opportimities to leamn, develop new skills and increase their
specialised competence as long as they are iIn active service.

The goal of iIn-service training, therefore, is to;-

@ fill in gaps in the previous preparation;

@) develop abilities to carry out the extension programmes;

@) stimulate continued growth of extension personnel.

The specific objectives of the iIn-service programme are:-

(@O t equip extension workers with new technologies

and research findings;
@) to increase their knowledge and develop re/y skills in

problem solving and in working with local leaders

and farmers j
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@) to provide an opportunity for exchanging ideas
and experience useful in the conduct of extension
work;

(4 to provide an understanding of the problems in
extension work in the various states and the
means of solving these problems;

G) 1o foster better attitudes towards extension

work and towards other personnel.

Workshops, short courses and seminars are also organised
from time to time as means of up-dating the technical competence
of the extension workers. Specific subject-matter areas covered
include teaching techniques, extension, farm management, home

economics and food technology.
Organisation and ~unctions of the State Extension Services

Agricultural extension work in the States is the
responsibility of the State Departments of Agriculture. It is
administered by the State Agricultural Officer who iIs adminis-
tratively responsible to the State Government but t"=;dnically
responsible to the Assistant INirector (Extension). He is assisted
in the supervision of extension work by the circle agricultural
officers (in the bigger states only). The district is the adminis-
trative unit of extension with the Agricultural Assistant as the
supervisor for extension work. Vifithin each district, there are
a number of Junior Agricultural mAssistants Mo are the front line
extension workers, haveing dir,ct contact with farmers.

Generally, the extension v;orker (J.A.A.) covers 4o
to four mukims and encompassing about 1,000 to ~,000 farm families.
They normally reside iIn the kampongs (villages)-. These extension
workers provide technical guidance to adult farmers and rural
youths, A nmmber of femal J.A_A.s also carry out extension

programmes in home economics.
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Activities of the State Extension Services

"Ite main activities of the State Extension Services may be

as follows

(@O Carryip.g out result and method demonstrations both in
agricultural stations as well as In the fields.

@) Providing short courses on various aspects of
agriculture both at the Rural Agricultural Training
Centres as ireli as in the "ampongs.

@) Organising and conducting meetings, and discussion
groups with farm leaders, either through farmers’
associations or other riu7al Institutions.

(&  Helping fsim leaders and farmers in planning and
implementing agricultiiral projects.

©®) Making individual visits and providing technical
guidance to individual farmers (follo¥;-up of extension
teaching)«

(®) Organising campaigns and competitions on specific
agricultural tecimiques, practices and projects.

(/) Conducting field days, tours, visits, agricultrual
shows and fairs.

@ Providing publicity through the Mobile Extension Unit,
agricultural leaflets, Berita Pertanian, radio and
other mass media,

©) Organising groups of farmers into farmers” associations
and helping them in the development of the associations.

(0) Developing leadership skills among local leaders by

providing them v;ith learning experience and exposing

them to group activities.

16/..
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Providing reoommended planning materials
produced at the agricultural stations.

Providing agricultural requisites and inputs
and helping to distribute these to farmers,
Assisting farmers iIn securing services, such

as tractor ploughing, supplies and marketing,
through the private sector and other- -.Covermment
agencies.

Implementing and supervising the various
subsidy schemes under the 5-"ear Development
Plan.

Participating in the planning and implementation
of Eural Development projects.

Attending meetings of various organisations
concerned with rural development and conducting
civic courses for kampong people,

Carrying out soil survey, land inspection for
land schemes, change of land titles, and
application of various loans.

Participating in the selection of candidates
for various land schemes and providing technical
assistance.: to the settlers.

Carrying out surveys and collecting agricultural
datas for various p.urposes*

Compiling statistics and writing various types

of agricultural reports-®.

Budgeting

Since the extension work is the responsibility of the State

Governments, expenditure for establishment aimt) maintenance of the

Extension .Services in the States iIs borne by the respective State

Governments.

177..
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However, funds for the development programmes, such as
the various subsidy schemes are partially provided by the Federal
Government and the State Governments. The Federal Establishment is
maintained by the Federal funds.

Personnel -

(@ Recruitment

Personnel of the extension services may be categorised into
3 divisions:- 1, 11, 11l

IMivision | officers are federally recruited and come under
the Federal Establishment. However, when they are posted totheStates,
their salaries are paid by the State Govermment. All Division Il and
111 officers are recruited by the respective States and are placed on
the State Establishment,

Recruitment of Hlivision I officers as well as technicians
in different division employed in the Federal Establishment is
undettaken by the Fedeyal Public Services Commission in conjunction W/rth
the Director of Agriculture, while recruitment of Division Il and 111
officers ia done by the State Public Services Commission.
(G Qualification and Training

All Division | officers are holders of degrees in
Agricultural Sciences (B.Sc. Agri, B.Agr.Sc. or B.Hort.Sc., etc.) A
number of officers also poeeess Ph.D. and M.Sc. degrees. Training "or
Division 1 officers is done either at the University of Malaya or other
universities in oversea countries. Division 11 officers are diplomates
of the College :of Agriculture, Malaya v;hich runs a 3-year diploma course

in General Agriculture.

Division 111 officers are employed by the Department of
Agriculture in the respective States and then sent for training at
the schools of Agriculture, wvifhich provides a 3-year certificate

course in Agriculture.

1&..
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Irl-gervice-training; which, is provided in the form of short
courses, Difoldp, meetings, conferentse and tours are arranged for
most e:rbension personnel. In addition, officers are also given
opportunities to undertake graduate studies in various fields of =

agriculture iIn oversea universities.

Extension Methods Used

In carrying out the extension progrsuiree aimed at bringing
about socio-economic changes among the rural conmunities, the extension
workers utilise a combination of extension methods which can be cate- -
gorised as follows:-

Individual Approach

Farm and home visits;
Office calls;

Personal letters;

Group Approach
Method demonstration;
Result demonstration;

Meeting and discussion with Farmers” Associations and
other rural orgaidsations;
Tours and field trips;

Farmers®™ field days and short courses;

Exhibits; agricultural shows and competitions.

Mass Approach

Mobile extension units Newsletters
Film Bulletins (Berita Pertanian)
Colour slides Handbills
Pictures Leaflets
Posters Circulars
Charts Press
Radio
Television

19/..



A Look into the Future

Extension work iIn the past was not directed to the
development of farm people per s£? rather it was essentially
geared towards specific aspects of agricultural production, ™Mis
piece-meal approach does not give a dynamic inps.ct on the develop-

ment of ruraH. com.unities.

The current emphasis on Extension is on an integrated
approach where a balanced programme for adult farmers, home-makers
and youth is geared with agricultural development. Thus Extension
should look into the development of the farm family as a wkole
and tEike into consideration the socio-economic needs of rural

communities.

Progressive Extension should aim at broadening the
knowledge and skills of rural people in agriculture and home-
economics as well as giving them a sense of involvement through
group-action iIn Farmers®™ Associations, This will ensure the
complete synchromization of the infrastructures and services
rendered by Farmers®™ Associasions and the technology provided
throujgh Extension, which will produce more fruitful results on
the ground. Extension workers Mirll have to orient farm families
to this new concept of integrated Extension-cum-Farmers” Associa-
tions for more dynamic agricultural development. It is also
expected that they will play a bigger role in the future in moulding

a e/ rural society that is self-reliant, and progressive in its

efforts to etaiace its social and economic well-being.

Extension N Ejich,
Department of Agriculture,
October, 196y«
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(ERIFAES" ASSOCIATION TRAINING MATERIAL)

CreditService *

ty

Liao Hsing (h.ia

Objectives

1. Encouraging members to save money and deposit their savings
in the farmers®™ associations.

2. Accommodating members with loans for production purposes and
daily needs.

3. Supporting the business activities of the other sections of
farmers™ association with operating funds»

Activities

1. Deposit service. Accepts deposits fronm (I) members, (2) non-
members, and @) government or private institutions.

2. Loan service. Lends necessary funds to members.

3. Consigned financial service. Becomes agencies for public
treasuries, fTinancial iInstitutions and other concerning
organizations.

Characteristics of F.A. credit service

1. The small farmers are a class of people who have little chance
to borrow funds (capital) from ordinary financial institutions
due to their relatively low credit-standing, and the sum of

loan needed s usually small. Through the farmers®™ association,

farmers accommodate each other with deposits and loans on

favourable terms to secure and improve their production and
life.

2, Since credit-standing of individual fammers is relatively low
due to their small subsistence farming, consequently theilr income

is low and their ability to repay loans is comparatively poor,
an attempt needs to be made to raise their rate of credit-
standing by pooling together their endeavours and enterprises
through an organization, The individual farmers®™ ability to
secure loans and their potential capacity to repay the loans
woulld be strengthened and their credit-standing would be

This paper is a revised version of the first paper
on "Credit Service”, an F.A. training material prepared
by Mr. Min-Hsioh Kwoh, 1966.

2/—-



better recognised as a group (Farmers” Association) than as
individuals. However, the ability of an F.A. to secure loans
from others (trustworthiness) usually depends on its financial
condition, management, personnel iIn charge of the management,
and the degree of credit-standing of the members. Especially
when a loan iIs to be obtained by the F.A. from a banking
institution for reloan to i1ts members the trustworthiness of
the F.A. is measured largely on the repayment capability
(credit-st™ding) of its members, because the trustworthiness
of the F,A. and that of its members are inseparably related to
each other. Every F,A, member, therefore, should do his.-best
to keep his promise for repayment of a loan he has borrowed
so as to maintain a high degree of credit-standing of the F.A,
3. By and large, in most F.A.s a tendency can be observed among
the member-farmers that those who want to borrow from the F.A.s
are more than those who can deposit theilr savings iIn their
associations. Most F.A.s, therefore, need to obtain source of
funds from outsiders such as govermment, banking institutions
or non-farmers, especially in the early stage of their develop-
ment, t develop credit service.

When the productivity and income of member-farmers increase
through the help of their association, their savings in the
F.A. can become an important source of credit fund. Farmers
should be encolaraged to deposit their money in the E.A, rather
than In other institutions so that an outflow of rural capital
is prevented and rural financing can be improved,

4. Costs ofcredit business In F.A.s, are usually higher than
those of other banking institutions because of a small sum of
loans ora small sum of deposits by a large number of farmers
live scattered in the F.A. area.

5. There ismore risk in farm credit than in most other lines of
business credit because of their low level of farming
techniques, small size of farming and the uncertain and
unpredictable nature of the agricultural industry which
depends fully on the vagaries of Nature such as flood disaster,
drought or seasonal effect on farming.

6. Generally, farmers need longer term and lower rate of iInterest
than merchant or manufacturer.



Principles for Implementation

lo Deposit and loan services only serve members.

2. Deposit service may serve non-members upon special approval
of the Registrar of Farmers®™ Association.

3. Inter-section loan should be limited, and iInterest should be
paid at the rate of borrowed loans from banking agencies.

4. Entrusted services shall be confirmed by written contracts
between parties concerned.

5. For profitable and economic services, funds borrowed from
banking agencies should be encouraged instead of only
depending on the financial source of members®™ deposits.

6. Unnecessary cash shall be redeposited in banking agencies
to meet anticipated Remands from depositors and to gain
interest income to protect farmers®™ association from loss
of interest payment to depositors.

Conditions for Good Credit Service

1. The soundness and trustworthiness of the farmers®™ association.

2. A reasonable interest rate. In principle, for deposit from
members or non-members interest rate should be as high as
possible, and .for loans to members as low as possible within
the permit of relevant regulations.
Sufficient amount of cash in hand for daily transactions.

4. Individual members® interests (e.g- amount of deposit and loan)
strictly kept confidential.

5. Close co-ordination and integration of activities of various
sections in the F.A. and with higher level F.A.s.

6. Continous members” education on F.A. to win members under-
standing and support.

7. Fair treatment to all members.

Co-ordination with Other Services

1. Credit section extends production loans to members.

2. Extension workers provide technical assistance and advice
to the borrowers and supervise the use of the loan.

3. Economic section supplies the inputs the borrowers need
to buy, If loans are made in kind, economic section
prepares and supplies the goods for credit section.
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Economic section also handles the transportation for delivery
of inputs and for sale of farm products produced by the borrowers,

After selling the farm products, the amount of principal and
interest of loans will be deducted from the proceeds and the
remaining amount will be deposited in the credit section
under each individual members®™ account.

Vitien members purchase goods from the economic section, the
payment can be offset with the deposits iIn their accounts.

Ma.i"ar Accounts Used for Credit Service

1.

Deposits. Including current (check), saving (passbook), call,
time deposits, and inter-section transfer.

Loans, Including unsecured, secured and inter-section loans.
Cash on deposit. Cash deposited iIn banks or post offices,

Cash on hand. Funds kept available to meet request of
depositors for withdrawals and of deposits received but not
yettredeposited in banks.

Borrowed loan. Loans borrowed by credit section from banking
agencies for business operations. This includes short-term
loans and long-term loans accounts.

Internal current account. Funds trejisferred from credit
section to the economic or the extension sections for their
use as operating capital or for facilities procurement.
Under the account of credit section, it is entitled "inter-
section loan™ (When a loan is made to economic section).
Under the account of economic or extension section, “*inter-
section transfer” (VYen economic section or extension
section deposits its money in the credit section). In
preparing the composite balance sheet the amounts of such
accomts ought to be offset with one another.

B. Deposits

Types of Deposits

1.
2.
3.

Current (check). Subject to check withdrawal.
Saving deposit. Subject to passbook withdrawal.
Call deposit. F.A. shall be notified before the withdravjal.



k. Time deposit. Deposits wiihdram on a fixed time.

I Principles of Operations

1. About 7O% of the deposits shall be issued out in the form
of loans,

2. Total amunj; of cash on deposits and cash on hand shall be
not less than 2" of the total amount of deposits in theF.A,

3. The funds used for inter-section loan shall not be over 20%
of the total amount of deposits in the F.A.

The call deposit and time deposit shall be encouraged to
stabilise the F.A.s™ financial status and capacity.

5. W the amount of time deposit is considered to be sufficient
to meet the need of F.A. for members, more saving deposit may-
be encouraged to reduce the cost of funds.

111, Depositing Procedures
1. Eligibility
Any members, non-members and government and private iInstitutions
are eligible to deposit theilr savings iIn the fammers®™ associations.

2. Application

An applicant must fill out an application form togetherwith
a signature card and submit them to the credit section for
processing.

3. Screening

The application for current (check) deposit shall be screened

by the credit man. He studies through applicant’s financial
situation and farming operation to determining the require-
ments of a check deposit.

k. Receiving deposits
Credit man draws up a slip according to the voucher made by
depositor and conveys the slips together with the voucher to
the cashier through the staff concerned for checking and

recording, and then the cashier collects and keeps the cash
or check and deposited it according to the slip and voucher.



5. Certificate issue

Upon receiving the cash or check deposited, the cashier signs
on the slip. Based on this slip, the credit man shall fill

up a certificate such as current deposit passbook or receipt,
or time deposit slip, and conveys it to the staff concerned
for his signature and record, and issue the deposit certificate
to the depositor.

6. Application for Withdrawal

@jTer a depositor applies for his deposit™s withdravial, the
credit man shall check the amoimt he applies and his signature
ViIith the records and cards which are kept in the files of the
association, and draws up a slip together with the relative
documents and conveys them to the general manager through
staff concermed for the manager®s approval (by signing on

the slip).

7.  Payment

After the approval of the general manager, the slip and
relative documents are sent to the cashier who will check
and pay to the depositor either with caali or check.

8. Simplification of Procedures

Upon the approval of general manager, the cashier may make
payment in advance after the depositing amount and signature
have been checked by the credit man, and then sends the slips
and documents to the staff concerned later for the necessary
actions.

o. Records

Return all the slips and relative documents to the credit
section after necessary procedures, and then send to the
accounting section for entry at the end of each day.

C, Loans

Types of Loans
a. According to the security
1. Secured loan. Loans are secured by collateral security.

2, Unsecured loan. Loans are secured by two personal guarantors
instead of by collateral security.

/-



According to the term
Short term loan, Vifithin one year.

Medi.um, tomr: ljen.. 3 On® to fiv-e yMarsVem

Long term loan. Exceeding five years.

According to the —purpose

Agricultural production loan,
Farm implements loan.

Land purchase loan.

Land improvement loan.

Farm processing loan.

Farm marketing loan.
Consumption loan.
Inter-Section loan,

Principles of Operation

1.

2%

7<< 73

loan should be used mostly for agricultural production and
related purposes.

-It—""should.be-made <to-the right person who is really in need
of a loan.

The. borroner” . .nust be "a, merber- of-.F.A..unless otherwise
specified by contract under entrusted service.

At the early stage of development of agricultural production
eloan-—prograrv  loan should be made in kind (inputs) and repaid
in kind from the farm-_.products harvested.

Loan must be mede® in'adequate amount/quantity, at the
appropriate time under suitable term. However, the maximum
amount of loan for each mem"ber shall be determined according
" the limit"decided by the Members®™ Credit Standing Screening
Committee of the association.

The use of, loan must be closely assisted and guided by the
F.A, through the co-ordination of various sections.

~sp&3'en-t schedule of the loan shall be determined by
the time of harvest, the frequency of harvests, ad-,the
value of produce.

8/-



10.

11.

Big amount of loan which exceeds twelve months are in principle
to be repaid in instalments according to farming seasons and
borrower®s repayment capability,

The interest rate of the loan shall be determined taking into
consideration the prevailing market rate, the operating cost
and the estimated profit of the farm for which the loan will
be used, etc.

Lending method and procedures must be convenient to farmers.

Farm credit programme should be a part of entire agricultural
development scheme in the F.A. area. It should be carried out
in a manner such that it matches with the agricultural
development policy of the government.

Efforts must be made to attain high efficiency in the operation
of loan service so as to reduce the cost of operation to the

lowest minimum possible.

Lending Procedures

1.

Eligibility
Any member of farmers®™ associations V;ip needs money for

agricultural production, or related purpose, or daily needs
is eligible to apply for a loan.

Application

An applicant must fill out application form where the
purpose, amount, term, repayment source, repayment schedule,
guarantors or security of the loan are stated, and submit
it to the credit section for processing,,

Investigation

Upon receiving an application, the credit section shall
despatch its credit man to visit the applicant at his fam
to collect detailed data regarding his family status,
equity, (financial condition) farming status, farming plan
and the collateral security if i1t is a secured loan, and
put dowmn the findings In "Record of Farm Visit".

Screening

Results of the farm visit and the information gathered fran-’
other sources are carefully studied by the credit man
together with records submitted by the Members®™ Credit
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standing Screening Committee and recommendations are made

to his superiors on the amount, theterra and the repayment
schedule of theloan. The chief of the (Credit section studies
the reports and recommendations and submits them with his own
comments to the general manager for final decision;

Payment of Loan

When a borrower has signed a loan contract with the farmers®
association, and the credit man finds all necessary procedures
in order, he makes out a voucher to debit the borrower®s
account for the amount borrowed and credit his passbook deposit
account for the same amount (Wwhen a loan is made inccash).
Depending on the borrower®s need, the payment of a loan may

be divided into instalments which are to be paid according to
the progress of the borrower"s work involved.

When a loan is made in kind the credit section will
prepare a voucher requesting the economic section to supply
the items of loan-to the borrower.

Upon receiving the application of the borrower and the
approval of "the™-"gereral™ manager , the mfarmers™ "associatibn may
mey a" lcaal -ta itre.-borrovter in one 1-ugp sum after msigning of a
contract.”. The amun.t for secured”loan sall- be In-‘the limit™ ~©
dF70/4" "o fmprice-"0F: :-.tre.m.collateral security. m

After a loan has been given to the borrower d'follbw-up
service should be done by the credit man to supervise the
borrower on the use of the loan for the purpose .approved, ,

"Eepayment of Loan ~a m k- [ Il |

Tsn days"before a loan is due, the farmers®™ association sends
a reminder to the borrower asking him to pay the principal and
interest . " I T the borrovjer is unable to repay the loan due to
difficulties beyond*his control,’he sends a written application
for extension of term’and obtains approval from the farmers®
association”. Such extension shall be allowed only once, the
meximulm extensiotf-period is only for <six rantts™." “ -

When loan is repaid in kind the repayment is to be
received by the economic section.®” The economic section will
act as.-an agent-ewtrusted moy-the’credit section to handle,
market and reduce -ttemprincipal-and™ interest of the loat. m>

10/-,
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Punitive Interest

LOen a borrower fails to repay on time as originally agreed
upon or again fails when the loan iIs further extended the
loan is considered delinquent, and a punitive interest may be
charged additionally. The farmers® association makes every
effort to collect a delinquent loan from the borrower and his
guarantors through informal persuasion, arbitration or
through legal action,

In case of delinquency of a secured loan, the association may
notify the borrower to sell his collateral security on a
fixed date. After clearing the principal and iInterest of the
loan with the fund derived from the sale, the balance will be
returned to the borrower. If the fund derived from the sale
cannot cover the debts, the deficits will be collected from
the borrower,

D. Ratios for Analysis

Some ratios for analysing and measuring the operational

efficiency of the credit service are shown below

1,

Ratio of loans to deposits

Outstanding loans N
Outstanding deposits

The farmers®™ associations may extend loans to their members
up t a safe percentage of /0% of the deposits.

Ratio of Inter-section loans to deposits

Inter-Section loans n

Outstanding deposits

For the purpose of protecting the depositors®™ benefit, the
reasonable staindard of inter-section loans shall not exceed
20% of the deposits.

Ratio of cash to deposits

Cash on hand + cash in banks

Outstanding deposits N
To meet requests of depositors®™ withdraval the total amount
of cash on hand plus the total amoimt of cash deposited iIn
bank shall be not less than 20% of the total amount deposited
in the F.A.

11/-
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Ratio of overdue loans

Overdue loans

Putstanding loans 100

A higher ratio of overdue loan shows poor management. The
farmers®™ associations shall be advised to make careful
screening of the applications and to get back all the loan
on time,

Cost iIn handling deposits
a. Direct cost
Interest payment for deposits /

Accumullated deposits per year
b. Interest cost

Overhead expenses + other expenses for deposits x 100
f\\ccumulated deposits per year

The total of both the direct and indirect costs are the daily
cost of one dollar®s deposit handled» The S.A.s should do
their best to reduce the cost of handling deposits iIn order
to gain as much profit as possible for further expansion of
the credit service.
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Guide for Operation of
Supervised Farm Credit

by
Liao Pising Chia Abdullah bin Ujang

le  General Provisions/

1, Wihat is credit

Credit is the ability to secijre money, goods or service
of another person/institution in return for a promise to pay for
such money, goods or service within a specified period.

2, Interest

V7ien a fer:ix;r borrowers a locn, he is expected to pay the _
lender soractliing for the use of the loexi. This is called interest.
Instead of interest the term "service charge"” may be used.

3, I1%at is sg-oervised farm credit

A form of agricultural production loan extended to farrners
instituted under a supervised prograKaiic to ensure the proper and
effective utilisation of the loan.

4- Objectives of supervised fgrm credit programme

(1) To enable farmers to utilise the losn at reasonable rates and
terms for the purposes of purchasing a.gricultural inputs such
as fertilisers, insecticides, seeds, planting materials,
agTL-icultural equipment, etc. with the aim of increasing farm
production and raising the income of farnErs and thereby
improving their standard of living.

(2) To guide and assist farmers in improving their skills in the
effective ard efficient use of loans by combining agricultural
inputs so obtained from the loans with modern agricultural
technology and marketing services xvithin an institutional
device.

(3) To train and educate farm™rs in the concept and practice of
coranercialised farming and iiitiproved farming practice by
assisting them in the sound end proper institution of agricul-
tural loan t’TTough proper farm plajming and budgeting, effective
technical guidance and supervision, and better farm management

practices provided under a sound extension prograiTime,

*  This paper is a revised version of the First Paper on "A Scheme for
Supervised. Farm Credit" (Preliminary Draft) by tir. Koh Theam Hee and
¥ac. Liao Hsing Chia, 1967.

2/~



(4) To improve the operating procedures and practices of farm

credit p’ogramirie of farmers' association,

(5 To assist in the establishment of a proper and integrated

system of agricultural credit pro@?amiiie and to develop a
piarmanent and dependable source of lending fundin the

credit section of farmers'association”

5, Resons why farmers' association is the most suitable agency to

handle a supervised farm credit ijrogrsmine

(1) Any agriciiltural credit progra.inrme should not be operated too

(2)

(3)

far away from the reach Ol the farsBrs, It is argued that
the agricultural credit institution ccinnot be operated
effectively if it is too remote from the rural cornmunity or
farming communities. One of the advantages of handling
supervised farm credit through farmers' association lies in
the fact that the F.A.s are organized at "grass root" level,
that is, in principle, one in each tiikim. Having its office
and staff closer to fariiErs the F, A vjill know better the
fanners through frequent contacts ai:d provide more efficient
and effective service on the extension and collection of farm
loans. The F.A. staff know and understand the farmers not
merely as a creditor but more important as a farmer. For the
successful ijnplementation of a supervised credit progranBtie,
it is not enough just to have credit-worthy farmers but more
important to have productive and hard-working farmers to ensure
more productive use of loan.

It is further argued that smalHiolders' farm credit programne
cannot bring forth the most effective results especially in
the devoloping country, unless it is combined with farm
extension, farm supplies and marketing. Since each F.A.
embraces a multi-phased functions combining the vital services,
such as extension, credit, supplies and marketing which are
integrated and closely linked to give full inpact to farming
efficiency, the supervised farm credit programne could be best
and effectively impleirfinted through the F.A.

The F.A. is a farmers' self-owned, self-governed and self-
maiaaged organisation. As a socio-economic institution it
lends itself perfectly to the concept of Area Development
and JAIADHil. It provides the vehicle for group action of
small fanners fxom which they enjo3 the benefit of inproving
their ploduction as well as life activities-, thus government

burden on financial support to farmers caai be lightened.;



(4) Because Faririers' Association has integrated and raulti-purpose

functions, it lends itself to djmemic econoinic activities

resulting in rapid capital formation and eventually develops

the iiKSffibsrs ovm soiirce of credit fund, 'which can be re-loaned

to rrembers at 3owrates of intei-est. This will quickly reduce

the fci'-niers' dependence of credit on the. public .sector,

6, mCharacteristics of farm credit

There are sorae differences between tte farra credit and

other lines of business crcdit:-

(1)

(2)

(3)

(4)

Tlic-ro is more risk in fai-ni crcdit than in most other
3-ines of business credit because of the uncertain and
lurpredictable nature of the agricultural industry which
depends fully on the vagaries of Nature such as flood

disaster or drought.

Seasonal effect on farmng whjLch is still much far beyond
the control of the present day science, Vilien Nature says
"Padi is ripe today", the farrier rmst harvest and market
them before they spoil, regardless of the sale price,

Generally, farmers need longer term of credit than

ni3rchant or manufacturer,

The users of farm credit arc the class of people ivho
are generally considered poor risks. Besides their
farming business itself, which has to depend on Natiire,
their actual or potential capacity to repay their loans
is considered poor due to small size of farming, low

level of farming techniques, etc.

7* The isaiidlne; principles for the operation of supervised farm credit

m=pTOgranme

The guiding principles for the operation of supervised

farm credit raajr be summarized as bclovj;-

(1)

(2)

(3)
(4)

Jjoans must be made to the right person who is really in
need of-the loaji for agricultm-al production and related

purpose.mm

The borrower mtast be a member of F. A unless otherwise
specified by contract under entrusted services.

There mast be fair treatment to all members.

Loais must be made in adequate anount/quantity, at
the appropriate time emd under suitable term.



(®B) The use of loans lasst be closcly assisted and guided
bj* the F.A. The F.A, shoiild provide the borrower mwith
such extension services as iraprowed.-izarmng”techniques
and techniquos of farm™managGaont so as to ensure that;~

(1) the borrower has a sound fariiang plan to make"an
effective and good use of the loan for agricultural

production base on the adoption of progressive farm
practices;

(i1) the borrower has en ability to carry it out; and

(ii1) the use of loan will bring the returns expected
and at the same time, ensure the lenders of better
repayment for their loans,

(6) Besides farm extension, the supervised farm credit
prograrmme must also be combined X\ith such activities as
the supplying of inputs and marketing of farm produce in
order to bring forth high efficiency and productive results.
Ideally these activities should be handled under one orgejii-
sation i.e. farmers™ association so that they are integrated

and closely co-ordinated to help borrowers to make the best
use of loans.

(/) At the initial stage the loans must be made in kind in terms

of agricultural inputs and repaid also In kind fromthe farm
products harvested.

(@ Lending method and procedures must bo convenient to farmers,
(9 Loans must bo given directly to farmers,

(0) Borrowers should be alloved to extend the repayirent of loans
when failure to malie the repajrments is due to forces beyond
the control of the borroivers, “wherever possible they must
also be allowed to repay their loans iIn instalments in line
with"the harvest season. (Under such circumstances, the F.A.
should ensure that the borrowers genuinely suffer from crop

failure, which should be confirmed by investigation and be
recorded),

(1) Efforts must be made to attain liigh efficiency in the

operation of loan service so as to reduce the cost to
the lovjest minimum possible.

(12) Rural saving must bo promoted thjrough the operation of
tho supervised farm credit prayaiirffle in co-operation with
marketing service so as to build up a financial fundation
strong enough to expand loan activities and to support
agricultural extension as well as supply and marketing
activities.
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(13) Supervised farm credit KamijHG should be n part of entire m
agricultiirfll development <clioirc in each area. It doiild be
ccrried” out in such a manner to r—.tth such agricaltur.o].
development policy and can be iised as incentives for such
riiics as double-cropping of pcdi, agriciiltural diversifica-
tion, introduction of reyj ferming tcclThiques, etc. vjhich are
eimed at increasing farm productixdty and farmers®™ income

. ¢Xd geered to accelerate the entire programme of agrioiltural

devGlopment.

(14) During the experimental period particularly in the eorly
stages, when attempts are iir.ce by the farmers®™ associations
to serve a large number of for"&rs all the losses resulting
from a loan progrcanine should be guaranteed by the government
until th- F.A. has built up a strong iissroership, cash reserves
ageinst bad debt and has accuiiialatod sufficient experience.

(A bad debt fund can be established by the credit institution
such as Agricultiiral Bank edd gaarrjiteed by the government
duriiig the experinental period of the prograiane).

TVpes of loans
@) According to the security:
(1) Unsecured loan. Loans are assm-ed by personal- guarentors,

(i) Secured loan. Loans are secured by both mortgage and
guarantors.

(@) According to the term:
(1) Short-term locn. Usually \A;ithin one year.
(i1) Intermediate term loan. Usually one to fiveyears.
(1i1) Log-teriTi loan. Usually exceeding five -veers. , -
@) Accoi“ding to the purpose:
(1) Agrictiltural production loan,
(i) Land purchase loan.
(iii) Land improvement loan.
(iv) D2dl.j needs loexi (consumption loan).
(v) Farm marketing loan.

(vi) Inter-section loan.



9. Credit Instruiaents
(O A promissory note;

A Witten agreensnt which proirises to pay on a certain
date a specified sum of money, borrowed at a specified rate
of interest .ora note given as an evidence of debt, (loai
contract, loan receipt).

@ A mortgage;

A mortgage is a legel docuneEnt which the borrov,sS3r gives
with a promissory note as securitj® for debt, When a borrower
has his house matoc™..gad to tte- bank for a loaxi, he gives the
bank a lion on the house.

A rod estate mortgage involves immovable property such
as land and buildings. A chattel mortgage involves movable
property such as livestock, farm machinery and household

equipment,
10. Other credit terms
@) Security:

A guarantee to seciire the repayment of loans. A real *
estate mortgage or a chattel mortgage is a kind of security
for the loans (vs. personal seciority). If the borrower does
not repay the money he has brrowed, the lender may sell the
security to recover his loan,

(@) Collateral:

Another kind of me.teriol property - often refers to stocks
and bod.s - pledged to the lender as security for the loans
borrowed,

11. Publicity and education

The nature of Supervised Farm Credit loans is not exactly
the same as thrt of ordinary credit loans. To inform all farmer-
m.enbers of the objectives, contents and procedures of the Supervised
Farm Credit Progrcmae, publicity and education are necessary, especially
at the initial stage. The following measures are suggested in the
conduct of su.ch publicity and educational programmes for the farnkErs’”
association, ,

@) Posting of publicity bills or posters;

Bills or posters may be sent to each member through the

small agricultural unit or posted on Vvalls in the main centers
of each village. The wording of bills should draw the farmers”

interest and be clear, simple and easily understood,

7/-



(2) Holding of meetings:

"lo supplement, the publicitj”from bills and posters, the
association should make use of members’ plenary meetings at
each S.A.U., prayer meetings, aid other public gatherings.
In these meetings, the association can explain and answer
guestions about the Supervised. Farm Credit IVogramme. This
also gives the association an opportunity to get members*
reactions to the programnie. The time and length of. meetings
should be carefullj® selected so that I'iork will no-b x

12. liembers* credit standing coinirdttee

According to the Farmers' Association ilegalations 1967f
Operation of Supervised Farm Credit Frogramrj*3 a special conmittee,
the Members' Credit Standing Co'rmittee shall be set up in each
area farmers' associations. It is absolutely essential that all
area farmers' associations participating in the Supervised Farm
Credit Programme set tip this committee to carry out its responsi-
bility, among other things, the screening of members' credit-
standing in accordance with the Regulations. In addition to the
-chairman of the-board--of-djjre-ctcors, Vns gensT'sl jtianase™ and, chief
of the credit section, the committee should also consist of other
influential F, A members or non-members of different social positions
and backgrounds. VlIith variety in th& membership of the committee,
the association can draw on opinions from different sources to better
the operations of the Supervised Farm Credit Programme.

Il. Lending Procedures

1. Application

(1) An applicant imst fill in an application form (the first half
of Form |I) to indicate the purpose, items/types, quantity/amount,
gi-iarantors or security of the loan, and submit it to the credit
section for processing. The credit section may fill in the form
for applicant if asked by illiterate member.

(2) In order to avoid unnecessarj?- confusion, misunderstanding by
farmers and to save each other's time all farmer-members should
be informed of the following byway of meetings or publicity;-

(i) objectives of loan;
(ii) qualifications for applica-tion for loanj

(iii) conditions imder which loan will be approved or

disapproved;
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€))

Q)

®

(iv) procedures;
(v) maximum amount of loan;
(vi) Interest rate;
(vii) maximum term of loan;
(viii) other terms.

Tho applicant should obtain a guarantor’s consent before
he submits the application,

The second half of Form 1 will be filled in only after the
completion of farm visit.

For merabas™ convenience, loan application forms may be
deposited with the chief of each small agricLiltural unit,

Farm Visit

@

@

1I"—feenirg and purpose of the farm visit

The main purpose of tte Supervised Farm Credit Programme
IS to pro\dde farErs with suitable term production loans at
reasonable rates of interest, that iiiproe their farming
operations and side-line production, increase their income
and develop the rural economy. In i1ts relationship with the
borrowers, the association should place more emphasis on its
role as a "helper” rather than its role as a creditor. It is
not enough for the association to pay attention only to the
members* credit-standing; the association must also understand
the borrowers®™ home (family), financial and farming status to
help solve farm problems and give the necessary technical assis-
tance,

Tho farm visit is a fijndarental step in meeting these needs.
Tho farm visit mast yield a wide range of information relating
to the applicant™s credit-standing, repayment capability and
farming operation. Additionally, tb.c farm visitor is expected
to study the applicant®s farming plan, use of loan, repayment
plan and sources of repayment. The credit man in charge irust
make the farm visit. If necessary, extension workers may give
assistance on evaluating the fariaing operation.

Collecting information:

To complete the xiecord of Frd Visit (Form 2), the credit
man nMst collect the fo3JLowing information either directly or
indirectly from the farm visit.



() Family status

— The farm...visitor mst determine XJo"in™"the foaiily-
is th.e,actual "‘decisionTmalcer’” on farming operations. The
ne~hpusehpM system iIs ~gpted- in;"ar;,, fariiars”

VE. assoGiation. ;.. .dn -this\. case, a-household refers _to a house-

J

Rldor™ N, oup that ris.v' 'financially living;.;together. '~ rather
--.then a; Gensu.s.-registered, household. m+or™—;-eample-,;if two

or more families are registered as ane,-housgold,.,on a

:aaasT-itgister>mut are .actually financially independent
. .gF each other"they should be.reg™ded” a different-house-

*” :hold, J~The"reverse should be true, of households®, registered

@n

as "seprate. "but imving,-.cs™;:a financial unit. ,,j, e ::"otters”
column should include those who® serve in the armed forces,
children,” and persons who are aged, maimed or otherwise
mhabie to work. Also, note should be made of any persons
in the household having a bed. reputation, record, character,
etc.

Farming status

A thorough urderatarding of the members” present
farming status and future plans is a key point in making
the Supervised Farm Credit Programme a success. Vdile
sizeof farm " an important element in determining farm
retums,” thE aniount of income is determined largely by the
soope” "ad method “'of farming operations. ™ The credit man
mast know, as near’as possible, the fartBr"s present status
and future plans for the use of hiis land and other® farm
resources, “With this"infa™niation, the"credit men® should
,be able to project changes in tre, farmer™s income and
caiJital requirements and evaluate repayment capability,
sources of repayment, etc. Information obtain”™ on the
member®s present farming operations and future plans should
answer the following questions. What is the present
operational state of the land, including self-owned and

. rented-in land? TjYyes of crops planted? What crops will

be planted during tie next season? Their acr.eage? Expected
-harvest time and yield? Vilet is the present state of
Uves®bock production? Future plsns? Types of animals?

How many heads? Any side-line production? Is there any
processing of farm products?
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(iii) Fincjicial condition
A borrower’s financial condition (incoaiB and expenses
status) indicates the v'soundness of his business, ratio of
e income to expenses, efficiency of management, etc. This
information is necessary to judge the borrower’s present
use of capital, future need of capital, credit-standing,
and repsyment capability.

Usually farmers do not keep records. And because of
their conservative attitude it is difficult to determine
a farmer’s actua.l financial condition. Due to the difficul-
ties in determining a farmer's financial condition, the
sections on financial condition in Form 2 are simplified.
It includes only three principal items, estimated annual,
income from farming and non-farming, estimated annual expenses
for farjring and non-farming and the balance bet'ween income and
expenses during current/coming year. The figures should be
obtained based on the above (ii) farming status.

(iv)  Unusual outlays during last year

"Unusual Outlays During Last Year" is designed to
supple'fflewt the difficulty in obtaining detailed .income and
e.cpenses information from farmsrs. Every extraordinary
expenditure of a significant amount should be listed.
These include: expenditures for ma.rriages, funerals or
other ceremonies; outlay for building a new house; expenses
for hospitalization and operations; or investment of self-
ovjned capital in land, shops, etc, i"'hen the amount of
unusual outlays is exceptionally large, it will naturally
affect the borrower's financial condition, resulting in an
imbalsnce of income and e:'gpenses,

(v) Main assets

iiain assets include iimovable property such as land,
building arri movable property such as equipiiEnt, livestock,
inpleraent, etc. The total value of these assets shows- the
value of borrower's property that could be used for the
purposes of loan redemption. Thou” it is not an asset
iteiTi, rent-in land is included under Ifein Assets. It is
included to indicate the total operated acreage. Small
nui3bers of poultry, such as ducks, chickens, etc. need not
be included. Also, small farm tools or furniture of
insignificant value may be omitted. However, large items'
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such as-motor—cycles, radios, refrigerators end television
md-dh are not of daily necessity but reflect the famEr"s
living standard, should be detailed in the remarks ooluian,
Mein liabilities

Maj.n liabilities include both debts in cash and kind.
Under this item ralies of creditors oust be given. If H'iae
is more theoi one loan from tte same creditor, list each one
separately. 1T the member has borrowed from the association,
list the association as creditor, even if the association
mes relending borrowed money. VHien the association has made
a loe.n on consignment and tte farmers” association is not
directly responsible for collection, name the original
institution as creditor, =

@3) Analysis end utilisation of the information

Collection of information is not the final purpose of the

farm visit. The informatj.on is meaningless if it is not properly
analysed and used for screening the losn application. The record
of farm visit is to be analysed by the credit man, chief of credit
section and general manager. The analysis of the record of farm
visit shou.ld yield satisfactory answers to the following questions:-

®

(i)

&)

Is the family labour sufficient to meet the farming needs?
Is there any aarplus labour or under‘‘employment?

Are there too many persons in the family unable to work?
Is the farixiing plan sound and practicable?

Is the actual income derived mainly from farming or other
sources?

Is the farner’s income enougli to cover expenses? How much
iIs the surplus or deficit?

et is the proportion of self-owned land to self-operated
land? Kow many acres are leased-out? How many acres are
rented-in?

Is utilisation of land and equipriEnt efficient?
Is UG farm well equipped?
How successful are the animal end poultry breeding programmes?

Miat is the estimated total value of the main assets?
KXJ nxich is readily convertible into cash?

VHiat is the ratio of the main liabilities to the main assets
that arc readily convertible into cash (liquid assets)?

Is repayment of debts a problem?
12/-
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(xii) Does the bcsrroTMer have many expensive luxuries or other
housshold goods which are not considered essential for

daily necessities?

(xiii) VPnere the unusual outlays for consumption or production
purposes? If for consumption purposes, are they too

heavy a burden? L] ]

(4) The others:

(i) 'Aie order of priority for investigating loan applications
shell not be based on the clTronological order in vvhich an
application is received. Priority for investigation shall
be based on the degree of urgency for each classification.
In eny case, the processing tirae for each application from
receipt to notification of screening results, should not be

more than five days.

(ii) The farm visit should be conductcd during the farmer’s
leisure hours. The farm visit should be planned beforehand
and be conducted in such a manner as to save the farnisr's
tiine. The investigation should conduct the farm visit in
such a manner as to gain tlie farmer's co-operation and con-

fidence,

(iit)  Since a credit man has to look after both the office duties
and field work, a monthly schedule of field work should be
arranged in consultation with the extension section to co-
ordinate their activities and obtain assistance in the
supervisory work. In addition, the credit section mast
arrange its field work so that a credit man or other

person is always available to carry on the office duties.
Screening snd Determining Terms of Loans

Provision 45 of the F.A. Regulations require the credit
section to investigate the credit-standing, financial condition,
farming operations and plans, need for funds and repayment capability
of each loan applicant and recommend approval or disapproval of loans.
To be approved each loaji application should go through three gates
(persons). In cases where there are only the general manager and
section chiefs, there will be only two gates or persons.

Each loan application mast be studied and receive the
reconmendations of the credit man in charge, the chief of credit
section, and the general manager. The general manager has the final
authority 'oo approve or not approve a loaii. This authority requires
the generaO. manager to screen each loan application carefully and
impartially to make an objective and unprejudiced judgenent,
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On -what basis iIs a loan approved or disapproved? Wifet

determines the amount, terms, repa.yment schedule, otc, of each loan?
Tne main principles and points arc outlined below:-

(D Eligibility

(2)

The borrover must be a member of the association unless
othorvjise specified under entrusted service. The logji must be
used for agricultural or side-line pg-oduction. Unless these
conditions are met, no loan csii be approved, Anj loan under the
supervised Farm Credit Programme crmnot be ik for a farmer®s
living 03g)enses. This includes educational, medical gd. other
expenses wl-dch have no direct connection with production. Since
there i1s a limited source for farmers” associations* funds,
es"pecialljr at the initial stage, i1t is impossible for the
associa-Cion to grant every type of loan needed by the farmer-
members. Loans must be limited to those activities that help
increase fam-ars®™ production ad. income,

Economic consideration

Aa applicant’s plan for use of a loan must clearly show
the purpose, necessity, and beneficial aspects of the loan.
It is often difficult to determine whether a loan is actually
necessar;”™ or beneficial. To deteri-nire If a loan will be
necessary or beneficial, one must consider the presence of
factors that will influence the success of the loan.

Consider an ediliple of a farffir appljd-ng for a loan to
purchase poultrjr. To malte this loan & success, the farmer
must have adeo™uate poultry houses, an economic number of
poultr;/ , sufficient labour, technicPl l-aiovhov of a low cost
source of feed, a dependable market, etc. If any of these
faictors is absent, the operation will probably be unsuccessful.
And B loan for t"iis purpose would be neither necessary nor
beneficial.

Another example XVould be that of a fariKr appljnlng for a
locn to purchase insecticides. The assocliation mast consider
whether the laaii will be recessar:;."" or beneficial. The factors
influencing tids will be the actual crop infestation, the types
of iInsecticides needed, area affected, etc.

The association must study the applicant®s fcanily labour,
physical facilities, financial condition, present farming
operation and any other factors that may influence the necessity
or bcneficiality of a loan. The foUovjing steps should be talen
to determine whether a loan is beneficial or necessary:-
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(i) study the truthfulness of the loan application;

(ii) study the suitability of the plan for loan use

to meet the needs of tlie farming operation;

Tliese two steps can be undertaken during the farm visit and
study of farniing plan and operation facilities.

(iii) study -whether the investment iidll help the farmer

maximise his returns or hedge against losses.

This step requires thorough investigation. Except when
a loan is to hedge against losses (for example, a loan to enable
an operation already in progress to continue), all loans should
help the farmer to maximize his returns. The farmer’s investment
in crops, livestock, poultry and side-line production mast be
investigated. The relationship betx"een a farmsr’s cost of produc-
tion ani tTQ present and future market prices mast be determined.
If a loan is proposed in a case where costs exceed market prices,
the loan i\dIl certainly not be beneficial, mach-less, maximize
profits. In cases such as this or even when a small profit is
expected, the association should attempt to persuade the farmer
to change his plan to one that will yield greater profits. The
farmng techniques, family labour, land and facilities of the
farmer 3HList be edequate. Once again, the associations responsi-
bility is not just to evaluate the loan application. It mast
his present one. Loans for investment in land or expansion of
farm facilities mast be made only where the investment will yield
a return greater than the interest and depreciation costs. |If a
loan is proposed for the purcha.se of Icivnd, the returns to the
former from the land mast be greater than the interest on the
loan. If a loan is proposed for purchasing a water punp or
power tiller the additional returns or the reduced costs from
using the equipment must be greater than tlie interest on the
loan and the depreciation costs. Another consideration will
be whether the size of the machine is large enough or too
large for the farming operation. In recommending the type
of machines, consideration should be given not only for the
workability of the machines but also x-jhether spare-parts are
readily available. (For the first few j?ears, loans will only
be made for production purposes. Loans for purchase of land
and equipijiksnts should not be consMered yet).
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The credit—standing of the borrower and guarantors t

Generally, a man's credit-standing can be measured
according to the so-called three "Cs" - oap.ital, tambilit-y
and character, Wliich is most iiaportant of the three? It
depends on one's point of view® Hovjever, the capital factor
is usuaHj emphasised. On the other hand, a man of wealth is
not always a meji of trust. Smallholders would have little
chance to get or enjoy the benefits of farm credit if the
capital element is unduly emphasized and harsh guarantee teriiis
are rec”uirod. Therefore, in screening a loan applicant’s
credit-standing, it is proper to put together the three elements,
using them to supplement each other,

A borrower's or guarantor's capital position can be
estimated from the Record of Farm Visit, Capital is the
balance tetween assets and liabilities (i.e. Capital = Assets -
Liabilities), Using the farm visit survey (Form 2), the sub-
traction of total main liabilities from total main assets
(excluding rent-in land) gives total capital. Since this
method of estimating capital does not taJcc into account cash,
goods on hard and other, small asset item.s, the actual capital
amount should be larger.

In ad.dition to a borrower's total ce”jital, the structure
of his assets should be considered, A borrower's financial
structure refers to the relationships between his current and
fixed assets, his current and fixed liabilities, and his self-
owned capital. For example, consider two extreme cases of
fariners A & B, each having total capital of 14j710,000, All of
A's assets are current. That is, they are either cash or
securities. But all of B's assets are fixed. They are land
equipment, etc. Obviously, A's repajrment capability is greater
than B's. A could pay Ms debts in cash immediately. B could
pay only after disposing of his fiJEd assets. This is because
A has got more liquid assets such as cash, goods on hands, etc.

On the farm village level, things that can be easily
converted into cash are goods on hand (farm products or side-
line products) and livestock. Land is usually the most difficult
to convert into cash quickly. Houses would be the next most
difficult to convert. A farmers' association must consider all
these factors in judging a borrower's repayment capalbility, The
guarantor's financial condition must also be investigated cud
recorded in the inember's information card, A visit to the
guarantor should be made, especially if it will be the first

contact,
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Capability refers to the borrower's ability to innnage end
adininister liis fanning operations, Tlo capability of a person
is usuoHj” deteriTiinod by his physical strength, health and
intellect (m&ntcl capacity). This ccn be judged from the result
of the fOTmsrs' previous farriiing activities. |If tbs result of
his previous farraing activities has boon satisfactory, (e.g. if
he consistently year by yecr obtained good or above average
harvests for his crops) then he could be deeined as a capable
f?jrmer.

Chgracter is difficult to define. Generally, a man's
character can be judged from liis sense of social, obligations,
morals and othics. If he is a man of sincerity, tlirift, magnamity,
kindness, gentleness, etc. his chaxactor must be goodi It is most
difficult to determine chara-ctcr directly from the borrower. A
person's charactor can be judged indirectly from his neighbours'
opinions or from his reputation. However, information should be
obtained from as iTT-ny sources as possible. The charactor and
capability of the borrovjer's family should be considered too.

The borrower's and the guarantor's past record of loaji repayment
should be investigated.

In order to obtain the above-mentioned information the
association should complete members' information cards and
members,’ credit~standing screening records ajid malce good use
of them. Considering ail available information, the credit man
majccs his comm-ents on the borrovjer's credit-standing in the proper
column, of the application form. Mi-ks such as "A", "B", "C" are

usually used to show the degree of credit-stajiding,
(4) Result of study of proposed use of loaji

After careful study the credit man shall fill, in the
"Investigpzor's Findings and xieconinendations” column (see Form 1)
including tlie fo]J_owing:~

(i) borrower's purpose/plan for use of the loan (e.g. for off-season
padi, purchase of a power tiller, etc.);

(ii) how the purpose/plaji will benefit the borrower or bring better
returns;

(iii) estimate of the total amount/quantity required to complete
the proposed plan;

(iv) how much is to be borroxved from the association;
(v) when the loan is needed and for- how long;

(vi) ax’y other necessary comments including any changes in the
plan for loan use as a result of 'the farm visit, repayment
schedule, repayment method, etc,

177-
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Plan on totcQ. amount of capital required

The borrovjer Kiast indicate the total amount of capital
necesscrj™” to complete his farming plan or project. Then he
mast indicate hoj inuch of this total caoutt he has to borrow
from the association. The total aeouit of capital required
may bo estimated from prevailing costs. The amount to be
borrowed from the association depends on the amount the borrower
Gja provide on his own.

IfeKimonm amount allowable

A borrover™s loaals, either secured or unsecured, mast not
exceed the maximam amount allowable for all members as set by
resolution of the Members®™ Representatives Assembly, Tlicse
limits apply to the total amount borrowed by an individual, not
to each individual loan. The Ifenbers/ Credit-Standing Screening
ComIm.ttee fixes the gjnoutt allovjablo for each member according
to mecibers”™ credit-standing.

Secured or unsecured

Under the Supervised Farm Credit Prograjnmo farmers” associa-
tions mity, if necessary, make a secured loan which re”:”~es borrower
to give his real Ostate mortgage to F.A. as security guarantee
the repayment of loan. The amount for secured loan shall be in the
limit of 80 - 7Gh of price (value) of the real estate security.

Vilhether a secured or unsecured loan is made depends on the
maximom amounts allowable for each type sot by the i1™“falas’
Representatives Assarbly?- and the borrower’s credit-standing.

IT the total anmount of a loan applied for is greater than the

total allowable for either secured or unsecvired loans, the amount
must bo allocated between securod and unsecured loans. For example,
a memlDors” credit-standing on unsecured lcaji is =D but the F.A.
agrees to give him a iBgD loan. In this case he can borrow up to
>0 vjithout security and the remaining amount of ®00 with
security. More unsecured loans should be -provided because most
smallholders lack sufficient collateral for secured loans.

Term

According, to the regulations the mexirauia term for farm
credit loans iIs five yeee”s. The association may make loans
with tern less than five years. The actual term of a farm
credit loan dopends on tho actual, time period used, harvest
times, rgpgjniient capabilities, etc. Loan term must be made in
accordajicc with provision 49 of the regulations governing
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Operation of Supervised Farm Credit Progrpnune by area FeniErs”
Nassociations.  The repeyinent scliedulo for various types of loans
shell be dctorinined according to the following criteria:-
(1) For production of crops: To be determined according
to the length of period before harvest, the frequency
of harvests and the volue of produce.
(i1) For production of livestock and poultry: To be determined

according to the length of period before the selling of
produce, the frequency of such sfile and the value of

produce,
(1i1) For side-line production: Same as (b)-
(iv) For parpose of construction of farm equipnsnt, machinery

and installation (fixed investment): To be determned,
according to the amount of a loan as follows:-

Less ticin D80 - up toone year
200 - 500 — up totwo years
500 - 1,500 * up tothree years
Hi500 - 3,000 - up tofour years
Exceeding 143,000 - Tfive years
~ Instalment repayment: Logjis under(d) which exceed twel

months in term are in principle tobe repaid in instalment
according to farming season and borrowers®™ repayment
capability,
(@ Interest rate
This is to be determined by the Registrar of F.A.s from
time to Gjile. Payment of interest is inprinciple to be made

with the principle for short-term loans. The interest for
instrimont repayment loans is to be Be.de vdth the instalment

repayments,

4. Provision of Loans
@) Notification of approved, or disapproval

(1) After screening and final approvcl or disapproval of each
loan by t"e general manager, the association shall irnform,
the. applicant promptly of the results. There are two types
of notification forms (see attached Forms 4 and 5) to be
used. One form (Form 4) indicates approval of the lom.

The other form (Form 5) indicates that the loan is-not
approved, JAhen a loan is not approved, the farmers” associa-
tion must give a brief explanation why the loan was not
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approved. Ibe a lo?n is approved, the association shall
arrange a suitable date for the applicant to present
himself at the association to complete the necessary loan
procedures.

(i) The first tire a borrower obtains a loan from the associa-
tion, It IS necessary to request the presence of the borrow&r
and his guarantors at the association to sign the loan Gonbract.
The contract should be signed in the presence of the credit man
in charge. Also, the association should obtain semple sigaa-
tures of the borrower and guarroitors for future r-eferonce.
There should be a sample signature cerd for each mermber of
the association. The sariple signature aja should contain
the date and place \"ihere the scample signature was obtained.
The cards should be filed in alphabetical order. Besides,
for convenience, the association doiild also obtain the
borrower’s sample signature iIn the appropriate space (eloir)
loft comer) of Loan Account Ledger of Individual Borrowers®
ac+d.

(@ Preprration of loan contract agreement

Mien the applicant arrives at the association, the credit
man arranges the terms and mstliod of repayment (in one lump sum
or instplitioits). Care must bs taken indrawing up a loan contract.
(See Form 6).

() 13 yvjriting must be neat pjid clsar,
(i) On the contract, the amount of the loan must be written in

the appropriate language and in Arabic nurercris.

Example; 14)265.31
Two hundred sixty five dollars and thirty one
cents.

(iii) No aa-bitrary revisions iIn the contract are permitted after
it has been drawmn up.

(iv) IT any revisions are made, tic borrower and guarantors
must acknowledge such changes by a signature on the loan
con“cract.

(v) The credit man must check the approval of each guarantor
by either a direct visit or a confirmation of the guarantor,®s
sigiature from the associations®™ records.
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PayiBsnit of loan In cash

After the loan procedures have been conpletedj payuaent
of the loan shall be mGck 1inmediGtcly or when the borrower
needs the loan« Each borrower shpJl be requested to open a
current deposit account in the association®s credit section
when he obtains a loan. If a loan is mace In cash, in principle,
payment shall be me.de by crediting (depositing in) the borrower®s
deposit account, A pass book is prex)ared to credit for the
amount. Hio words "‘paid from Supervised Farm Credit” shall
ko written in the particalejr’s oluiiin of the borroMsr®s pass
book. This will strengthen the loan contract and reduce the
chancoB of corrupt practices or c.buses.

The borrower niay withdraw the money when he needs. Since
a lopji is nc'ce in cash the payment is done by casliier. If a
loan is given to a borrower directly without going through pass
book the credit man draws a slip (Or, unsecured loen, Gr. cash)
to inform the cashier to pay the borrower. Depending on the
borrovjcr*s need, the payment of a loan may be in one lump sumor
divided into instalments which are to be paid him according to the
progress of work involved. Wherever possible, this should be
practiced,

Padnient of loan in kind (padi)

IT a loan is made in kind the credit section will prepare
a vouchor for requesting the economic section to supply the items
of lo./m (input materials) to borrowers (Form 8), The borrowers
get the items of loan from the economic section®s warehouse or
economic section may deliver the materials to borrower®"s farm
gate jid charge some service fee. All the iInput items must be
prepared by economic section in advance, VJen items of loan
have been extended to the borrowers the economic section prepares
a voucher for notification of goods supplied to borrowers (Form 9)
informing the credit section of tiic goods supplied. Thus, while
the responsibility to screen and approve a loan belongs to credit
section, the responsibility for supplying items of loan (materials)
belongs to economic section. There mast be close co-ordination
between the credit and economic sections so that the smooth
operation of the Supervised Farm Credit Progrcimjie can be attained.



Supervision

Supervj.sion is a vital pprt of the Supervised Farm Credit
ProgTP.mG, Loans and their supervision e+de like a pair of scissors.
Neither aail function properly if one side is mssing, A loan without
adequate supervision -will be ineffective. It will result In increasing
bOTdens for the borrower ajnd-increasing difficulties for the associa-
tion.

Supervision can ke divided into tjo major parts. One ijart
IS inspection on the proper use of the loan. The other is technical
guidance on loan use. Inspection on proper use of the loan is the
responsibility of the credit man. Teclmical guidance should be
carried out jointly by the credit ard extension sections.

(D Inspection on the use of loan
The mrposes of inspection aae to check:-
@) if the loan is being used for the purposes intended;

(i) MAihether the fa.rmimg operations are carried out as
plajmed] and

Lii) 1f there iIs any wastage in using the loan.

The inspection on the use of the loan should be carried -
out witiu.n one month, after the loan is extended. If the .inspec-
-tion shows that a loan has been improperly used, the association,
- (credit men) shall urge the borrol//r to make the necessary ..

. ,corrections. If, one ,ad a half months after-the loan has been,

4 extended, the borrower does not use the loan or continues to use
the loan improperly,, the association must take immediate action
(except in special circumstances) to coU.ect the principal iird
interest, according! to. term nurber, five®). of the Ia?.n contract.

(@ /Technical guidance on the use of loan ] -

The success of the Supervised Farm Qredit Programme depends
to a great extent on the technical guidance given on the use of
individual- loans. Usually it is stated.that the main factors of
prodiuction are layd, labour and capital. But a successful opera-
tion calls for another iigorteoit olement. This element is
mailagement skill. For examplo, assume that-two farners A and B
have equal quantities and o™ualitios of the production factors

.land, labour and capital,. They use these factors to produce

the same crops. Will thelr produ.ction be the sgjre? No, not if

they use their land, labour and capital diffac”ently. Production
will vary, depending on the skills in combining ajid utilizing of*
land, labour end capital. In other words, the mariagerial skill

> s 22/-



L

0 1KoJ a0 mn b-1;c anJ

1\r--4\;jm ’ ’)jt P

mcinegelibnt "Mills.”

"ic a-jo-iosl as/im edf

, Piner.s im™pve ,,treip

« - Thwa
BN gh % NN AN ..conducted
4sNjg£8!S4;pllIBSi»4ifrnn
4 ”"16%3y"'ttedhA|c£C giidahce should heXp rIU‘ie Vselect"hl’\
Adid H_J’\/"‘-u (G TRV I .Ii \ AT " A
L] uality sdeds ggTduse mproved plan cuwatXrg "=
-i21) ?r‘R,'I';)C;d’;(D "ic mioa 2 Agrc:me"X"roc; il , 5G.
methods. Technical 9U|dance with a poultry loan should-_
M<Dmv; /:vbuofiu A=A
] | ehable” the" borrower to select™ m iMjroyed®variety of b|rds
"~ ... 2iduse good hiisb™dry practices. ""Cuidance on seOectihg®a
“dependable model’ "snd u™g*propeSr midjdtenanee "M/ AtEI s -
" "duidd be ghehWNS—a—oijeE™ "talBl "I == "™
"Rirf-JsirireJmi hM undor-
1> /P Withgu-,ga-0h @aad3fAsSRTanrefEeGt i ;ye; IeTrel " ">GF”
Ic S0d0B N ; 10 -8saS™Mpd;, .ex, £ff.
aHlil J'‘fhe """ cje will
31 JB8¥e>*“the-4holi™ " Baye” "N -"Ninvolves
[ § " -t dinfNghnBriont T Y borrower
NNt liaRee 'god™ «3-"ifE4™tEi#his-£and,
"Bfe€ca]j it aDr" Sdlpee.sarEirigs; pro®
fi'j i i/.&yﬁ'eSl]c'\gJ ICH"IF 1, lTL'e %ﬂﬁfﬂm kraym}wlde technical
-rCzil, ./.sgmdm:eﬁobmlyca#e, ;AE8Ma\5 S butr,alsb
£ispS'Gt -O©;,his;-life;:sU™ -
\Fr G ......:liBproyement; idf rhbne sanitary-conditioii'/i fzinily'plarira™g,:; |
JiJ5; JAegsfaiiiily. .todgel™ng, retev /, T jec”cal rgiiiidencte.-df SNt
r .-jL;:jxaE/qu;™M ;gcope,>fi &ipeqita®**v/~hei'as? ;
, d\;‘ acong”ueriabl'e mresw-GV  mpuet'to.vthe nijpiid" iy

. B \IN2spur,.9e.s- of. fiar.iffi"s-" yAssogiationS/, ™ S5 thetic;..Nidanc.:.

apun
camot:. be,ua;Kiert™  at. the j™esen-t -/Nimei- .

HGweyer,;:.this »
..... ""is 'the'lfeve’l to which'tte "&sociatibn should aspire,,

Coagm i @ 1 li ~ GLN



23 -

Al the credit mn visits the borrciver for follow-up services
(supervision), he s, Il record hl.s findings on the record form
(Form 9). The record should show vjhen or if the borrower has
complotod use of the loan as proposed. It should indicate the
present state of loan utilization and exij special technical guidance
needed b3 the borrower. In supervising farm credit loans, the credit
ragi should obtain technicpl assistance from the extension section.

111, Celloction of Loans

The Su"jpervised Farm Credit Prog—"yme is not a relief measure.
Loans that are niadd .must te oollectedl back. [If the association
fails to ool]-cct its loans, the prograrrmme will fail. For this reason,
the loon colloction ratio is used to nieasure the success or fri.lure of

a lending programme.

Fifteen days before a loan is due, the farmers®™ association
sends a reijninder (see Form 12) to the borrower asking him to repay the
principle md interest. Under the supervised farm credit progrcjme,
such a repayment may be ne"de in cash or in kind depending on the system
as set by the F.A.  In the initial stage of operation, it is generally
recognised that collection of loan In kind seems easier. The procedures
for collecting loans iIn cash and in kind are as follows:-,

1. Collection of loans in cash

I'lien loans are repaid in cash borrowers go to credit section
where the credit man draws a slip (@r. cash, Cr. unsecured loanj
Dr. cash, Or. interest income), together with the application, loan
receipt and other documents, to inform the cashier, of the amount
of repayDcnt, The borrowers then pay the money to the cashicr.

The slip, after it has been signed by the cashier, is then sent
back, together with other documents, to the credit man for recording
in the borrower®s individual, account ledger (Form ?) after which it
IS sent to accountant and in turn to general manager for their
approval, signature end record. The loan contract (receipt) shall
be returned to the borrower immediately after the borrower has
completed his repajnnent,

2. Collection of loans in kind (padi)

Viben loans are repaid in kind (padi) it is the responsibility
of the eocdhon-iic section to receive and handle the padi. The quantity/
value of padi received from a borrower could be more or less than
the” gjnount of loan he has to repay. The economic section, therefore,

2V-
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mvill recoivG the padi as deposits (individurd. consignnent goods
by borrowrs); at the sake tiilee acts as an agent entrusted by the
credit soction to h<?dle, reduct, and market the padi for the
repaymont of lorjn and interest that ere to be collected by the .
credit section.

Padi received by the econoinic soction must be based on =
standardized one. If the padi vjhich iIs sent to F.k. 1is below, the
standard, slTrinkage costs mist be reducted from the padi. To do
so any pedi received by the oconoinic section mast be inspected,
meighed and graded according to the system aid criteria set by the
F.A./covemtiTent authority. The steps of collecting padi are outlined
belovj ;-

(O Applications for inspection of padi

(@) In principle, the padi pralucer shall apply to F.A. for
inspecting, receiving adad storing his padi. The applica-
tion is made by signing in the "Padi Inspection and
Receipt Voucher™ (see Form A for economic section) at
the time when the applicant sends his paiil to F.A,

(1) The F.A. shall prepare and meJee out the Pedi Inspection
and Receipt Voucher in respect of each padi owmer. In
case the pedi is sent by the person other than the padi
ower himself still write the raJiE of padi owner in the
"'gTee of applicant” column of the voucher and ask the padi
dolivGror to sign in the voucher for the applicant.
Also, write the nijre of the “deliverer in the "‘padi
delivered by" column in the voucher for checking later,

(i) Alllemmore than two varieties of padi are sent by one owner
the record of pacU shall be kept separately in more than
two vouchers (Form A),

(iv) The voucher shall be prepared in duplicate, original and
copy. The original is to be given to tte padi owner as
receipt and the copy to be retained in the F.A. as slip
and counterfoil for recording and diecking, etc.

@) Inspection of padi

Inspection of padi shall be conducted for the following
matters according to the criteria set by the F.A./government
authority: -

(1) moisture
(i) percentage of impurities
(iii) percentage of spoiled padi
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(1) Every bag of pfirli mist be weighed and recorded in the
"Resiilt of Inspection erd Weighing” table of ths voucher
(Form A) and obtain the total weight,

(i1) Kati shall be used as weigliing unit all through.
(iii) Reduction of tare (weight of gunny sacks),

(iv) Based on the results of inspection (percentage of moisture,
impurities, spoiled, etc.), the padi inspector grades ad
determines the depletion rate according to the grading
system set by F,A./government mthority, and then determines
the net weight of padi acccsrding to the depletion rate.

Tlie total net weight thus obtained and shown in the Padi
Inspection and Receipt Vouchor represents the quantity
of clean and standard padi that isdeposited iIn the F.A.

() "Dollar Valuation™ m.ay bo computed according to g,m.p,
(quaranteed minimum price) of $16/pikul or according to
present market price If there is no g.m.p. provided.

(@) Hecord of padi transaction in the Padi Inspection ard Receipt
Voucher

The Padi Inspection and Receipt Voucher 1is, in addition
to application, inspection and vVeighing of padi, also used as
receipt md record of change in the padi quantity. Villen the
padi recorded iIn the voudier is for repayment of loan, the
econolnic section may, iIn order to save accoiinting and book-
keeping, reduct the repayrient quantity straightaway from the
figures shown in the "Total net XYeight' column, (The quantity
of pcdi to be reducted for repajmient of loan may be written
before hand in the "Remark’™ column of the voucher Form A).
VYite the quantity of padi to be deducted in the "Withdrawal™
column of the "Record of Padi Transaction™ table, (Form A)- then obtain
the balance between the totrl net wei”t and the quantity of
withdrawal and record it in the "Bala.nce” column. This balance,
if any, indicates the padi owner still, alter the repayment of
his loan, has some padi deposited in the F.A. Mhen he wants
to vjithdraw or sell it, he mst produce the receipt (Form- il)
to FA,. for the transaction apd recording. In case of deficit
balance, after the reduction of loan repayment, tie economic
section shall inform the credit™ section of ,guch a deficit (.Form Of#
Thie same record must be kept of such a trajnsaction in the
Record Book for Individual Pcdi Qi'mer (Form B) as well as in
the gener?l ledger of economic section. This entry is made
according to the copy of Padi Inspection pjd Rcceipt Voucher,
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(®B) Book-keeping and accounting procedure for trsjisaction of padi
(1) Records of individual padi depositor

Padi, like cash Pjid other goods in tie F. shall be
treated as one of asset 1tems. Any change in tte quantity
of padi shall be recorded both in the detail ledger such
as"Record Book for Individual Padi Owner'™ (Form B) by
economic section and in the general ledger to be under the
control of tie accounting section.

Upon receiving the padi, after the Padi Inspection
and ReceixJt Voucher has been filled in, the economic
section shall open a padi deposit account for each
individual padi depositor, in the "Record Book for
Individual Padi Owner™ (Form B), and enter the book
according to the information of Padi Inspection and
Receipt Voucher. The account number for padi owners
Kiay be given iIn the order of their delivery of padi,

(i1) Records of padi in the F.A. warehouse

The economic section (in charge of the warehouse), shall
keep the records of padi received, disbursed and the
quantity outstanding everyday using the Daily Record Book
of Padi Receipt and Disbursement (Form C), Such entry is
made also according to the Padi Inspection and Receipt
voucter. The account titles to be used for the recording
of padi here are "consignment goods'™ and *‘consigiment goods
payable. The details of accounting procedures are explained
in Chapter V Miscellaneous,

lalien the padi that has boon collected is sold or
disbursed the economic section (in charge of marketing)
draws a Padi Disbursement Vouchor (Form D), -with the
final approval of the general manager, to inform the
staJf of the economic section in charge of the warehouse
to disburse the padi. Records of such a change iIn the
quantity must be kept da-iljr in the Daily Record Book of
Padi Receipt and Disbursement (Form C), The entry of
the book shall be made agcordiag to the Padi Disbursement
Voucher drawi.
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(6) Transaction between economic section and credit section
(1) Notification of loan collected in padi

Since loans are extended in the form of goods and
collected in kind (padi), \i;likch are actual ly 1indertakon
by the economic section, it Is necessary that the econoinic
section informs the credit section of the results of the
collection of lor+s end the related transaction at cach
-gmse of work. The'\MDucher for Notification of Loans
Collected and Transacted” (Form K as suggested hero is
to be used for this parpose. Tlie form indicate, among
other things, the value/sold, price of padi that has
been repaid or deposited by the individual borroiAkrs to
show whether the amount paid is sufficient for repayment
of loan. This figure is obtainable from Form B.

(i1) Notification of reduction of amount advanced by economic
section

/1.0, since the goods supplied for payment®of loans
were advanced by the economic section, the amount rdvanced
ad. the commission to be chergod i be deducted from the
vpluc or sale price of deposited/paid padi. The remaining
amount, (reduction of advance and commission from deposited
padi value as shown in® Column D of Form E) belongs to
credit section. Upon recoi-ving the voucher for notification
of loans collected and trcnsacted (Form E), the credit
section will draw a slip to record the change of account
payable and account receivable betvjeen the®™ two sections,
and also enter iIn each of individual lopn accounts in the
credit section aocordingto Form E,

3. Extension of Loans
()  FrocGeclures for extension of loans

The association should aim towards 100 per cent collection
of its loans. In actual practice this target is rarely obtained.
Overdue loans will occur even thougjn the Supervised Farm Credit
Prograiiree provides low interest loans with favourable tems and
strict supervision with technicrl gaid™ce. A certain amount of
slow repayment and default is inevitable. The association must
try to keep this as low as possible.

Failure to repay a loan on time may bo dile to forces
beyond tio control of the bcsrroner. Or, the failure may be the
fault of the borrower. Forces beyond the control of tte borrower

include:-
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(O] natural disasters (calamities);

an) disease or insect damage resulting in partial
or comMlete loss of crops; ani

(ii1) serious illness of the borrovjer or borrower.’s
family, requiring reaedical expenses to be paid with
money set aside for repajmisnt of the loan,

When failure to make the repamilats is beyond the control of the
borrower, the association may grant an extension. However, tte
bcrrov.&r mst request an extension .giving; reasons“why m extension
Is needed. Form for making such a request should be available iIn
the F.A,(Form 9). oo much pressure ™ the association may force
the delinquent borrower to repay the loan by borrowing fromanother
source at a much higher rate of interest. The borrower mst make
the request at least 10 days before the loan is due, HWVYjewr, such
extension shall be limited to once only for the same term as before
(till next harvest). Upon receiving an applice™tion for en extension
of a loan, the credit section sh?Jl send the cred.it man to investi-
gate the situation, Tjpee credit mai should ascertain if the reasons
given for delaying the repayment are true and also the degree of
any crop losses, etc, proposed term of extension and proposed
method of repayment. The credit man then submits his findings

and reconmiendations through the chief of caZdit section to the
general manager. If the reasons given for an extension are not
satisfactory, the association should not permit an extension.

The association must inform the borrower immediately of the approval
or disapproval of an extension. The forms to be used are the same
as those used when inforining a borrower of approval or disapproval
of a loan (Forms 4 & 5).

Overdue loans

When a lotQJi becomes overdue the credit section must m2ke
an immediate attempt to persuade the borrower adi guarantors to
mal<e prompt payment. If the log.1 Is overdue tecause of te
borrower,’s carelessness or negligence, one or two visits by the
credit man will usually persuade the borrower to moke the necessary
pajnment.  However, if the borrower shows no intention of repaying,
attempts at simple persuasion are not enough. Vihen a bomo™Ner"s
lack of sincerity is obvious, the association should take immediate
legal action to collect the loan. In cases, such as this, leniency
by Hie association will encxirago other borroyjors to disregard
their responsibilities.
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As mentioned earlier, a certain smount of ovardue loans
are inevitable- It is difficult to determine a point beyond
mhich overdue loans are unacceptable. The association must
consider both the percentage or relative ayouit of overdue
loans and the absolute amount of overdue loans. In “neral,
the tot£l amount of overdue loans at the end of each month,
shall not e:coeed 5 per cent of the total asout of loans out-
stojiding. The association shall wdke every effort to collect
an overdue or delinquent loan fros the borrower and his
guarantors through informal urging, arbitration or legal action,

() Punitive interest

ViHm a borrower fails to repay Ms loan on time as originally
agreed upon or extended later, the loan is considered delinguent,
and a punitive interest may be additionally charged.

In case of delinquency of a secured loan, the association
rgr talte legs-1 action to sell his collateral security on a fixed
date. After clearing the capitci and interest of the loan vjith
the fuaild derived from the sale of the collateral security, the
balance -will be retiimed to te- borrovjer. If the fund derived
from tiic sale cannot cover the debts, the F.A. may col3.ect the
deficits from the borrower and his guarantors.

JBorov."ars and guarantors vjio have had overdue loans for .a
long period of time may be penalised by not allowing them to
borrow from the association for one year or longer,

IV. Record Keeping. Statistics end rioports

An adequate method of book-keeping, recording statistics and
making reports is ijiportant in any field of business. Likewise, proper
recording, book-keeping and reporting is imperative In Farmex-sAssocia-
tion in ordel” to ensure the success of Its business operation. It is
especially iuiportmt tha.t the agricultural credit progranjEC use an
feificient method of record keeping. From the records, reports and
statistics, the association can chart the progress and evaluate the
success of the progrgjime. All Farriers®™ Associations participating in
the Supervised Farm Credit Programme («a eirpectod to cEJay out the
necessary record keeping, statistical work and report preparation,

1. Record Keeping:

Usuelly, there are six procedur?! steps for each loan, from
application to collection. They aie: (1) applicatj.on; (2) farm visit}
@) screening; (@)provision of loan (5)supervision; and (6) collection.
The forms, books and other related pspers to be used for each step cs
mentioned earlier and the additional fa-sis to be used are suimarised

below.
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Procediores

1. Application
2. Farm Visit and

Investigation

3. Screening

4. Contracting and Paying

5. Supervision

6. Collection and Dunning
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Forms, Books and Other Relative Papers to be Used

Application for Supervised Farm Loan
Record of Processing Applications

Application for Supervised Farm Loan and Records of Farm Visit
Record of Processing Applications

Application for Supervised Farm Loan and Records of Farm Visit
Record of Processing Applications
Notification of Screening Results

Contract Agreement for Supervised Farm Loan

Loan Account Ledger of Individual Borrower (Card System)
Request Voucher for Supply of Goods

Voucher for Notification of Goods Supplied to Borrowers
Supervised Farm Credit Lps.ns Detail Ledger

Record of Processing Applications

Calendar of fetured Loans

Record of After-Service Visits to Borrowers
Record of Processing Applications

Reminder of Loan Due

Contract Agreement for Supervised Farm Loan
Loan Account Ledger of Individual Borrower
Supervised Farm Credit Loans Detail Ledger

Application for Extension of Repayment
T.non niimHNI?

Form or Book
Number

Form @)
Form Q)

Forms (D and @
Form @)
Forms () and @

Form @)
Forms (4 and ®)

Forms (6) (6a) (60)
Form (7)
Form ()
Form Q)
Form (10)
Form (3
Form 1)
Form (12)
Form @)
Form (13)
Form (6)
Form ()
Form (10)

Form (14)
* N\
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"Tip detciledMmethods of completing the vsrious forms and

boaks are explained beiovj;—

@

@

(€))

Alpplicntion for Supervised Agg*iau.lturd Loan (Form I):

- X)) I r>eceipt,of ,on applicr-tion, the credit section
p’ssigs 1t rn application numter (upper loft cormer)
end registers it in the Record of x°rocessing Applica-
tions (Form 3).

(i1) Qiock the membership number. If the applicant is non~
JileEr write ""non-member’” In the appropriate sspace under
the member or non-member @lui"iin,

(i) “men the lorn is "mede, assign the borrower an account
mrJocr (upper right corner). The account rujitbar is a
control number given to each individual bormoNer.. It
is 1. be used when recording cny transactions concerning
the borrower. An account nuinter she"ll be given to only
one borroner, and one borrower should not be given more
then one account number,

(iv)  Apj;lications sliall. be classified into: (I) uninvestigatod;
(2) investigated but not yet screened; (3) not apiorovedj
(4) approved but not jet extended; and, (5) api“roved and
extended. Applications are then filed in order of
application number. Applications that have been ap'-“roved
pre filed in order of account number,

Records of Farm Visit (Form 2)
See 1l - 2 Farm Visit,
Hecord of Processing Applications (Form 3)

The purpose of this record is to chart the processing of
ea.ch lotn Kfplication. The record should show in detail when
ar’ how each loan is processed. For ap];"gved loans, reco3xling
must be camplt,ted to the last column "Date of First Supervision',
Loons not approved must be recorded to the "Date of Disapproval™
and "Date of Notification” columns,

(1) Mien an application is received, record in order of the
application number, raire of applicant, value or amount
applied for, and date of application.

(ii) Hecord the dates of other stex’'s as they are carried out,

(ii1) Record the value or amount of loan approved under the
"Value or "aount of Loan Approved” colum. ,If a loan
IS, not approved, va*itc "‘disapproved” in this column,
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(iv) Sto-tisticnl records shoulld be kept of the number of
households appljring for locns, amount applied for and
amount approvedi

Notification of Screening esults (Forms 4 & 5)

Vilim a loen is approved or not approved, the applicant
mast I informed by using either Form 4 or Form 5. If the
Io“h is approved, a i'eceipt (o’edit contract) for Supervised
Farm Loai (Form 6) should be sent rlong with Form 4 asking
the borrower to prepare the contract in advance,

Credit colatract agi>camet for Supervised Faa?m Logji (Form 6)

(1) The type/items of loan, naoutt and method of repayn™nt
stated in the contract shall correspond -with those
a.p]-road in the loan application,

(i) The contract numbers of the loaxis shall be assigned in
the order of contract in the upper right comer of the

first page,

(iii) After the contract for the loan has been completed and
the borrower is ready to use the loan, the association
shall make immediate pgjnriait of the loan to the borrower,

(iv) vihen a loan is to be made™ In i1astslments, a contract
" .agreemenit shall be attached with "plan of repayment iIn
instalment™ table_(see .Form 6a), This form should be attached
to the back of the last page of the contract. This form
(Form 6a) is also combined with "Hecord of Repayment™
table to supplemsnt the plan of repayment tw®JDle, By
recording repajTnents in this table, tie F.A. will be
able to quickly determine the outstanding amount for
each receipt. The numter of payinents shall be recorded
in the "Remarks™ colum of the attached plan,

) iiaah Qiiltr.actv(receipt) imst bo confirmed by the guarantors.
This is done usually during the farm visit,

(vi) Vigen loans for more than one purpose are nece-toa":—
Iorroner at the same time and ore to be repaid in a lump
aum. or in instalmentg at the same time, they may be
combined in the sgjnc contrr.ct, (receipt) . VYen loans
for more than one purpose are extended at the same time
but are to be repaid at different times, separate contracts
(receipts) are required.
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(vii) VIm a secured loans a.re rXio security for
secured loans shall be listed and desci-ibed in detail
in the "Detail record of security™™ and shall be attached
to the back of the last i.ap of tho contract (see Form 6b).

(viii) In principle, contract for loans should be kept by the
cashicr, chief of administrative section or general
Ddalagr, but not the credit man in charge of the loan,

(1X) WIm a borrower®s request tor an extension of the
repayment date is approved, the credit main sli&l note
the extension ad. new terms of repayment in the "Remarks™

of the 'Plojn of Repayment in Instplment” attached to the
contract (receipt).

(®) Loan Account Ledger of Individual Borrower (Form 7)

A card system -will be used in keeping individual borrower’s
accounts. The cards should be grouped into three classifications:
(@ loms not yet due; (© loans overdue but notyet repaid; and
(© repaid loans. There should be only one c™rd for each borrower;
Explanation includes date borrowed, date due, period, tHe type
of loan extended, interest, etc,

() Reguest Voucher for Supply of Good.s (Form 8)

To be prepared by the credit section. This voucher has
to be used for the following purposes

() To inform the economic section of what item gjrd what
quantity to give to boi“roners for loan,

(i1) To indicate- the amount adivanced by economic section and
that the economic section can claim it from the credit
section (amovint shown in coluim) at the completion of
each loan extension period; and

(iii) To be ussd as basis for colloction of padi later according
to the figures shovm in "Total repayment in padi’ coluim
since name and quantitjr OF padi to be collected are listed
in the woucher,” Signature of borrowers shall be required
in this form when a borrower receives items of loan,

(@ Vouchor for Notification of Goods Supplied to Borrowers (Form 9)

Thiis voucher is to beprepared by economic section at the
completion of provision of iteins of loans to inform the credit
section of the progress oflagji extensionwork and the debt-
credit position between the two sections. Ideally this voucher,
containing every 10 borrosers,* loan information, be prepared and
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"sent-to- the credit section every Upon receiving the
vouchDr (original) the credit section drans a slip according
to the account titles ad- amount stated in the voucher,

Supervised Farm Credit Loans Detail Ledger (Fom 10)

Viliem a F. A. makes more than two types of loans a detail
ledger shall be kept for each type such as padi double-cropping
loan, crop diversification lorji, etc. Mien a F.A. starts mth
only one type of locn, tMs book is still necessary as the
records can be used for subsequent purposes. This book is
entered by credit section according to information of slip
¢Aihen loan In cash) or Form 9 vouchor (when logji in kind) and
Form S voucher (when repaid in kind). Total the amount of
logjis mojde and the amount repaid each month adad a,lso the
cumullative amounts ty;ou”out the year. The amount outstanding
at the end of each year shall be Mrought forward to the next
jecx.

Calendar of Matured Loans (Form I1).

This subsidiary book enables the association to keep up
to-date on loeais ag they become c'u.e:-

(1) Loans due on the same date arc recorded on the same page
of tio calod.ar. One page is used for each date, W
a loan is extended, record the due date (or due dates iIn
case of instalments),

(i) Mien a request for extension of repayment is approved
transfer the loan t the new date.

(1) In order to save time principle and interest columns

mc-j be omitted.
(iv) This book shall be filed anmalj.y,

(1) Rocord of iifter-Service Visits to Borrowers (Form 12)

a2

VZen a loan is made, record-the account ruinber, name,
purpose and amount of loan, Tib credit man records the date
ad. findings after each after-service visit to borrowers,
Separa.te records should be kept for each S.A.U. or kampong,

Reminder of Loan Due (Form 13)

Mien a loan is to be repaid in one lilnp sun, uwse the
first o] only, cancelling the "Instalment Repayment” column.
The remainder may be sent either seaied cr open,

/-
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(13) Applicc.ticn for Extension of 3epa3miont (Form 14)

Gpplication for extension irnust have the consent
ad. signature of the original guarantors- If an application
for extension is approved, it should be attached to the
original loQn._contract agreerment,”

() Overdue Loan Dunning Card (Form 15)

Any loan more than one month overdue, must be recorded
on tlils card. Details of dunning work shall be recorded until
the losji 1s repaid. For convenienco, the cards should be kept
separately for each S.A.U. or kanpong™

Statistics md Reports

Ih addition to the above-mentioned forms and books, all
farirdDrsassociations are required to make the "Monthly Migort of
Supervised Credit Programme™ (Form 16). Each F.A. shall prepere
three copies of this report within ten dv.js after the end of each
month. One copy is to be sent to tie State F/.. Supervisor, one to
F.A. H.Q. gid the remaining copy is retained by the F.A.

@) TNG figures for "Cumulative i«iout Made up to Last Month™
is obtained from "Cumulative miinout of Loans Ik up to
tiis I"bnth'" column of the last monthly report,

(@) The "Amount of Loans I'lak this Month" is calculated from
the debit side of the Supervised Farm Credit Loan Detail
Ledger (Form 10) or from gonerel ledger of credit section,

@) The figures for "Cumulative Amount of Loans Repaid up to
Last Month™, is obtained from "Cumulative Amount of Loans
Made up to this Month” column of the last monthly report.

@) "Amount of Loans Repaid This Month" is calculated from
the credit side of the Supervised Farm Credit Loan Detail
Ledger (Form 10) or from general ledger of credit section.

m G) "Cunulative Amount of Loans Heak up to This Month™,
"Cunulc*tive Anount of Loans ileprid up to This Bnth"
and "Balance (Loans Outst<?nding)' should equal that
shown in Form 10 or in general ledger of credit section,

(©) "Amnount of Overdue Loans' include any amount that is
duo but not y*t pedd. Any loan or part of a loan that
IS overdue diiring the month must be recorded. The rmount
can bo calculated from the Calender of Matured Loons
(Form 11).
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(@ CQuinilative number of households obtaining loens (G is
the total nombor of members who have obtained super-vised
farm credit locns since the start of the programe. The
figure indicates the total number of households (one member
one household) not the number of loans. The figure can be
olDtained from the Logji Account Ledger of Individual Borrower
(one household one card) cr fran, the last number of individual
boxTower’s account.

(S QuiTiulative number of households with repaid loans (K) is
the totrl number of members Vjlo have obtained loaiis from
the association end repaid them in full. The number of
Loan Account Ledger of Individual Borrov./er cards with a
zero balance indicates the number of borrowers with repaid
loans, “he figure can aiso be obtained from the ““check and
sign here vjhen loan is repaid” column of Calendar of Matured
Loans (Form II) ,

@) The number of households vjith outstanding loans (J) ajd
number of households with overdue loans (K) is obtained
by counting the number of cards of Loan Account Ledger
of Individual Borrower (Form 7). “Ye total of items (1)
and (J) should eqal. (H). (See explanation for Form ?).

(0) The total amount of loans made for this month ssd the
total amount of loans repaid for this month should equal
the totai debits and credits respectively of the Supervised
Farm Credit Loan Detailed Ledger (Form 7).

V. Miscellaneous

Earning from the Programme

Diiring the first several years of the operation of F.A, ,
the salaries, travelling a-Uowances, startioneries, equipnnnts and
other i1tems necessary will be subsidized by the govermment. Except
where specifically indicated by the jJMogistrar of Farmers” Association
or the State Farmers” Associations Supervising Officer, the associa-
tions shall beer " cost for operating the Supervised Farm Credit
programme. Any earning derived from operation of the programme
should be accumulated in the credit section as crcdit fund for
further expansion of the prograrjTie.and should not be further distributed,

Preparation of Materials and Information

It Is necessary that the credit man In co-operation with
the eictension vjorkers, prepare various materials and information
to enable th.e prograjme to run smootlTly, These include:-

37/-
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current market values of various types of lad, and
houses In the’areaj

market prices for farm maclwierj, tods, equipment
and Eiaterials including seeds, feeds, seedlings,
fertilisers, etc.;

costs of livestock and poultry production, market
prices, production techniques, etc.;

cost of side-line production, market prices, techniques,
ctc.;

various wages paid;

gcologicel distribution (nhature of soil) of the cultivated
Icjid in the area;

types of crops groim in tie area and their acreage;

seasonal cropping pattems, cost of production of various
crops, thoir market prices, etc*

forilling techniques including techiiigues of production

of mirpportat crops and livestock,

(L0) staiderdized designs and estimated cost of construction

for livestock and poultry pens and sheds.

3, Accounting Procedures

The main accounting procedures in hEj:idling the Supervised

Farm Credit Progranrre are as folloivs;-

@

@

€))

Vien the association receives a Supervised Farm Credit Loan
(cash)from the revolving fudi (e.g- from F.a. iiegistrar
Office or other Credit Institutions), debit the "cash

on deposit-banks™ account aid credit the "long-term loan'*
account for the amount,

Vjhon a loan is made to a borrower through tte borrower *s-current
deposit account, debit "‘unsecured loans™ or '‘secured loans'
account and credit the "‘current deposits'” account for the
amount,

then the borrower withdraws the loan from his current
deposit account (uses the loen), debit the "‘current
deposits™ account and credit the "‘cash on hand account
for the clnount withdravjn.

3S/-
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(@) When a borrower repays a loan (principle plus interest) .in cash,
debit the "cash on hand” account and credit the "‘unsecured
loan or "'secured loan™ account for the principle and
debit "‘cash on hand™ and credit "interest income' for the
interest.

(®) V;hen the association repays a long-term loan to the credit
institution (e.g- from F./u xlegistrcr Office a. other Credit
Institutions), debit "long-term loans™ and credit
""cash on deposits” for the rmount repaid.

(®) At the beginning of the fiscal ycor, when the profits of
the Q-edit propr.nme from the pre®vious year are trans-
fex'red to the associations permanent credit fund, debit
"profit - previous year" and credit "‘speci,al fund" sub-
item "Farm Credit Fund” for the amount transferred.

Vilich a loan is to be paid to a borrovjer, the credit man
mwrites out a vouchor (slip), 1he voucher (slip) is submitted, with
the application, record of farm visit, contract for loan (with instai-
ment card, If nocessfry) and loan account ledger of the individual

borrower, tlirough the chief of credit section to the general manager
for approv?!.

""hen a loan is repaid, the credit man prepares a voucher
(slip). voucher (slip) is subinitted with the receipt for loan
(with instaliiient ccrd, if necessarjO apd loan account ledger for
the indivLdurl borrower through the cliief of credit section to the
gereral, manager for cpprovcl.

The credit man in charge shcJl keep the dailjr records
and books concerning the credit propraniiie. These records and books
should bo frequently checked by the chiof accountant and general
manager,

Once every six months, a letter of inquiry should be sent
to borrowers by the general nnagex™ or chief of credit section
checking if their siTiants of outstanding loans coincides with the
amounts dov¥a on the books of the association. This is to protect
borrowers from currupt practices.

Mien loans are made in kind, tho transaction must be
recorded in gerera.l ledger using the dollar velues. when loen.s
arc repaid ;1 kind, the transaction niust also be recorded in general
ledger u™ing the dollar values. For exairple, If the associations
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loan a farmer-KBmber 100 lbs. of fertiliser vslued at #15, the
transaction is recorded as a 415 loan. If the loan is repaid iIn
padi valued at ;ii6, the transaction is recorded as repayment, of a
&5 loan aaid Ol interest. However, both the (Juantity of goods to
be loaned end/or to be repaid (e.g. principle and interest are paid
by padi) “Jid their respective dollar values mast be stated iIn the
loan gplica-fcion, loan contract, vouchers as Alell as other record
forms as dcscribod before in this paper.

25th January, 1969.
Kuala Liimpur,
LHC/AU/-NO



Form 1
A-pplieation for Supervised Faria Qredit

["plication No. Borrower’s Account No.:_
Name Address Non-mermber
Applicaat
@)
Guarantors
&)
i i Furpose; - When is
Item Needed™ Quantity Unit acres It needed?
1.
Detail of
2
loans
3.
application
4
> i
Signature by Appli cant; Date:

Note; 3 Item needed; specify type of Inputs (materials) such as fertiliser,
insecticide, weedicide, sprayer™ feed, etc.

Purpose” specify Whether the loan is to be used for the production of
padi (main season or off-season) maize, vegetable, poultry raising, etc.



Form 2

liecords of Farm Visit (Con*d.)

5. Hain Assets:

K. . O. Kew- +Ffediun - OId
L. M. S Large - Medium - Small
6. Main Liabilities:
Debts Debts in Kind Date
Jame of Creditor in Cash 3 Value of Purpose
P 3 Itens  Quantity Borrowing
O
@)
{
Remarks
(Total capital
needed, etc.)

Farm Visit by

Name Signature

Remarks
(Interest
rate) etc.
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Form 4
Notification of Screening Results

Approval of Loan

Sir,

This is to inform you that your applicationfor asupervised
farm credit loan has been screemd and approved. The items of the loan
are listed in the following table (see below) ad the tervasof the  logji
are listed in the attached credit contract.

You are requested to sign the contract, obtain the signatures
of the two guarantors, and present yourself at the Association with the
signed contract on ... ... ... .. ... _-.. ,19. ... and complete other
necessary procedures.

After the completion of the contract procedure, the Association
will inform you of the date to receive the items of loan. The items of
loan will be delivered to your ... ... .. .. ... .. ... _..... ,S-A.U. where
you are requested to receive them personally, (The service charge including
interest and delivery charge on the loan 11 be calculated according to
the rate fixed by the Association). Also, you are requested to maloe, in
advance, a plan for the repayment (such as quantity of padi needed for
repayment and the date of repayment),

Thank you.

Siailaturo of General Manager

............... FamErs®™ Association



Form 5

Notification of Screening Results

Disapproval of Loan

Sir,

rie Kcgfet to inform you that your application for a
supervised farm credit loan was not approved as a result of
screening, (Please see the reasons stated below),

Thenlc you.

1 y
Items Applied for Beasons for Disepproval Remarks

Yours faithfully,

Signature of General tianager

.............. Farmers® Association



stamp

Form 6
Credit Contract Agreement for Supervised Farm Loan
Contract No: _

Date: S.A.U.; Borroxirer®s Account No.

I, e (hereafter called
the borrov;er including my heirs and legal representative) hereby have
borrowed all the items of supervised farm loan equivalent for M$..
fromthe ... ... ... Farmers®™ Association (hereafter
called the Association), and agree to repay the loan including the
service charge/interest TAdh clean dry padi/. .. .. ....... as listed

in the detail of the folowin,??: table

1\&Medf i ' Tot
A ) - 1 P Interest n
M Rupose Qentaty  Unet wgatl Dollar Remyrent
R A in R
in Dollar
A katd 1
1. " t 1
t.
, i
1
3, '
4.
5.
1a™
Total

The borrower is also willing to comply with the conditions
stated in the following:-
1. The term of loan; from....._. . o _....... for._....._. ;

2. The B.te of repayment of principal and service charge/interest

3. The rate of service charge/interest.... .........

4. The rate of punitive interest against the loan over due



- 2 - (cont"d)
Contract No.

5. The borrower shall use all of the above items of loan for

the purpose as stated above and shall not sell dispose or

exchange any of them. The Association may colle-ct back

both the principal and service charge/interest of the loan

from the borrovjer at all times in the event that the

borrovrer has failed to use the loan for the purpose as

stated above.

6. The borrower agrees to accept the supervision on the use
of the loan by any person(s) assifyed by the supervisory
agencies at any time or from time to time to ensure the

loan is used properly,

7. The place for repayment of principal and service charge/
interest of loan shall be the office of credit section of
the Association, The padi received by the Association for
the repayment of loan and intei®st shall be graded and
priced, according to the grading system, which is based on
the Government guaranteed minimum price ($l6/pilail), as
prescribed by the Association. If, as a result of the
grading, the total value of the padi repaid is insufficient
for the repayment of the total w2.lie of theprincipal and
service charge/interest of the loan, the borrower shall be
responsible for such a deficit and will ma,ke further
repayment to make up the deficit. When thepadi thus
collected by the Association is sold and ifthe price
exceeds the guaranteed minimm price ($16/pilcul) conseguently
the tot;al amount of padi price exceeds the total amount of
loan and service charge/interest this extra money will be

credited to the borrox“er®s saving account,

8. This contract agreement will come into effect as soon as

it is signed by the borroxer.

3/-



- 3 - (contd)
Contract No.

9. The undersigned agreed to take full responsibility in jointly
and severally guaranteeing the repayment of the loan and

service charge/interests and relinquish the righi's of any

legal action.

Borrower”'s : 1.e.No.

(Name) (Signature)
Address:

I.e.Mo.

(Nas” (signature
Address:
Guarantor: 1.e.No.

(NameJ (Signature)
Address:

The undersigned confirms that the above signature was signed

by myself.

1. Date:
Guarantor"s signature

2 m Date:
Guarantor’s signature



Borrower®s A/c. Wo, _ Contract No._
Form 6b - Detail Record of Security
Right over the Security Description
_ Term i Location
bate  Sdiere Rerisi ™" of  cles- JAOT L O
regis-; of tered | . con- . sifi- g?,e value Security
g tered right number'ri ht tinu—’\lcation
0 9 ation d
$
Date Quantity Quan-
- Value Place
handed handed tity Total
over Item over taken | Balance Sﬁ:t value of
to FA to F.A. out
5 $

oRd

o =

(A-ttachraent to Form 6)

Insurance
Status

Insu-
rance

storing status
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Form 7

Loan Account Ledger of IndividToal Borrowers (Card System)

Name of Borroiirer:

Membership No: _

Address/S.A_U,;

Slip
Date '

Borrower®s A/c. No.

Credit Standing:

Secured/Unse cured
Loan Limit: $
Description i . n
oned Debit Credit Balance
(da('jgtgo Eﬂe ’ (Value of (Value of (Value of
interest rate r:gg‘g)s loans |Oan3_0ut—
purpose, etc.) repaid)  standing)
uot
1

_
i —

- —-—

Borrower™s Signature;

Interest-
colle cted

sk
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Form 11
Calendar of Matured Loans

Due Date:
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Sir,

This 1S O z

as you have received this letter.

Mnie of Borrower:

Form 13
(Ra.fTOER OF LOAN DUE)

Signature

..... . Farmers®™ Association)

Borrower®s Account No. S_AIU_;

Principal and Interest Due Loan

Instal- J

ment
repayment

1st
repayment

2nd
repayment

3rd
repayment

4th
repayment

5th
repayment

6th
repayment
7th
repayment
Sth
repayment
9th
repayment

10th
repayment

i Principal Interest  Total out-
i WMati  $/Kati $/kati  Standing
1

1

you that the foUovfing loan(s) you have
borrowed from your Association is to be due/have now been overdue.
(Please see the table shown in the following).
therefore, to prepare for repayment of/repay the said loan(s) as soon
Your co-operation will be appreciated.

You are requested,

Date
due

Remarks



Application for Extension of Repayment

Owing to the reasons stated below, 1 hereby apply for the
change of repayment schedule as in the following:-

Borrower:
Signature

Name

The undersigned agreed to continue to take full responsibility
in jointly and severally guaranteeing the repayment of the loan.

Guarantor:
Name Signature
Guarantor:
Name Signature
Original Original Repayment Plan RepaymBe(rg:nzilgg after ISource
Con:kl)’act Item of Loan Date Principal Interest Date Principal \Interest ~ of
- $/kati $/kati $/kati $/kati  VEPHMED
| 1 !
v i
_ ®. - j T = - 1
1?2
0]
o
1
§L
Date of Investigation:
Date of notification for
Comments by: approval or disapproval
to the borrower:
Credit Man Credit Chief General Manager
Signature: Signature: Signature:

Date: Date: Date;
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Form A
Farmers®™ Association Voucher No,

Padi Inspection and Receipt Voucher
(Application for inspection, receipt and record of jadi) Date:

f{lrame o¥ Applican/t\ MS”]berSh'p Address or S.A_U. Delivered by
1
Season Variety Packing  Wo. of Ouantity i Applicant™s or
of Padi Status Bass i Reported Deliverer®s Signature
o dcitd j
i 1 1
Result of Inspsctionj No. of Bags & Veigit (Unit:/Kati) Warehouse No..
Moisture 6 IHi 16 | 21 26
-
Impurities 2 12 17 | 22 [27
SpOi Ied (raj, I pl
fungus, etc.) 3 81 1 13 18 23 28
"1
Grade 9% 14 19 24 29
Depletion
Rate 51 10 - 25 30
Total Reduc- Weight iRedcfcion INT | Dollar Valuation
Wej.git  tion of Padi | Deple- TAEICHT Price™ Remarks
M Tare() (A-@®) I tion__
| i*
I ' |
-L Lo

Inspected by Weighed by Received by Entered by Section Chief Geieral Manaf?3r

Snterpd in- Individual Padi Owner®s A/c. No .
(@ Padi Receipt & Disbursement Book

Records of Padi Transaction Page Wo.

Beoorded 1Entered e

Date Description With- Ralance Sale i by iSection General
19,, (purpose, etc.) drawal Price Eoonenic A/c. Chief IManager
Section Section
r K3t kati $
J
1. Actual sale price per pil-ul $ .
rl_:z;ks 2. /mount to be credited to the padi ovmer®s saving account $

Note: 1.The Net “eight represents the quantity of padi, which is clean, standard and acceptedby theAssociation,

2, Dollar Valuation is computed according to g.irip, of jl6/pikul/present market price.

3, Any balance of tho above padi must be withdram and cleared out by the owner by 19 or tha
Association will sell the padi for the owner according to the market price and the amount, if any, will
be credited to his saving deposit account in the Credit Section,

i, This form is to be made in duplicate, the original copy to be given to padi owner andthe copy to be
retained in the F.A, for recording.

5. "Tare" means container - weight of gunny sack or paper bag, etc.
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A SCHEME SUPERVIggP FARM CREDIIM

Koh Theam Hee Liao  Chia
Farm Ifeaeifement Officer and Farmers’ AS"O(_:Ialz'|<«W|fet’°"‘f’\
\g=s"t Malaysia Taiwan
CHAPTER 1

is essentially an agricultural country with ru>er
as its rFan proil“iot, It supplies one-third of the world"s total
requipfcten.i; QF natixral ru™blDer* The main exports of Malaysia include
in addition to r-ubber, such agricultural products as timberj coconut
products, palm oil, pepper, canned pineapples, and tapioca which
account for an export value of over 1,800 million M$, nearly-90/" a" raajor
Malaysian exports. Though It produces a variety of food stuffs such as
padi, maize, coconuts, pepper, coffee, tea, sago, vegetables, fruits and
animal products such as meat, eggs, and fish, Malaysia is still a net
importer of foods. In 1965, Malaysia imported an estimated amount of one
billion dollars of food and food products.

2> The total area of Malaysia is about 128,148 so» miles (West Malay—
siay40%, Sarawak 37”, Sabah 23"). Two thirds of the total area of West ~
Malaysia is covered by dense jungle >thilst the remaining one-third is
under arable. It has been estimated that out of a total cultivated area

of 55 million acres, about 64" are devoted to the cultivation of rubber
and the rest to food crops.

3» The population of Malaysia numbers about 8.3 million (1961 census),
of these, West Malaysia has 7»2 million, Sarawak 0.78 million and Sabah
0.475 million. About 70 of the population in West Malaysia are rural
whereas iIn Saravrak and Sabah it is about 80ft, Rubber provides for Malaya®s
largest sources of employment. However, since it occupies about 64" of the
total cultivated area, a relatively small proportion of the working popu-
lation is, therefore, being devoted to the production of food crops on a
smaller area» This fact has contributed to a situation of food deficit

for the country. Hence, Malaysia has always been a net importer of food
products.

4* Malaysia iIs a country with the attendant characteristics of
the tropics. Like most of the countries in the Far East, her agricultu-
ral economy is characterised by a heavily dominated export-oriented
crop; a “high rate of papulation growth; a comparatively low level of
technology; a prolonged period of foreign rule; on inadequacy of food

2 .0.



supplies bo-th, giiajrtitatively and qualitatively, and a heterogeneous race.
But',) imlike some other countries in the tropics, she has not faced

a situation of land shortage® It has "been estimated that there are at
least 9 to 10 million acres of potentially agricultural land in the
country*

5« In thelight of these circumstances, there is the felt need
and urgency to diversifjrand-increase food production (a) to ensure
that increased income be earned through food production since income
from non-food crop like rublser is rather unstable; (b) to earn foreign
exchange to invest on consumer and capital goods for industrialisation,
a matter which should be achieved through production of suitable crops
for export; (c) to produce the urgent types of food crops to meet the
nutritional needs of the country to assure better standard of living
from local foods instead of relaying on imported food; and (d) to
improve the inter-relationship between food crop and animal production*
It can be seen that the problems of agricultural development in
Malaysia stems basically from the predominance of a mono-cultural

pattern of agriculture, i.e* the over-emphasis in rubber.
The Agricultural Sector in the Five-Year Development Plan\ (1966-J0)

6® The long-term objectives set out in the development of the

agricultural economy are as follows:-

(i) an accelerated expansion of output and employment in the

agricultural sector by increasing the land area under

, cultivation;

(ii) a progressive increase of per capita output and income in
the agricultural eEonomy by raising the productivity of all
factors of production employ” in the sector;

(iii) a broadening of the base of the agricultural sector to
ensure that its annual contribution to overall development
will be less subject to the market vicissitudes confronting

individual commodities, especially by rubber;

(iv) an enhancement of the ability of the agricultural sector
to stimulate industrial development through the production
to those commodities which make possible the viable
development of agriculturally based industrial enterprises*

line with this objectives, the First Five-Year Develop-
ment Plan has been designed tos—

3/. o



(1) iIncrease the quantity and enhance the quality of agricul-
tural educationists, resear.ch-and extension agents so as to
expand the number of skilled farmers, and improve the skills
of all individual members of the agricultural community;

(i1) support on an intensive and continuing basis research on
agricultural, forestry, fisheries and livestock products, so
as to break presently known yield barriers and develop
iliiproed patterns of production, processing and marketing
that will utilise most economically the human, land and
water resources of the ocoiontry;

(i) stimulate the adoption by the agricultural community of
improved practises and patterns of production over as much
of the present and future cultivated area of the economy as
possible and encourage diversification;

(1v) increase the acreage under cultivation in the country, not
only to expand physical production but also to provide
employment opportunities for the rapidly growing rural

m popullation;

(v) correct existing institutional shortcomings in the fields
of land tenure, credit, the processing of agricultural
commodities and marketing so as to enable the agricultural
community to be adequately rewarded for its efforts and to
have at reasonable cost to the means of production.

CHAPTSR 11
THE NEED FOR A ,SU7E5VISaD FARM CREDIT PROGKMm

8, In view of the fact that the greatest emphasis in our First ,
Malaysia Development Plan has been directed towards agricultural
development it is obvious that the financial and physical resources
that are provided for the promotion of agricultural development must
be given its biggest impact If successful implementation of the
development pro3ects are to be attained as planned. One of the basic
requirements iIn our agricultural production programme is the effective
use of production credits. The need for production credits has

become more pressing because of the iIntroduction of modern technologies
into our farming systems wvarhich must of necessity raise the cost of
production and given the present level of farm income it would be
difficult if not impossible for farmers to adequately finance these
new Inputs. Additionally, smallholders farming operations are more
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sutjected to risk from natural hazards or market
FluOuatioRS". \yj nature are resistant to .take risks. the
other hand, to modernise agriculture and to commercialise agriculture
new techiiologies are essential and be introduced. Under these
circunstances the operation of an effective credit programme should Tee
regarded as an important key in the stimulation of agricultural deve-
lopment and in.the afccel&ra;iian.of econoffiic development in this

country since agriculture is the pivot point for growth*

9. and large it is safe to say that in terms of production
credits either in kind or in cash there is much room for improvement

in terms of their effective use In this country* Up to noW; it is also
safe to assume that in Malaysia we have yet to evolve an effective

supervised credit system.

10. A farm planning and economic survey of farm families iIn this
country has exposed the urgency and real need of production oreditsy
to support farming operations in these areas* The survey reveals that
on the whole most farmers in the areas investigated lack sufficient,
capital and that on the average they face at least “fio deficit
suggesting that there is a need to supply at least O™ of their credit

needs to make their farming operations effective.

n., In implementing the agricultural dix"eisification programme
of the country efforts have to be concentrated toth on the diversifi-
cation of permanent crops and also the cash crops. As far as perma-
nent tree crops are concerned™ i.e. encouragement of oil palm pro-
duction, etc* these are for export promotion and is taken care of

by plantations or well organised development schemes. However, the
greatest emphasis of the diversification programme will have to be
directed towards the smallholders* cash crops for which the greatest
need for iInstitutional credits lie. It must be noted that out of a
total cultivated acreage of 67030,410, about 3»853f810 acres are
occupied ty smallhodlers. This acreage includes rubber, padi,
coconut and miscellaneous crops. The greater part of the diversifica-
tion programme will also have to be concentrated in the smallholders’
agriculture where income is very low and where credit facilities

are difficult to come by and where assistance directed towards

this calls for the closest supervision. For this reason changes

in cropping pattern and new cropping techniques will put an increa-
sing pressure on the need for production credits to make the farming
operations flexible and effective in meeting a more diversifiedi-

agiticulture*

S5A™* .
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ATATASIS 9™ arm plamiwg md  survey
(To be included later)

CHAPTER 111 ™
SSSEI™mS FOR THE E.qoA:BLISHEWNOF™ AGM

CREDIT PROGRAMME

A ndidxY cf "basiGC elements are necessary to carry oui a
sound and effeotive agrioultyjcal credit system* Amongst them are tie
folloviing:-

(@ An agti.ate agricultural credit institutional

structure.
(d) a set of well trained competent personnel*
(© A permanent and dependent source of funds*
(@ An Adequate Agricultural Credit Institutional Structure

13» With, regard to the provision of an agricultural credit
institutional structure and the need for providing competent staff,
p= . .are underlay in preparing for the initiation of a multi-purpose

e miHEars” Association. Each State in West Malaysia has established
a Pilot Project. The objectives of these Pilot Projects are;-

O) to introduce a new concept to apply an integrated
ipproach through the medium of a multi-purpose Farmers®
Association as a means of providing effective extension}
creditj supplies and marketing facilities to help farmers
improve their farming operations and raise their farming

income;

(i1) to provide an opportunity for the active involvement of
farmers in their productive and exr, T.i0 activities j

(iil) to provide a centre for the demonstration and training
cf Farmers” Association personnel and farm leaders, rural
youth and rural women]

(iv) to make available a ,dynamic Farmers®™ Association whereby
agricultural development projects either Government or
private can be effectively channelled through to the
farmers.

6/...



&) Provision of Trained Staff

M * In order to Buppcrt stiis new type of approach in agricultu-
ral and/or rural development, -tbs Division of Agriculture of the
Ministry of Agriculture and "Ct}"Jfera-tives has developed a Farmers’”
Association personnel training pOY23WIiS* To each Pilot Project is
assigned one Agricultural Assistant who will act as the General Mana-
ger and four Junior Agricultural Assistants who will ‘e specifically
assigned to head the various sections of the Farmers®™ Associationj
e« the credit the extension, economic and supplies sections* These
personnel have "been trained and will Ve re_trained as frequently

as feasible to equip them with the knowledge necessary to carry out

these new pilot projects. N

15» The staff of these Pilot Projects have also carried out
farm planning and economic surveys of all the farm families with the
Pilot Project area. On the average each Pilot Project Farmers®
Association covers about 1,000 farm families# These surveys have
already been completed. The objectives of these surveys are to
ob<tain the following information;—

(1) The agricultural situation that exists within the Farmers*
Association business area such as cultivated land area,
number of households, major agricultural produce (crops

and livestock) yields, etc.

(if) The detailed farming plans of individual members in
relation to his crop and livestock production, input
requirements, farm family income and expenditure, capital
requirement, etc.

(ii1) Marketing situation: This includes such information as
type and volume of marketable agricultural produce, the
time where such marketable surplus exists, etc.

a result of this survey the following work has been
facilitated:—

(@ extension officers working in this area have now an
intimate knowledge of the economic status and farming
operation of each individual farm householdf

(b) the basic economic and production data obtained from
the survey facilitate planning of both individual farm
and the total farm households in the Mukim;
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(© as a result of -Ide siirney and“the foimia“tion of the
lousiness service®™ plan, the staff of the Pilot Project
concerned have now an aciii-on-programme for implementation*,

(@ evaluation of the prog3?esB or otherwise of the action
progranmme and any other development project in the area
concerned is now greatly facilitated? and

m(e) resulting fromtfj”~ survey the question of introducing the
implementation of. a supervised agricultural credit system
as envisaged above is greatly facilitated.

17 The advantage of this new multi-purpose approach through
the organisation of Farmers” Association lies in the fact that such
organisations are started at the grass root level, that is, one in
each Mukim and each association embraces a multi-phased functions
combining the vital services, such as extension, credit, supplies
and marketing. Smallholders®™ agricultural credit programme cannot
be effectively implemented if there is no extension to take care of
the farming techniques, proper utilisation of the use of credit

and the provision of supplies and marketing services.® The fact that
there is a Farmers” Association to handle the question of credits
and other related services has a great advantage because the farmers
are the best judges of their own needs and circumstances. Any
agricultural credit programme should not be too far away from the
reach of the farmers, that is, it is argued that the agricultural
credit institution cannot operate effectively if It Is too remote
from the rural communityorfarming communities.

(© Source, of Fund

18. Needless to say, any agricultural investment programme
requires loan, either long term or short term with low interest.
Farmers need working capital as well as fixed capital. This capital
must be readily available and effectively used to meet the farmers
seasonal requirements* Consequently, the establishment of a per-
manent and dependent lending funds must be created. It iIs suggested
that this fund be under the supervision of the Department of

To experiment with this new project of supervised farm
credit it is calculated that a minimum of fil5 550j000 for 11 pilot
projects, each requiring$50,000 as astarting minimumrequirement.
This amount is estimatedon the basis of the datacollected from the
farm planning and economic survey conducted at each Pilot Project
Farmers™ Associationo
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ij, A Pund Ocni-fctee may be set up at the
9f the Division of Agriculture and Co-
operatives. This Faad Committee will super-

vision, guidac-e and allocation of funds to the various Farmers’”
Associations™®

20, The issue of loans and the direct supervision of suoh

loans would be the responsibility of the® credit section of each
Farmers™ Associations In practice this credit section performs essen-
tially the function of a rural bank which encourages the farmers to
save and deposit money in their own organisation* It makes loans to
farmer members for the improvement of their farming operations in
general* The ability to provide these services will _prevent farmers
from falling into the unfortunate plight of rural usury*

CHAPTER 1V
SUPERVISED FARM CREDIT

21. The concept of supervised credit system as envisaged in
this paper is aimed at helping borrowers to use credit loans effecti-
vely and at the same time, ensure the lenders of better repayments
for their loans. The main points iIn the handling of this supervised

farm credits are given below:—

(@ Improved lending procedures are adopted in the supervised
credit projecto An application form for loan is prepared*
The application contains a series of questionnaires for

every applicant to fill in.

(®) Investigation must be made of the information contained

in the application form. Data regarding the applicant’s
farming operations must be obtained# The application for
a loan is screened on the basis of the data.

(© A special committee for screening the members” credit
standing iIs set up iIn each Farmers® Association. The Com-
mittee determines _the maximum amount of loans allowable
for each individual members

(@ Loans are only for farming and related purposes. Priority
iIs given to loan applications for production purposes and
are accompanied by a plan for the use of the loan that is
practicable enough to bring the returns expected.

(e Loans to farmers are made at a reduced rate of iInterest
(9*6"™ per annum on unsecured and 8«4”™ per annum on secured)<
Terms are short but fixed to suit the estimated production

9A. .



period and marketing ccuili-tion of the borrowers. Principal
and interest are t. 1P paid on ISRttt basis when the
term of loan is longer than 12 months. .

() The Farm-ers” Association cjpedit man, in co-operation with
extension wecrlcerB works out farm plans for borrowers*

(@ Ihe PHKHsrs* Associa™ti-cn credit man carries out follo~v™p
visits to boPTMWors to give advice on the use of loans
and to check on the “borrowers of loans with respect to the
utilisation issued. A record is kept at the same time Toy
the credit man®

() Farmers who have not used their loans in accordance with

the agreed plan are required to. pay "back the money
immediately, .

(1) Most of the loans extended are unsecured, 'hut two guarantors
are required®

_(d) .ljoanu-are made in cash and/or kind* These loans are mainly
to provide short-term creditsi The maximum term of a loan
is five years*

() Farmers” Association must keep accurate and up-to-date
books and records relating to the history of each loan
beginning from the time of screening of such a loan.
Funds and accounts of the Farm Credit Fund are separated
from those of other serviceso

(D By applying an integrated approach tying credit with
extension, supply and marketing services, the Farmers* Asso—
ciation can help Isorroners to make the best use of loans*

(m) Earnings realised through each year’s handling of this
programme are set aside and accumulated thus enabling the
Farmers” Association to have an opportunity of building
up a permanent lending capital of their own.

2% In short, the supervised farm credit programme emphasises
the necessity of having sound farm planning and farm loans on the
basis of farm management studieso Data must be obtained on the app-
licant’s farm upon which the.application of loan is screened*
Priority is given to a loan- according to production purposes sound
credit worthiness and effective production plan* This new programme
introduces a new aspect into, the conventional loans procedures adopted
by some existing credit institutions where loans have been extended
on the basis of security and not necessarily on the capacity .to
produce* In this new approach farm planning, farm appraisal and
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other farm management investigations, together with close su®
pervision of the use of loansj all com™bine to help to reduce
the risk of default on the loalvxff-sued.

Loans to he “"WU-j-gtd

23, In order to effectively i/aplement the whole process of
the supervised farm credit system it is necessary to have the
procedures of loans regulated 'by a legal instrument* The regu-
lations governing the operation of the proposed farm credit
programme of each Mkifflj Farmers” Associ®iition IS given iIn
Appendix 11 1t will he seen that alojig with these regulations
are a series of forms facilitating screeningj guidances and su‘

pervision and repayments*
Loans to - made in Block to Farmers®™ Association

24» Each Farmers” Association will apply to the Government
or other credit institution for a hlock representing the needs of
its members based on a submission of an annual service plan and
budget# This plan includes the activities and credit needs of
the aefabars™ of the association concerned and this plan is furthor
subjected to careful examination and screening by the Fund Commi-
ttee. At the same time the capability to organise and manage the
funds of each Farmers* Association and the financial status of
the association concerned are also subjected to studies and
scrutiny by the Fund Committee* The repayment of this block loans
to the Fund Committee is to be guaranteed by the Farmers®™ Asso-
ciation concerned.

The Mechanism of Supervised Farm Credits

25» The detail procedure for implementation of this proposed
supervised farm credit is given in Appendix 1.

The Period of Loan

26* The loans given to each Farmers” Association are for

a period of ten years and the repayment of this loan is to be

made in five annual iInstalments beginning from the end of the

6th year* It is envisaged that the Farmers” Associations will

have by the end of the 6th year accumulated sufficient capital of
their owmn from the interest earnings* On this basis it iIs expected
that by the end of the 10th year, after having paid off all the
principals, a total amount of M$550,000 ($50,000 from each- pilot
project) would have been accumulated in the 11 Farmers®™ Association
Ci"edit Se—ction as-a permanent lending”capital.
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27. starting, with the 7th year and usiiigsthe repaid
by the Parmers” As-soci-ation, the Fund Committee can then, provide
additional funds to any PaMvers” MsoOiation* If this® project is
sucosssfully-, im-_piCFAGj(rted as .plaaaed 1t Is expected that both the
total amount of fund a=XlUftUi*rte4 and the mimber of Farmers* Assicia-

tions participating in this project would be doubled In aaother
10 "years*

28* One of the greatest attribute to this proposed scheme

iIs the fact that it will contribute to the overall agricultural
development programme; As it can be seen farmers who wish to
borrow money under-this programme will be advised and guided as to
the type of crops or activities which can bring economic returns*
At the same time-by tailoring the needs of farmers through the
provision of an effective credit mechanismj i1t is possible directly

or indirectly to better implement the agricultural policies of
the Govemtiient i

20* Over and above all these the most important benefits
that will accrue to the farmers, the programme sets off a chain
reaction whereby it will enable each Farmers®™ Association to attain
a state of self-sustenance. In this way the three—prong attack
of agricultural development, that is, intensification, diversifica-
tion and commercialisation can be accelerated, and the long standing

issue of providing effective credits would come to eventual
solution.



APPEEDIX 1

Guide
Area Farmers* Associations

1. Medrbers* Credi-t Standing Committee

According to provision of the Regulations.Governing
Operation of the Supervised Farm Credit PrograiMie hy Area Farmers
Associations, a special committee™ the Members®™ Credit Standing
Committee shall beset up In each area farmers®™ associations*

It is absolutely essential that all area farmers” associations
participating in the Supervised Farm Credit Programme set up
this committee in accordance with the Regulations for the Orga-
nisation and Functions of Memhers” Credit Standing CoiMiittees.
In addition to the chairman of the board of directorsf the
general manager and chief of the credit section, the ocomraittee
should consist of other influential F.A. members of different
social positions and backgrounds. With variety in the membershzp
of the committee, the association can draw on opinions from
different sources to better the operations of the Supervised
Farm Credit Programme,

1« Publicity and Education

The nature of Supervised Farm Credit loans is not exactly
the same as that of ordinary credit loans. To inform all farmer-
members of the objectives, contents and procedures of the Super-
vised Farm Credit Programme, publicity and education are necessaryf
especially at the initial stage. The following measures are
suggested to conduct such publicity and education for the farmers’
association.

(1) Posting of publicity bills or posters

Bills or posters may be sent to each member through the
small agricultural unit or posted on walls in the main centers
of each village. The wording of bills should draw the farmers~”
interest aad be clear, simple and easily understood*

(1) Holding of meetings
To supplement the publicity from bills and posters, the
association should make use of members” plenary meetings at
each SAU, prayer meetings, and other public gatherings* In
these meetings, the association can explain and answereques-~
tions about the Supervised Farm Credit Programme. This
also gives the association an opportunity to get members*
reactions to the programme. The time and length of meetings
should be carefully selected so that work will not be
affected.



Farm Visit

@
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Ifeaning and purpose of the farm visit

The main purpose of the Supervised Farm Credit Programme is

to provide farmers with suitable term production loans at
reasonable”rates of interest, that improve their farming
operations and side-line production, Increase their income

and develop the rural ec5\Ofly. In its relationship with the
borrowvers, the association should place more emphasis on Its
role as a “helper” rather than its role as a creditor. It is
not enou” for the association to p&y attention to judge the
members” credit standing. The association must also understand
the borrowers®™ home (family), financial and farming statics to
help solve problems and give the necessary technical assistance.

The farm visit is a fundamental step in meeting these
needs. The farm visit must yield a wide range of information
relating to the applicant®s credit-standing, repayment
capability, family and farming operation. Additionally, the
farm visitor is expected to study the applicant™s farming plan,
use of loan, repayment plan and sources of repayment. The
credit man iIn charge must make the farm visit. IT necessary,

extension workers may give assistance on evaluating the farming
operation,

Collecting information

To complete the Record of Farm Visit (Form 2), the credit man
must collect the following information either directly or
indirectly from the farm visit,

() Family status

The farm visitor must determine who in the family is the
actual ™ecision-maker” on farming operations. The one-
household-one-member system is adopted in A\ir farmers®
associatiDn. In this case, a household refers to a house-
hold or group that is "financially living together” rather
than a census registered household. For example, if two
or more families are registered as one household on a
census register, but are actually financially independent
of each other, they should be regarded a different house-
hold. The reverse should be true of households registered
as separate but living as a financial imit. The ~™others"
column should include those who serve in the armed forces,
children, and persons IAD are aged, maimed or otherwise
unable to work. Also, note should be made of any persons

in the household having a bad reputation, record, character,
etc.



(i1) Famming status
A thorough understanding of the members®™ present”farming
status and future plans iIs a key point in making the
Supervised Farm Credit Programme a success. While size
of farm is an important element in determining farm returns,
the amount of income iIs determined largely by the scope
and method of farming operations* The credit man must
know, as near as possible, the-farmer’s present status
‘and future plans for the use of his land and other farm
resources. With this information, the credit man should
be able to project changes in the farmer=s income and
capital requirements awd. evaluate repayment capability,
sources of repayment, etc. Information obtained on the
member’s present farming operations and future plans should
answer the following questions. \ilhet is the present
operational state of the land, including self-owned and
rented-in land? Types of crops planted? Wlet crops will
be planted during the next two seasons? Their acsreage?
Expected harvest time and yield? 1/at is the present
state of livestock production? Future plans? Types of
exiimals? How many heads? Any side-line production?
Is there any processing of farm products?
(i) Financial condition
A borrower”s financial condition indicates the soundness
of his business, ratio of income to expenses, efficiency
of management, etc. This information Is necessary to
Judge the borrower®s present employment of capital, future
need of capital, credit-standing, and repayment capability.
Usually farmers do not keep records. And because of
their conservative attitude it is difficult to determine a
farmer®s actual financial condition. Due to the difficulties
in determining a fariTer's financial condition, the sections
on financial condition in Form 2 are simplified. It includes
only three principal items, main assets, main liabilities
and unusual outlays during the last year.

Though It is not an asset item, rent-in land is
included under Ifein Assets. It is” included to indicate
the total operated acreage. Small numbers of poxiltry,
such as ducks, chickens, etc. need not be included. Also,
small farm tools or fumitiire of insignificant value may
be omnitted. However, large items such as motor-cycles,
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radios, refrigerators and gramophones which are not of
daily necessity but reflect the farmer"s living standard,
should be detailed in the remarks colum.

Under "Main Liabilities”, names of creditors mast
be given. If there is more than one loan from the same
creditor, list each one separately. IT the member has
borroned, from the association, list the association as
creditor, even if the association was relending borrowed
money. "When the association has made a loan on consignment
and the fanrers* association is not directly responsible
for collection, name the original institution as creditor,

"Umsual Outlays D.uring Last Year' is designed to
supplement the difficulty in obtaining detailed income and
expenses information from farmers. Every extra ordinary
expenditure of a significant amount should be listed.
These iInclude: expenditures for marriages, funerals or
other ceremonies; outlay for building a new house; expenses
for hospitalization and operations; or investment of self-
owned capital in land, factories, etc, "Wen the amount of
unusual outlays is exceptionally large, i1t will naturally
affect the borrower®s financial condition, resulting in an
imbalance of iIncome and expenses,

Analysis and Utilisation of the Information

Collection of information is not the final purpose of the farm
visit. The information is meaiingless if it is not properly
analysed and used for screening the loan application. The record
of farm visit is to be analysed by the credit man, general
manager and chief of credit section. The analysis of the record

of farm visit should yield satisfactory answers to the following
questlons:-

() Is the family labour sufficient to meet the farming needs?
Is there any s\arplus labour or under-employment?

(i) Are there too many persons in the family unable to work?

(ii1) Is the actual iIncare, derived mainly from farming or other
sources?

(iv) Is income enough to cover expenses? How much surplus or
deficit?

land
(v) Miat is the proportion of self-omed/,to self-operated

land? How many acres are leased out? How many acres are
rented-in?



(vi) Is utilisation of land and equipment efficient?

(vii) Is the. farm well equipped?
(viii) Hag successful are the anuaal and poultry breeding programmes?

(1xX) Wit is the estimated total value of the main assets?
How much is readily covert™le into cash?

) Wiret iIs the ratio of the main liabilities to the main assets
that are readily convertable into cash (liquid assets)?

Is repajraient of debts a problem?

(xi) Does the borrower have many expensive luxuries or other
household goods which are not considered essential for

daily necessities?

&xii) Vfere the unusual outlays for consumption or production
purposes? If for consumption purposes, are they too heavy

a burden?

(@ The credit-standing of the borrower and guarantors

Generally, a man’s credit-standing can be measured according to

m the so-called three ''Cs" - capital, capability and character.
Which is most important of the three? It depends on one®s point
of view. However, the capital factor is usually emphasised.
On the other hand, a man of wealth is not always a man of trust.
Smallholders would have little chance to get or enjoy the
benefits of farm credit if the capital element is unduly
emphasized and harsh guarantee terms are required. Therefore,
in screening a loan applicant®s credit-standing, It IS proper
to put together the three elements, using them to supplement
each other,

A borrower’s or guarantor®s capital position can be
estimated from the Hecord of Farm Visit. Capital is the balance
between assets and liabilities (i.e. Capital = Assets - Liabilities),
Using the farm visit survey (Form 2), the subtraction of total
main liabilities from total main assets (excluding rent-in land)
gives total capital. Since this method of estimating capital
does not take into account cash, goods on hand and other Rtran
asset items, the actual capital amount should be larger.

in addition to a borrower’s total capital, the structure
of his assets should be considered. A borrower’s financial
structure refers to the relationships between his current and
fixed assets, his current and fixed liabilities, and his self-
owned capital. For example, consider two extreme cases of
farmers A & B, each having total capital of w?10,000. All of
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A"s assets.are current. That is, they are either cash or
securities. But all of B's "S3%;ts are fixed. They are land
equipment, etc.® Obviously, A"s repayment capability is greater
than B"s. A could pay his debts in cash immediately. B could
pay only after disposing of his fixed assets.

On the farm village level, things that can be easily
converted into cash are goods on hand (farm products or side-
line products) and livestock. Land is usually the most difficult
to convert into cash quickly. Houses would be the next most
difficult to convert. A fammers®™ association must consider all
these factors iIn judging a borrower®s repayment capability.

The guarantor™s financial condition must also be investigated
and recorded in the member”s information card. A visit to the
guarantor should be made, especially if it will be the first
contact.

Capability refers to the borrower®s ability to manage and
administer his farming operations. The capability of a person
is usually determined by his physical strength, health and
intellect (mental capacity).

Character is, difficult to define.,,Generally, .a,man"s
character can be judged from his s.aee, of.,0,ci,al dliggtias.,,—.
morals and ethics. |If,.le is. aman of sinceity, tInNft, ., N
magnamity, kindness, gentleness, .etc. his. character must be
good, "It is most difficult to determine character directly
from the™"boi“roner;-#A per”bh"s character cai™be’ judged” indirectly
"sfran his neighbours™ " opinions or from®his reputation. However,
Informatioh shbuid-be"obtained”™ from as "mahy sources as possible.
The -character arid™-capability of the bbrrower®s family“should be

considered too. -The borrower®s and”"”~ar”~fcr"s"past record of
loan repayment should e iInvestigated. e omm

In order to obtain the above-mentioned information the.
association should complete members®™ information cards ad,
members® credit-"standing screening records. Considering all
available information, the credit man ndke,s_his coments, on ,the

borrower®s credit-standing in the proper column of the applica-
tion form.

Result. .df Investigation on proposed use of loan
The credit man explains the proposed use of "a loan under the
"pwpose of loan” ooljlum.  The explanati®on:.should include
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(1) borrower®s plan for use of the loan (purchase of
fertiliser, construction of farm buildings, etc.)j

(i1),-"how the plan will benefit the borrower-or bring
better returns;

(ii1) estimate of the total airount required to complete
the proposed plan;

(iv) how much is to be borrowed from the association;

) when the loan is needed;

(vi) any other necessary information including any changes
in the plan for loan use as a result of the farm visit.

IV. Seteening of Loans
(@ Screening
Provisions and of the Regulations Governing Operation
of Supervised Farm Credit Progreiure by Area FarirErs” Associa-
tions require the credit section to investigate the credit-
standing, financial condition, farming operations and plans,
need for funds and repayment capability of each loan
applicant and recommend approval or disapproval of loans.
To be approved each loan application should go through three
gates (persons), In cases where there are only the general
manager and section chiefs, there will be only two gates or

persons.

Each loan application must be studied and receive the
recommendations of the credit man in charge, the chief of
credit section, and the general manager. The general manager
has the final authority to approve or not approve a loan.
This authority requires the general manager to screen each
loan application carefully and impartially to make an
objective and unprejudiced judgement.

On s\Net basis is a loan approved or disapproved?
What determines the amount, terms, repaynsnt schedule, etc,
of each loan? The main principles and points are outlined
below:-

(1) The borrower must be a member of the association.
The loan must be used for agricultural or side-line
production. Unless these conditions are met, no loan
can be approved. Any loan under the supervised Farm

g/_



Credit Programme cannot te made for a farmer®s living
expenses. This...includes educational, medical and other
expenses which have no direct connection with production*
Since there is a limited source for farm.ers®™ associations*
funds, especially at the initial stage, it is impossible
for the association to grant every type of loan.needed

'by the farmer—members. ” Loans must be limited to those
that help increase farmers” production and income.

(i) An applicant’s plan for use of a loan must clearly show
the purpose, necessity, and beneficial aspects of the
loan. It is often difficult to determine whether a
loan is actually necessary or beneficial. To determine
if a loan will be necessary or beneficial, one must
consider the presence of factors that will influence
the success of the loan.

Consider an example of a farmer applying for a
loan to purchase poultry. To make this loan a success,
the farmer must have adequate poultry houses, an economic
number of poultry, sufficient labour, a low-cost source
of feed, a dependable market, etc. If any of these
factors is absent, the operation will probably be
unsuccessful. And a loan for this purpose would be
neither necessary or beneficial.

Another example would be that of a farmer applying
for a loan to purchase insecticides. The association must
consider whether the loan will be necessary or beneficial*
The factors influencing this will be the actual crop
infestation, the types of insecticides needed, area
affected, etc*

The association must study the applicant’s family
labour, physical facilities, financial condition, present
farming operation and any other factors that may influence
the necessity or beneficiality of a loan. The following
steps should be taken to"determine whether a loan is
beneficial or necessary:-

(@ study the truthfulness of the loan application®;
(b) study the suitability of the plan for loan use to
meet the needs of the farming operation;
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These mtnwo steps can ke mideri;aken during tlee fann visit
and study of farming plan and opsTatio:ii-"facxlitieso

(©) study whether the inves-forerit will help the farmer
maximise his ret"oms or hedge against losseso

This step requires thoi*ough investigation.. Except when

a loan is to hedge against losses (for example, a loan

to enable an operation alrea”™ iIn progress to continue),
all loans should help the farmer to maximize his returns.
The farmer®s investment in crops, livestock, poultry and
side~line production must be investigatedo The relation-
ship between a farmer®s cost of production and the present
and future market prices must be detemiil3ed= If a loan

IS proposed iIn a case where costs exceed maricet prices,

the loan will certainly not be beneficial, much less,
maximize profits. In cases such as this or even when a
small profit iIs expected, the association should attempt
to persuade the farmer to change his plan to one that will
yield greater profitso The farming techniques, family
labour, land and facilities of the farmer must be adequate*
For example, a farmer applies for a loan to start a
poultry operation. This operation may be profitable imder
normal circumstances. But the farmer must have adecjuate
knowledge and technical skills in poultry production if
the loan is to benefit him and give a return higher than
some alternative enterprise. Once again, the associa-
tions responsibility iIs not just to evaluate the loan
application. It must also help the farmer develop a
better plan for loan use or improve his present one. Loans
for investment in land or expansion of farm facilities
must be made only where the investment will yield a return
greater than the interest and depreciation costs. If a
loan is proposed for the purchase of land, the returns to
the farmer from the land must be greater than the interest
on the loan. If a loan is proposed for purchasing a water
pump or power tiller the additional returns or the reduced
costs from using the equipment must be greater than the
interest on the loan and the depreciation costs. Another
consideration will be whether the size of the machine is
large enough or too large for the farming operation.

The borrower must indicate the total amount of capital
necessary to complete his farming plan or operation.
Then he must indicate how much of this total amount he
has to borrow from the association. The total amount of
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capital required may be estimated from ppevaliin”™ costs«
The amount to be borrowed from the association depends
on the arOTint -theborroAa can provide on his own..

(iv) A borrower®s-loans, either s&cm”™® or us"&nuled, must

not exceed the maximum amount allowable as set by
resolution of the Members®™ Eepre”entatives Assembly and
the Meatte+s” Credii5«<S8gg 2=/ Oonmittee. These
limits apply to the total affldutt borrowed by an individual-"
not to each loan. Thus, the amount of a loan
will be determiaed by inedinun amounts allowable and any

outstanding-loans by the borrower.

(v) Whether a secured or unsecured loan is made depends on
the jgjooruin-"-arcantB allowable for each type set by the
Membeijs® Representatives’Assembly and the borrower®s
credit-standing. If the total amount of a loan applied
for is greater than the total allowable for either
secured or unsecured loans, the amount must be all-oo&ted
between secured and unsecured loans. More un&ecured
loans should be provided because most smallholders lack
sufficient collateral for Secured loans.

(vi) The maximum term for farm credit loans is five years.
The association may make loans with terms less than-i-five
years. The actual term of a farm credit loan depends on
the actual time period used, harvest times, repayment
capabilities, etc. Loan terms must be made iIn aooordaiooe
with provision of the Regulations Governing Operation of
Supervised Farm Credit Programme by area Farmers-®
Associations.

Extension of Loans

After screening and final approval or disapproval of each loan

by the general manager, the association shall inform the applicant,
promptly of the results. There are®™ two types of notification
forms (see attached forms) to be used. One form indicates approval
of the loan. The other form indicates that the loan is not approved®
When a loan is not approved, the farmers® association must give a
brief explanation why the loan,was not approved. When a loan is
approved, the association shall arrange a suitable date for the
applicant to present himself at the association to complete the
necessary loan procedures. When the applicant arrives at the
association, the credit man arranges the terms and method of
repayment (in one lump sum or instalments),

11/-
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Care must 'te izalen in drawing up a loan receipt (loan contract),

() All writing must ‘'ke neat and clear»

(i1) On the receipt, the amount of the loan must te written
in the appropriate language- and in Arabic numerals.

Example; M$265«31
Two hundred sixty five dollars and thirty

one cents.

(ii1) Bo arhitrary revisions in the contract are permitted
after it has "been drawn up.

(iv) If any revisions are made, the borrower and guarantors
must acknowledge such changes by a signature on the

loan receipt.

(v) The credit man must check the approval of each guarantor
by either a direct visit or a confirmation of the
guarantor”s signature from the associations®™ records.

After the loan procedures have been completed, payment of the lo-an
shall be made immediately or when the borrower needs the loan.

In principle, payment shall be made by crediting (depositing in)
the borrower’s current deposit account,, The words *paid from
Supervised Parm Credit” shall be written in the particulars column
of the borrower®s passbook. This will strengthen the loan
contract and reduce the chancos of corrupt practices or abuseso

Supervision

Supervision is a vital part of the Supervised Farm Credit Programme,
Loans and their supervision are like a pair of scissors. Neither
can function properly if one side is missing, A loan without
adequate supervision will be ineffective. It will result iIn
increasing burdens for the borrower and increasing difficulties

for the association.

Supervision can be divided into two major parts. One part
is inspection on proper use of the loan. The other is technical
guidance on loan use. Inspection on proper use of the loan is
the responsibility of the credit man. Technical guidance should
be carried out co-operatively by the credit and economic sections,

(1) The purposes of inspection are to oheck;-
(@ 1T the loan is being used for the proposed purposes;

(b) whether the farming operations are carried out as
planned; and

(o) if there is any waste in using the loan.

12/-
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Tile inspection on use of the loan should be oaafiied out
within one month after the loan is &3tePldak, |If the
inspeotion sovjs that a loan has bestt= 1ifrpPSSWly used,
the-association (credit man) .S\ izoe the T?aW»er to
make the ne<essaZ”-correction™ If, one and a half months

after the loan ha® W e n - 1 h e does not
use the loan, or plErt3TIMEO to use the loan improperly, the
association Wisif take (except iIn: special
°I3raH3fi|§|iec™ to colleot the piasUJwal”and iniierest,
; to I>EOWEBAT of the "1™ eoni3*acto
S(ii) su<jcess of the~Suj>e3rvls«d Farm Credit Pro-gramme

to a great extent on the technical guidance on the

&e-. of individual loans. Usually it is stated that the
fhiala factors of production are land, labour and capital.
Sut.a successful operation calls for.another important
el  This"element s ._management skill. example,
a.a\e that two farmers A and B have equal quantities and
QT Ities of the production factors land, labo-ur and
gpitalc They use these factors to produce the same crops#

m Will their production be the sare?. ,Fo, not if they use
theiu? land, Jlabpur and capital differentlyo Production
will vary, depending on the combination and utilisation m
of land, labour and capital. In other words, the skill
or debision-"making ability to combine and utilise land,
labour and capital is another important factor of produc-
tion, Technical guidance should be directed towards the
important factor of farm management skills.

A Tarmer may purchase land, equipment, planting material"Si
labour, etoo But he®cannot buy farming techniques or farm
management skills. A farmer can acquire these skills only
by experience, study and instruction. One of the major
objectives of the Supervised Farm Credit .Programme is to help
farmers improve their farming techniques and management
skills through the extension of loans. Technical guidance
may be conducted in several areas.

(@ CGuidance on the use of the loan. For example, with a
seed loan, technical guidance should help the farmer
select high,quality seeds and use improved planting
and cultivating methods. Technical guidance with a
poultry loan should enable the borrower to select an
improved variety of birds and use good production
methods. Guidance on selecting a dependable model
and using proper maintenance practices should be given

13/-
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with a power tiller loan. Technical guidance of this

Without such gnidarlce an. effective level of loan use
will not be attained.

(h) Guidance on the whole farming operation. The guidance
will cover the whole scope of the fanning operation*
This involves providing general agricultural knowledge,
assisting the borrower to make a good farming plan (how
to best utilise his land, labour and capital) and
presenting profitable alternatives.

(©) Synthetic guidance. The ass-oolation may- provide technical
guidance on the farmer®s farm, family and rural life
(synthetic guidance). This ty.pe.of guidance attempts,
to assist the farmer iIn improving every aspect of his
life. Technical guidance of this sort is g’ite large in
scope. It requires the association to mobilize consider-
able resources. Due to the limited human resources of
farmers™"I™\et10"guidance cannot be undertaken at the
present time. However, this is the level to which the
association should aspire.

When the credit man visits the borrower for after-services
(supervision), he shall record his findings on the record
form. The record should show.when or if the borrower has
mcompleted use of the loan as-—proposed. It should indicate
the present state of loan utilization and any special
teolinical guidance needed by the borrower. In supervising
farm credit loans, the credit man should obtain technical
assistance from the extension section.

Collection of Loans

The Supervised Farm Credit Programme is not a relief meas-ure.
Loans that are extended must be collected- back. If the
association fails to collect i1ts loans, the programme will fail«
For this reason, the loan collection ratio iIs used to measure
the success or failure of a lending programme*

Provision of the Regulations Governing the Operation of
Supervised Farm Credit Programme states that 15 days before a
loan is due, the farmers™ association must inform the borroner

in writing of the date, principal and interest due and request
payment.

14/-
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,1he asso.ciation should aim towards 100 per cent oolleotion
of dts loans. In. actual practice this target is- rarely obtained.
Over-due "loans, willLoccur even _though the Supervised Farm Credit
Programme provides low interest loans with favourable terms and
strict -supervision with technical guidance. A certain amount of
slow-repayment, ad. defealt is inevitable/™ The association must
4ry to keep this as low as jpossible,,. ,

Failure®to repay a loanmn. time may be due to forcee"beyond
the control®of the borrowerc Or, "tre” failure® may be the"fault of
the borrower® Forces beyond®“the control of the borrower include;-

(1) natural disasters (calanities);
m(ii) disease br- insect damage resulting in partial or complete
"loss of cropsl and™ *
(iti) serious illness of the"borrower or borrower’s family,
® “requiring medical expenses to be paid with money set aside
mfor repayment of the . loan.

When"-failure to :nmake mthe repayments®is beyond the control of the
borrower, the association may grant,an extension. However, the
borrower must request an extension giving reasons why.an extension
iIs" ned,ed,.— _T.- much pressure by the association may force the
delinquent borrowermto repay the loan by borrowing from another
source at a much higher rate, of interests The borrower must make
the request at least 10 days before the loan is due. Upon receiving
an application for an extension of a loan, the credit section shall
send the credit man to investigate the Situation. The, credit man
should .ascertain It the reasons given for delaying repayment are true
and the degree of any crop losses, eto», proposed term of extension
and proposed method of repayment. The credit man then submits his
findings and recommendations through the chief of credit section to
the general manager. If the reasons given for an extension are not
satisfactoryj the association should not permit an extension. The
association must inform the borrower immediately of the approval or
disapproval of an extensiono The forms to be used are the same as
those used when.informing a borrower of approval or disapproval of

a loan. m . ,

"When a loan becomes over due the credit section must make an
immediate attempt to persuade the borrower and guarantors to make
prompt payment. [If the loan iIs over due because of the borrower®s
carelessness or negligence, ae” or two visits by the credit man
will usually persuade the borrower to make the necessary payment.
However, if the borrower shows no intention of repaying, attempts
at simple persuasion are not enough. When a borrower lacks

15/-
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of sincerity is obviousi the association should take immediate
legal action to collect the loan. In cases, such as this,

leniency by the association will encourage other borrowers to

disregard their responsibilities..

As mentioned earlier, a certain amount of over-due loans
are inevitable. It is difficult to determine a point beyond
which over~due loans are unacceptable. The association must
consider both the percentage or relative amount of ove3>due
loans and the absolute amount of over~due loans. According to
provision 32(2) of the Regulations Gtove3?ning the Operation of
Supervised Parra Credit Programme by Area Farmers' Associations,
the total amount of over—due loans at the end of each month shall
not exceed 5 pe™ cent of the total amount of loans outstanding®
Provision 32(2) of the same regulations states that the associa-
tion shall make every effort to collect an over-due or delinquent
loan from the borrower and his guarantors through informal urging,
arbitration or legal action. AIll farmers' associations shall

observe these provisions.'; =

Borrowers a*d guar”~tors who have had over-due l.o”ns for
a, long period of time may be penalised by not allowing them to

borrow from the association for ,one year.

Record-Keeping, Statistics and Reports

An adequate method of book-keeping, reooMing statistics, and
malcing reports is important in any field of busijness. . It is
especially important that the agricultural credit prp~a”e, use
an efficient method of record-keeping. Prom, the records,, reports
and statistics, the association can chart the process .and
evaluate the success of the profamme. All Farmers' Ass.apia'fcions
participating in the Supervised Farm Credit Programme.are... .
expected to carry out the necessary record-keeping, statistical
work and report preparation,

(i): Record-keeping-. ,

Usually,-'there'are mix-prooediirai’isteps for each '
loan, from ai)plication to-coilectiOh,"” They are;” ™
(1) applicationj' (2) farm visit; (3) screening;
(@) extending loan;, () superyision;-and: |

;(6) .collection. The. forms, books and:.other related
papers to be used for each step are shown below.
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The detailed reetiiods of coiiipleting the various forms and books

are explained below

@®

Application for Supervised Agricultural Loan (Form 1)

(@ Upon receipt of an application, the credit section
assigns it an gpliatf."-_jJ?, number (upper right commer)
and regisiers it in the aecord of Processing Applica-
tions (Form 3)» -

(®) Check the membership card number and membership
qualifications, putting a chock ” ' mark In the
appropriate space under the member”ip-/status column*

(© When the loan iIs made, assign the borrower an account
number (upper left comer). The account number is a
control number given to each individual borrower. It
is to be used when recording any transactions concerning
the borrower. An account number shall be given to only
one borrower and one borrower should not be given more
than one account number.

(@ Applications shall be classified into: (1) Tminvesti-
gated; (@ investigated but not yet screened;
@) not 5>proved; (™ approved but not yet extended;
and () approved and extended. Applications are then
filled in order of application number. Applications
that have been approved are filled in order of account
number .

(i) Records of Farm Visit (Form 2)

Gii)

See 11l Farm Visit,

Record of Processing Applications (Form 3)

The purpose of this record is to chart the processing of
each loan application. The record should show in detail
vilen and how each loan is processed. For approved loans,
recording must ke. completed to the last column "Date of
First Supervision™, Loans not approved must be recorded
to the Date screened” and "‘Date of Notification” columns.

(@ When an application is received, record in order of
the application number, name of applicant, amount
applied for, and date of “plication,

() Record the dates of other setps as they are carried out*

(© Record the amount of loan approved under the "Amount
Approved” column. If a loan is not approved, write
“disapproved” in this column.

18/-
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(d) Statistical records should be kept of the
num*ber cf hou®reholds applying for loans,
amount applied for and amount approved.

Notification of Screening Results (Porms 4 & 5)

when a loan is approved or not approved, ,the applicant
must he informed by using either form 4 or form 5»

IT the loan is approved, a Receipt for Supervised
Agricultural Loan (Porm 6) should be sent along with
form 4-

Receipt for Supervised Agricultural Loan

(@ After the receipt for the loan has been completed
and the borrower is ready to use the loan, the
association shall make immediate payment of the
loan to the borrower.

() The type of loan, amount™ and method of repayment
stated in the contract shall correspond with those
approved in the. loan application.

(© When a loan is to be extended in instalments, a
receipt (contract) shall be drawn up for each
payment. The number of payments and contract
numbers of the loan shall be recorded in the
“"Remarks” collumn in the upper right corner of
the last page (Receipt page 3).

(d) When loans for more than one purpose are extended
to d borrower at the same time and areto be
repaid in a lump sum or in instalmentsat the same
time, they may be combined in the same receipt
(contract). When loans for more than one purpose
are extended at the same time but are to be repaid
at different times, separate receipts are required.

(e) Security for secured loans, shall be listed and
described in detail on page 3 of the receipt.

() The Instalment Card should supplement the plan of
repayment table. By recording repayments in this
table, the association will be able to quickly
determine the outstanding amount for each receipt.
The card should be attached to the back of the
last page of the receipt (Receipt page 3).

(@ In principle, receipts for loans should be kept by

by the cashier, chief of administrative section or
general manager, but not the credit man iIn charge

of the loan. 19/-
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(h) When a borrower’s request for an extension of the
repajnnent date is approved, the credit man shall
note the extension and new terms of repajrment in
the "Eemarks'™ of the "Plan of Repayment in Instalment”
(page 2) of the receipt.

Loan Account Ledger of Individual Borrower (Porm 8)

A card system will 'te used in keeping individual borrower-s
accountso The cards should be grouped into three classi-
fications: (@) loans, not yet due5 (b) loans over due but
not yet repaid; and (c) repaid loans. There should be only
one card for each borrower. Explanation includes the type
of loan extended.

Index of Borrowers by Account Fumber and Name (Forms 9 & 10)
These are two subsidiary books listing borrowers by name
and account number« Form 9 lists borrowers by account
number in numerical order. Form 10 lists the borrowers by
nameo One of the books may be omitted If keeping both
books iIs considered unnecessary.

Calendar of Matured Loans .(Form II)
This subsidiary book enables the association to keep up
to-date on loans,as they become due.

(@ Loans- due on the same date are recorded on the same
page of the calendar. One page is used for each date,
~/en a loan is extended, record the due date (or due
dates in case of iInstalments).

(b) ¥hen a request for extension of repajonent is approved
transfer the loan to the new date. "

(© This book shall be filed annually.
Supervised Farm Credit Loans Detailed Ledger (Form 12)

A detailed ledger shall be kept for each sub-i1tem.(loan
items listed iIn Provision of the Regulations Governing

the Operation of Supervised Farm Credit Programme by Area
Farmers* Associations. Total the amount of loaJis made

and repaid each,month and the cumulative amounts. The
amount outstanding at the ?nd of each year shall be brought
forward to the next year.



() Record of After-Service Visits to Borrowers (Porm 13)
When a loan is extended, record the account number,
name, purpose and amount of loan. The credit man records
the date and findings after each after-service visit to
"borronerso Separate records should 1 kept for each
SoAoUo or kampongo

(xi)" Subsidiary Book of Short-term and Long-term Loans (Porm 14)
Short-term loan means a loan for a term (period) not
longer than 12 months. Long-term loan means a loan for a
term (period) longer than 12 monthso Recordings should be
done daily from the accounting slips. The credit man must
reconcile the amount outstanding (balance of short-term
and long-term loans) with the daily accounting reports»

(xi1) Reminder of Loan Due (Porm 15)

When a loan is to be repaid inone lump sun, use the first
row only, cancelling the “Instalment Repayment'” column.
The remainder may be sent either sealed or open,

2
c

Application for Extension of Repayment (Porm 16)

An application for extension must have the consent and
signature of the original guarantors. If an application
for extension is approved, it should be attached to the
original receipt,

(xiv) Over-due Loan Dunning Card (Porm 17)

Any loan more than one month over due, must be recorded on
this card. Details of dunning work shall berecorded until
the loan is repaid. For convenience, the cards should be
kept separately for each S,A,U, or kampong.

Statistics and Reports

In addition to the above-mentioned forms and books, all farmers-®
associations participating in the Supervised Farm Credit Programme
are required to compile various reports and statistical data.

(i) Monthly Report of Supervised Farm Credit Programme (Porm 18)

(@ The T""Cumulative Amount of Loans Made” and "“Cumulative
Amount of Loans Repaid” is calculated from the Supervised
Farm Credit Detailed Ledger (Form 12), '"Balance (Loans
Outstanding)' should equal that shown in Porm 12.

21/-
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(b “Amount of Over-due Loans™™ include any amount -that is
due but not yet paid. Any loan or part of a loan that
IS over due must be recorded. The amount can be calculated
from the calendar of matured lo.as (Form 11).

(©) Cumulative amount of loans made since the start of the
programme (c) equals to the amount of loans outstanding,
at the end of the month (b) plus the cumulative amount
of loans repaid since the start of the programme (d ).

(d) Cumulative amount of loans repaid since the start of
the programme (d)equals the ciimulative amount of loans
repaid by the endof the month (a) plus the cumulative
amount of loans repaid since the start of the programme
till the end of the previous year (footnote 2). The
cumulative amount of loans repaid since the start of
the programme till the end of the previous year (foot-
note 2) is calculated from the annual totals of the
Supervised Farm Credit Detailed Ledgers.

(e) Gunxilative number of households obtaining loans (e) is
the total number of members who have obtained supervised
farm credit loans since the "start of the programme.

The figure indicates the total number of households (one
member-one household) not the nujnber of loans. The
figure can be obtained from the Loan Account Ledger of
Individual Borrower (one household-one card) or from
the last account number shown in the Index of Borrowers
(Forms 9 (2*10).

() Cumulative number of households with repaid loans #)
is the total number of members who have obtained loans
from the association and repaid them in full.®* The
number of Loan Account. Ledger of Individual Borrower
cards with a zero balance indicates the number of
borrowers with repaid loans. The figure can also be
obtained from the *‘check and sign when loan is repaid”
column of Calendar of Matured Loans (Form 11).

(@ The number of households with outstanding loans (g)
and number of households with over-due loans (h) is
obtained by counting the number of cards of Loan
Account Ledger of Individual Borrower. The total
of 1tems (f) and (g) should pqual (¢)- (See
explanation for form 8).

22/-
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(D) The total amount of loans niace for the month and the
total amount of loans repaid for the month should
equal the total debits and credits respectively of

- the Supervised Farm Credit Loan Detailed Ledger, The
amount of over-due loans for the month is the total
amount of loans falling due during the month but not
yet repaid. The figure can be obtained from the
Calendar .of Ifetured Loans (Form II),

~m (1) Four copies of this report shall be prepared at the
end of each month. One copy is retained by the
association. Another copy is sent to the State F. A
Supervising Officer. The remaining two copies are to
be sent to the F.A. Registrar Office, The reports
should be submitted by the fifth day of the following
month.

Monthly Financial Heport of the Supervised Farm Credit Programme
(Form 19),

(@ Total b-udgeted aanount of receipts from F.A. flegistrar
Office should correspond with the amount of Supervised
Farm Credit Funds allocated by th3 F.A. Registrar Office,
The amounts of budgeted earnings from the Supervised
Farm Credit Programme and budgeted disbursements for
Supervised Farm Credit Loans should correspond with
the annual service plan and budget,

(®) 'Receipt for the Month™ and "‘Cumulative Receipts' are
obtained from the long-term loan account of the General
Ledger, “Disbursements for the Month™ and "‘Cumalative
Disbursements' are obtained from the Monthly Report of
Supervised Farm Credit Programme (Form 16), The
bala.ncGs between cumulative receipts or cumulative j
disbursements ..ad the budgeted receipts or budgeted
disbursements are recorded in the "Difference” columns,
Vien the cumulative receipts or disbursements exceeds
the budgeted amount, record the difference iIn red ink,

(© I1%en total "Receipts for the Month™ ecxceed total
"Disbursements for the Month™, record the figure iIn
"Balance on Hand" under "Disbursements’”, Wien total
"Disbursements for the Month™ exceed "‘Receipts for
the Month'*, record the figure in red ink under "Receipts"”
in the "Balance on Hand" row,

/-
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(d) Three copies of the report shall be prepared at the
end of each month. One copy sliall be retained by the
association. The two remaining copies shall be sent
to the State Farmers®™ Association Supervising Officer
and the F.A. Registrar Office. The reports shall be
submitted by the fifth day of the following month.

The association shall attach an additional copy of the F.A.
Monthly Financial Report (balance sheet and profit and loss
statement) to each copy of the Monthly Report of Supervised
Farm Credit Programme,

Credit Iran’s Field "Work Report Card (Form 20)"

The credit man shall complete this report daily, submitting It
through the chief of credit section to the general manager.

Miscel laneous

In addition to frequent educational visits to farmers, it -will be
necessary for the credit man and extension mwrker to hold members*
plenary meetings et least once a year to explain the Supervised
Farm Credit Programme.

In judging a borrower®s repayment ability, the association should
make good use of the members” credit-standing screening records
and members® information csirds.

During the first several years of the Supervised Farm Credit
Programme, the salaries, travelling allowances, stationeries,
equipments and other items necessary for the operation of the
prograime wLI1 be subsidized by the govermment. Except where
specifically indicated by the Registrar of Farmsrs®™ Association
or the State Farmers®™ Associations Supervising Officer, the pilot
associations shall bear no cost for operating the programme.

It is necessary that the credit man In co-operation with the
extension workers, prepare various materials and information to
enable the programme to run smoothly. These include:-

() current market value.s of land and houses iIn the area;

(i), geological distribution (nature of soil) of the culti-
vated land in the area;

(iii) types,,of crops grown In the area and thelr acreage;

(av) seasonal cropping patterns, cost of production of various
crops, their market prices,etc. ;

) farming techniques;

24/-
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(vi) costs of livestock and poultry production, market prices,
production techniques, etc.;

(vit) costs of side-line production, market prices, techniques,
etc.;

(viil) various wages paid;

(1X) standardized designs and estimated cost of construction
for livestock and poultry pens and sheds;

) market prices for farm machinery, tools and imterials
including seeds, seedlings, fertilisers, etc.

For members®™ convenience, loan application forms may be deposited
with the chief of each small agricultural unit.

The order of priority for investigating loan applications shall
not be based on the chronological order in which an application
IS received. Priority for investigation shall be based on the
degree of urgency for each classification. In any case, the
processing time for each application from receipt to notification
of screening results, should not be more than five days.

The farm visit should be conducted during the farntEr®s leisure
hours. The farm visit should be planned before hand and be
conducted in such a manner as to save the farmer’s time. The
investigation should conduct the farm visit in such amanner as
to gain gie farmrrEr’s cD-Qoej*atiori confidence,

A monthly schecaile of field work should be arranged in consulta-
tion with the extension section to co™-odil™e their activities
and obtain assistance iIn the supervisory work. In addition, the
credit section must arrange its field work so that a credit man
or other person is always available to carry on the office duties.

The First time a borrower obtains a loan from the association,
it Is necessary to request the presence of the borrower and his
guarantors at the association to sign the loan receipt. The
receipt should be sigied In the presence of the credit man in
charge. Also, the association should obtain sample signatures
of the borrower and guarantors for future reference. There
should be a sample signature card for each member of the
association. The sample sigpatiire card should -contain the date
and plaee where the sample signature was obtained. The cards
should be filed in alphabetical order,

, 25/-
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In principle, payment of loans are to be made through the borrower®s
current deposit account. The credit man will make out a voucher
(slip) to record the transaction. Each borrower shall be requested
to open a current deposit account in the association’s credit section
when he obtains a loan.

The main accounting procedures in handling the Supervised Farm Credit
mProgramme are as foUows*.-

(1) We the association receives a Supervised Farm Credit
Loan from the revolving fund (F.A. Registrar Office),
debit the "‘cash on deposit-banks' account and credit the
"long-term loan'" account for the anount.

(i1) When a loan is extended to a borrower throu”™ the current
deposit account, debit "unsecured loans™ or '‘secured loans'
account and credit the *‘current deposits™ account for the
amount,

(iii) When the borrower withdraws the loan from his current
deposit account (uses the loan), debit the "‘current
deposits'” account and credit the "‘cash on hand™ account
for the amount withdrawn.

(iv) W a borrower repays a loan (principle plus interest),
debit the "‘cash on hand” account and credit the "‘unsecured
loan" or "secured loan" account for the principle and debit
“'cash on hard” and credit "interest income” for the interest.

V) Ven the association repays a long-term loan to the F.A.
xiegistrar Office, debit "long-term loans” and credit *‘cash
on deposits'” for the amount repaid,

(vi) At the beginnfeig of th"™ fise” year, ~“en the profits of
the credit programme from the previous year are transferred
to the associations permafient csredit fud,, debit "profit —
previous year'" and credit "special fund” sub-item "Farm
Credit Fund” for the amount transferred.

When a loan is to be paid to a borrower, the credit man writes out a
voucher (transfer slip). The voucher is submitted, with the applica-
tion, record of farm visit, receipt for loan, iInstalment card and loan
account ledger of the individual borrower, thr-ough the chief of credit
section to the general manager for approval.

When a loan is repaid, the credit man prepares a voucher (cash receipt
slip). The voucher is submitted with the receipt for loan, loan
account ledger for the individual borrower and instalment card,
through the chief of credit section to the general manager fcr
approval .

26/-



The credit man in charge shall keep the daily records and books
concerning the credit propraiure. These records and books should
be frequently checked by the chief accountant and general manager.

Once every tliree months, a letter of inquiry shoiald be sent to
borrowers by the general manager (B2 chief of credit section
checking if their amounts of outstanding loans coincides with
the amounts shown on the books of the association. This is to
protect borrowers from currupt practices,

When loans are made in kind, the transaction mast be recorded
using the dollar values. When loans are repaid iIn kind, the
transaction must be recorded using the dollar values. For
exanple, if the associations loan a farmer-member 100 lbs, of
fertiliser valued at 5, the transaction is recorded as a $15
loan. IT the loan is repaid in padi valued at ™16, the transac-
tion is recorded as repayment of a ;)15 loan and ™1 interest.
However, both the quantity of goods to bo loaned and/or to be
repaid (principle and interest) and their respective dollar values
must be stated In the loan receipt.



Form 1

Farmers” Association

Apiplication for Supervised Agricultural Loan

Account Noj; Application No;

Please fill in only within this frame

Recommendations by Investigator Comments Decision
Amomt by ﬁre;:l:it by General
- Chie
Purpose eeded Team Comments Manager
b
I
$
$

Date: Date: Date:



Form 2

Records of Farm Visit

1. Family: Date of Visit:
Commercial -
, Work
Faming and oro:qursfor In school
Industrial others
sex ol Full  Part Farming Kon- Prim. Sec. Coll.
time time farming
M
F
Total /
2. Farmi

3. Main Assets;

L. M. S. Large - Medium - Small



Forui 2 (cont'd)

. Main Liabilities;

Name of Debts in each Debts in kind Date of Purpose giﬂg:‘éﬁt
creditor Description Quantity Value  borrowing rate.)etc.

5. Unusual autlayis during last years

Amoimt:

Purpose
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Form 4-

No*fcifiN"tion of ,Se™eening Resul-fcs
(Approval of loan)

Sir,

This is to inform you that your application for a supervised
farm credit loan has "been screened and approved# The terms of the loan
are listed in the following table* (See below)«

You are requested to sign the attached receipt, obtain the
signatures of the two guarantors, and return the receipt to the
Association. Or if you prefer, you may present yourself at the
Association on ., ,,.,»<. =.. 0,». 0,..«. .0.0 to sign the receipt and

complete other necessary procedures.

On the date you desire to commence use of the loan, present
yourself at the Association to receive the money*, (interest on the
loan is calculated from the date the money is actually reoeived).
Also, you are requested to make, iIn advancej a plan for the method of
repayment (one lump sum or instalments) and the date of repayment*

Thank you.
i~ " .
EEERR - Amount Amount The maximum
Loan Items applied for F.A. approved term Remarks
$ $ year (5)
month(s)
year (5)
month(s)
year (S)
month(s)

Signature



Form 5

Uotifioa-bion of Screening Resultn
(Disapproval of loan)

Sir,

We regret to inform you that your application for a
supervised farm credit loan was not approved as a result of screening.

(Please see the reasons stated below). Thank you.

Amount
Loan Items applied for Reasons for disapproval Remarks

$

Signature

.0. Farmers®™ Association)



Form 6

Ii I'tkAHIrs, ...0,,..C 0.,. (hereafter called the "borrower
and legal represontativQ; hereby have borrowed the sum of
M$ oc 0... (Malayan dollars @®».»»0,.».. =»*_«0 O.cooo ... ®. Oonly)
or in Kinds 0,,0 5000 , . » . @»..0uccccucaunn- 0,00

from F.A* on mortgage with the security as listed in the detail of the back
page of this agreement. The borrower is also willing to comply with the
conditions stated in the following:-

1. The tarma of loan; from to for

2> The principal and interests of the loan will be repaid according to
the repayment plan scheduled in the back page of this agreement.

3» The rateof interest;
4. The rateof forfeit against the loan over duej

5 The F.I.may collect back bothprincipaland-interest of theloan
from the borrower at all times iIn the event that theborrower has
failed to use the loan iIn accordance with the purpose as originally
proposed.

6. The F.A. and the relevant supervision agencies may at any time or
from time to time despatch their supervisors in charge to inspect
if the loan has been used properly and the security for mortgage is
really true.

7»  This agreement (receipt) will come into effect as soon as it is
signed by the borrower.

"8. The place for repaying loan and interests shall be the Credit Section
of the F.A.

9. The Undersigned agreed to take full responsibility in jointly and
severally guaranteeing the repayment of the loan and interests, and
relinquish the rights of any legal action.

Borrower:
Signature
Address:
Guarantors )
Signature
Address;
Guarantor:
Signature
Date: ,..,,0.,.-«0,=.».. . ," . Address: «. 0,0,.«.0=0..,.«.. .0,,

The Undersigned confirms that the .above signature was signed by myself*

1. oe.o 00...0.0. Date:
Guarantor’s signature

2. Date: ............ .-0, F
Guarantor’s signature



Form 6 (contdo)

Receipt for Supervised Agricultural Loan
Account No; Contract No:

Purpose Amount Remarks

Total

1. Detail record of security

i

Right over the security Description
Location .
b Sphere Regis-& Sequence Termm of Inzginge
—  Date 9 q of : Clas- Acrea™ - - security Y
QRegistered - tered _of con>, sifi- or Estimatal *
right numbei® right o~ cati- 1 value f
ﬁ ation gn
§l
H
i
Date Quantity Place
,handed handed Quantity Value Insurance
over 1tem over taken Balance per Total of status Remarks
to out unit value storing
. FoAo FeA.
1 k
2
(O
G
I X
— MY
2. Plan of repayment in instalment
To repay in instalment
Remarks
Date Principal Interest

First repayment
Second

Third
Fourth

Fifth
Sixth
Seventh
Eighth
iJinth
Tenth

Total



Form 7
Instalment Card

Accoiuit No; Borrower®s Name:

Dr. Cr. Balance
NOe Date (Loans made) (Loans repaid) (loans outstandinf;)
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Form 9

Index of Borrowers
(By Account MraxEr)

Year;

Membersliip
(Kampong; qualifications

Account Name of Borrowers



Form 10

Index of Borrowers
(By Name of Borro?;ers)

Year: Name of S-A-U/Kampong

Account Remarks
Name of Borrowers Niarm] Address



Form 11

Calendar of Matured Loans

Due Date:
Item of Loan Account Name of Borrovrers mPrincipal QI.'ed: and Remarks
Due 13ign Here te Picai
No. Bim Ropaid  (ate Piepaid)

Sub-total



Form 12

Supervised Farm Credit Loan Detail Ledger

Sub-item CCtem of Loan)? Page
Ship Borrower "a Dr. Cr. Balance
Date No Account  Sxplan&tion (Loans (Loans (Loans Out-
Type - No. Made) Repaid)  standing)
B.F.

C.F.



Form 13

Farmers® Association

"Hame of S,A.U=/iCcimpong;

1st Visit 2nd Visit 3rd Visit

Loan Date
Accoji’l; .. of
I'n e Purpose Amount Loan Date Find- Date Find—.Date "Find- Remarks
made ings ings ~ngs

v
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Dr,
(Loans Made,

Form 14

~ibsidiarv 150k of erm_ nim

Cr.
(Loans pLepaid;

B meme
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Sir,

Form 15

(REMIUDER OF LOAN DDE)

This is to inform you that the folloiving loan(s) you have borrovired
from your "Mssociation, is to be due/have now been overdue, (Please see
the table shoim in the follow/ing) 0 You are requested, therefore, to
prepare for repajnment of/repay the said loan(s) as soon as you have
received this letter. Your aooperation Will be appreciated.

Loan
Etera of Loan outstanding "Instalment

P

Principa,l and Interest Due

repajTiient

"1st )
repajonent

2nd
repayment

:3rd
repayment

mkth
zrepayment

5th
> repayment

6th
repayment

7th
repayment

8th
repayment

Oth =

repa.yment
10th

repayment

Signature

Farmers® Association)

Date )
Principal Interest fotal W&  Plemars
J 1
1
1



Form 16
Ap-olication for Extension of Repayment

ONIig to  the reasons stated below, |1 hereloy apply for the
change of repayment schedule as in the following

Signature

The undersiglied agreed to continue to talee full responsibility
in jointly and severally guaranteeing the repayment of the Icji,

Guarantors
SiMnature

Guarantor;

ioxgnature
This colunm t be filled in by the F.A,
Fogyi™rent Plan after bource  Originals

Extension of Contract
Date Principal Interest Date Principal Interest repa.yment No.

Original RepesTflent Plan
Item of Loon

s=m

Date of Ejcsiiiination

Bate of Notifica-tion
for Disapproval
Comments and -~"yporovall to the borrower

Credit Mai Credit Chief General Manager

Signatiore Signature "i>igature
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Form 18

Monthly Report of Supervised Farm Credit Programme

Date:

Notes: (1) Amount of long-term loans M? , forms of
the total amount of loeais.

@) Curaulative amLint of loans repaid since the start of the programme
till the end of last year MS

@@ O = 6+0

w O = 6+
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Form 20
Credit Man*a Field VJork Report

Uame: Month;

Prearranged Report on Actual Work
Working Places
Investiga- Supervisi-
AM. PoMo tion on
iouseholds Households

Dunning
Households

Year:

Chief

of General

Remarks Credit Manager
Section

Notes: 1, credit man shall fill in to-day’s prearranged working
places and the previous day®"s actual work and submit it
to the general manager through chief of credit section
by 8.30 A,M. every day, except holidays and indoor service
days which do not require such report.

This report card shall be usually kept by the general

manager(



lo

3.

APPBN13IX 11

REGULATIONS GOVIIMIQG .OPEBATION OF SUPERVISED FABM
GItiDIT PaOGWiMB BY AREA FAPJCBRS * ASSOCIATIONS

™

@

€)

@

@)

Chapter 1 - General

An area farmers” association shall accept supervision,
investigation, auditing and guidance hy the Registrar of
farmers” association or his appointee(s), State fammers®
association supervising officer or his appointee(s) and
other agencies as may be appointed by the Registrar.

There shall be a separate fund established for the purpose
of Farm Credit Programme and a separate account kept for
the same,

The said funds and accounts shall be segregated from those
of other services of the credit section,

All earnings from implementation of the Supervised Farm
Credit Fund are to be accumulated in the credit section

to build up a permanent lending fund and not to be further
distributed,

A farmers®™ association may negotiate with and apply to the
Registrar through the Supervisor for loans for relending
to the farmers,

Such application shall include a detailed’plan of lending
and repayment of the loans,

The Supervised Farm Credit Fund shall be deposited with
any banking institution(s) approved by the Registrar.

The Supervised Farm Credit Fund shall not be used for any
purpose other than the approved loan,

Rate of interest on loans from farmers®™ association to
members for agricultural and side-line production shall
be as determined by the Registrar ftom time to time,

There shall be a committee for screening the members®
credit standing In each farmers®™ association to study and
decide the maximum amount of loan allowable for each
individual farmer, to give advice relative to the credit
service and members® credit need to the farmers®™ associa-
tion.



8, (O

Fund shall make savings in the“credit section after
harvest of his major crops in amount at least equal to
20 per cent of his loan on time deposit hasiso

(2) Any violation to the use of the Fund other than that
approved by the Registrar shall be subjected to either of

the following actions being taken by the Registrars-

(i) Warning with order to improve.
(i1) Punishment of the farmers®™ association general
manager, credit chief and credit mano
(ii1) Legal action on the grounds of breach of contract,.

Chapter 11 - Application and Lending Procedures

9, 1) Any member of an association shall be eligible for a

10,

11.

3)

C)

loan under this programme.

(2) Application for loan shall be submitted to the General

Managero

the credit section to investigate the credit standing,
assets and liabilities, farming operation and farming
plan, actual need of fund and repayment capabilities of
an applicanto

Manager may approve the loan on such terms as he may
stipulateo

All records of such investigations as have been carried
out by the credit section shall be kept and reported to
the Board of Directors once every month.

Chapter 111 - Extension of Loan

Farm loans shall be extended only for the purposes of
farming, crop and livestock production and for the

purchase of agricultural implements and fertiliser, and
includes the following;-

3/-

Farmers who #Dorrov money from the Supervised Farm Credit

Upon receiving su.ch application the Manager shall require

Upon the recommendation of the credit section, the General



- 3-

@ Seed and seedling
(2 Food
(@ Draught cattle
(4 Dairy cattle
(G Boars and sows
(6 Pigs
(7 Poultry
(8 Other livestocks
© Pumps
(10 Power tillers
(11 Other farm machinery and tools
(12 Ox-carts and other vehicles =
(13 Drying grounds
(14 Hog compost houses
(15 Cattle harns
(16 Other farm installations
(17 Land improvement
(18 Wages for production
(19 Materials for farm production
(20 Materials _for side-line production
120 All such loans shall he suhjectedto personal guarantee,

usually two guarantors and/or collateral security,

130 The types of loans that may be made available to members of

associations and their terms and conditions of repayment

shall from time to time be determined by the Registrar.. In

determining the amount, the term and the repayment schedule

of a loan, a participating farmers®™ association shall refer

to the following criterias-

D
@

Maximum term of a loan shall be five years»
Maximum amount of loan to a borrower will be set by
each farmers” association taking account of purpose

of loan, farming seasons and borrowers® repayment
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caa bili"tyo The farmers®™ association shall also
take account of the limits set by the mem“bers®
representatives meeting and the borrowers®™ credit
standing as screened by the members® credit

standing committee«

(3) Term and repayment
In the case of crop production including seed and
seedling, fertilisers, other materials and wages,
the farmers” association determines the term and
the repayment schedule according to the length of
period between the date of contract and the harvest
time, the frequency of harvesting and the value

of produce.

1.11 loans issued under this Programme shall be used

specifically for the purpose for which it was applied,

The Manager shall ensure that no abuse of the terms and

conditions of the loans shall occur,,

Any breach of the terms and conditions of the loan shall

be penalised as the Supervisor deemed necessaryo

The Supervisor shall carry out periodical inspection and
supervision of "the work of the farmers®™ associations and

to check on the use of loan funds by borrowers«

The Manager is required to submit a monthly report on the

progress of operation to the Supervisor-
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Appendix 111

Suggesi:ed Plan for the Experimentation
of a Supervised Farm Credit Programme for the
Pilot Farmers®™ Associations

I. Oh.iectives

To develop a ten-year farm credit programme for the demonstra-
tion of a long range credit plan,

To improve the operating procedures and practices of farm
credit prograjnme,

To strengthen the supervision to the lending funds for the
farm production,,

To promote a permanent and dependable source of lending fund at
reasonable rates and terms.

To provide an opportunity for the credit sections of farmers-®
associations to become self-sustaining, iIndependent of
financial support from govermment.,

Ilo Implementation
Source of Lending Fund

A total amount of Farm Credit Fund with non-
interest bearing iIs suggested to be financed from the govern-
ment agencies concerned provided for the development of
farmers®™ associations for the lending capital of the programmso

Funds to Each Farmers® Association

Each pilot farmers®™ association, upon the investigation and
approval of the State Departments of Agricultiore, be given a
non-interest bearing loan from the Farm Credit Fund in an
amount equal to MI50 per farmer member.

Crowing from Income

The Farm Credit Fund for each farmers®™ association will be
deposited In a government approved bank, and will grow from
income on loans, deposits and repayments fromtiemberso

Repa’/ment of Loans

The loans will be repaid by the farmers®™ associations to the
Farm Credit Fund in five annual instalments beginning at the
end of the sixth year. (See Tables 1, 2 & 3 under Attachment I)o

utilization of Loans

The lending fund should not be used by the farmers®™ associations
for any purpose other than the loan fund for farmer members. Any
repayments from members should be deposited in a government
approved bank for interest gains,

Building Up of Permanent Lending Fund

Funds and accounts of the Farm Credit Fund should be segregated
from those of other services. All earnings from implementation
of the Fund are to be accumulated iIn the credit section to build
up a Permanent Lending Fund and not to be further distributed.

2/-
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Loss of Eligibility for Partioipatio.n

In the event that a farmers®™ association ceases to conform to
requirements and therehy loses its eligibility to participate in
the programme, it shall repaj™ its loan immediately upon the
demand from the State Departments of Agriculture..

Encouragement of Members® Savings

Farmers who borrow money from the Farm Credit Fund for production
purposes are encouraged to make savings in the credit section
after harvest of his major crops in an amount at least equal to
20 per cent of his loan on time deposits basis.

Members® Credit Standing Screening

A special committee for screening the members® credit standing
should be set up to study and decide the maximum amount of loan
fimd for each individual member. The composition of the
committee will be:-

Chaimman, Board of Directors
General Manager

Chief, Credit Section

. Two from owner-operator members
One from tenant farmer members
. One from member of farm hand

B8

-0
o

The terms of office of the committee members from election shall
be one year. The meetings are to be held at least once in the
beginning of a year. (Screening form see Attachment II).

Supervision

In order to assist the Farm Credit Fund in obtaining maximum
benefit for the farmers, and to ensure the collection of loans

on time, close supervision and guidance over the use of loans
should be exercised by the Division of Agriculture of the Ministry
of Agriculture and Co-operatives, and the State Departments of
Agriculture,

I1lo Lending Procedures
Eligibility
Any member of the pilot farmers®™ associations who needs money for

farming or side-line production is eligible to apply for a loan»

Application

An applicant must fill out an application form and submit it to
the credit section for processing.. Application forms are available

at_the credit section or at kampong office of small agricultural
unit.

Investigation
Upon receiving an application, the credit section shall despatch
its credit man to visit the applicant at his farm to collect

detailed data regarding his family, equity, farm operation and
farming plan, and put down the findings in "Record of Farm Visit”,

3/
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4c  Screening:

Results of the farm visit and the information gathered from other
sources are carefully studied 'by the credit man and recommenda-
tions are made to his superiors on the amount, the term and“the
repayment schedule of the loan. The chief of the credit section
studies the reports and recommendations and submits them with

his own comments to the general manager for final decision.

5 Term and Amount of Loan

The maximum term of a loan will he five years. The amount of
loan to a horrower will be set by each farmers®™ association in
accordance with the limit decided by the members® representative
assembly meeting and members” credit standing screening committee.

6, Repayment Schedule

a. For production of crops; To be determined according to the
length of period before harvest, the frequency of harvests
and the value of produce.

b. For production of livestock and poultry: To be determined
according to the length of period before the selling of
produce, the frequency of such sale and the value of produce.

c. For side-line production; Same as (D).
d. For purpose of construction of farm equipment, machinery

and installation (fixed investment); To be determined,
according to the amount of a loan as follows

Less than MilOO - up toone year
100 - 300 - up totwo years
M$ 300 - 1,000 - up tothree years
M$1,000 - 2,000 - up tofour years
Exceeding ms2,000 - five years

e.. Instalment repayments Loans under (d) which exceed twelve
months iIn term are in principle to be repaid In instalment
according to farming season and borrowers” repayment

capability,

f. Security; Loans are usually assured by two personal guarantors.
However, if necessary, the farmers®™ association may ask a
borrower to provide collateral security,

g- Interest Rate;

Unsecured loans - 0.8 per cent per month
Secured loans - 0,7 per cent per month

Payment of interest is in principle to be made with the
principal for short-term loans. The interest for instalment
repayment loans is to be made with the instalment repayments,

7' Payment of Loan

When a borrower has signed a loan contract (form is shown in
Regulations Governing Operation of Supervised Farm Credit Programme)
with the farmers®™ association, and the credit man finds all
necessary procedures in order, he makes out a voucher to debit the
borrower®s account for the amount borrowed, and credit his passbook
deposit account for the same amount,

4/-
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Depending on the borrower"s need, the payment of a loan may 'te
divided into instalments which are to be paid to him according
to the progress of work involved.

Upon the application of the borrower and approval of the general
manager, the farmers” association may pay a loan to the borrower
in one lump after the signing of the contract»

Repayment of Loan *

Fifteen days before a loan is due, the fanners” association®sends
a reminder to the borrower asking him to pay the principal and
interests If the borrower is unable to repay the loan due to
difficulties beyond his control, he sends a written application
for extension of term and obtains approval from the farmers®
association. Such extension shall be limited to once only for

a maximum term of six months.,

Punitive Interest

When a borrower fails to repay on time as originally agreed upon,
or extended later, the loan is considered delinquent, and a
punitive rate of iInterest at one per cent per month is additionally
charged. The farmers®™ association makes every effort to collect

a delinquent loan from the borrower and his guarantors through
informal urging, arbitration or legal aotiono

After-service to Borrowers

After a loan is made, the credit man visits the borrower to check
if the loan has been used for the purpose proposed, and whether
farming plans are carried out successfully. The extension section
will also despatch i1ts personnel to give borrowers technical
assistance about farming plans and management. The economic
section may also help the borrowers to market their products for
better price and repay the loan funds from the marketing proceeds®

Chain Guarantee Contract

Upon the approval of a board of directors meeting of the farmers’
association, a chain guaranty contract may be made between the
association and the borrowers in each small agricultural unit
under the witness of the chief of the unit beside the ordinary
guarantee to the secured and unsecured loans, if necessary. Under
the contract borrowers in each unit should have the joint
responsibility of delinquency of any other one in the uhlt.



Attachment 1

Plan for Providing; Permanent Capital
for F.A. Credit Section with 1,000 Farmer Members

It ie assumed that a non-interest bearing loan in the amwiait

of M550,000 is made to the credit section of a farmers®™ association to be
reloaned to farmers with an interest rate of 3.G% per annum from farmers.
The operating expenses of the farmers® association will be covered by the
interest income of unloaned fund from depository bank,

2, Based on the experience of the credit service of farmers®
assoclations in other countries, It is estimated that during the first
year, the entire amount will be outstanding four the last six months.

It is assumed that on the average 30 of the funds will be on loan after
the first,

3» Part of the 107 that will normally be unloaned will be iIn
transit and in the process of collecting and re-lending but part of it
will be drawing iInterest from the depositors! bank at a nominal rate,

4, Repayment of the loan by the farmers®™ association to the
Farm Credit Fund will be at the rate of M$10,000 per year, starting at
the end of the sixth year with the final repayment at the end of tenth
year. At that time, the farmers®™ association will have a permanent fund
of approximately the amount of the original loan. Therefore, it will
increase rapidly until it is adequate to meet the requirements of
famers®™ association for credit service, supplemented by iIts deposits,
't that point, rates to fammers can be adjusted according to circumstances.
It is expected that two times as the Farm Credit Fvird will be achieved
from the encouragement of members®™ savings,

(See tables 1, 2 &3 below)
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"Farmers® Association

Members® Credi-t-Standing Screening. Fo™ .

Date of Screenings Account No;
= Name of Member-®s
Membershi .
§ Member®s Name Sex Age Qua|ificat?0n Small Agricul- Address
tural Unit
i
1
mFamily Status and No, in family; No» Working on farm;
Living® Condition
Gliaracter or morality
Capacity for repayment
, (Amount acoumLilitSl Last year: Current year; MS
Record of Use of Loans
_Secord of loan repaynient
Nifas there any Ioan% “ditie
efore]
~ "Principal Liabilities
Income and Expenses Status
mfetimated Annual Income Estimated Annual Expense Balance

Items

, Total
Unsecured loan

Secured loan

(0«00000000000000001
Signature of Chairman

Amount of loan recommended  Amount of loan _dccided bj
by the Committee the AsBociation

coaooeoo0o0 000000 000O600UO0

Signature of General Signature of Chief Signature of
Manager of Credit Section Credit Office
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