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EXECUTIVE SUMMARY

This study aimed to: (a) identify possible alternative
mechanisms of extending credit assistance to agrarian
reform beneficiaries (ARBs); and (b) assess the
effectiveness, viability, and sustainability of the
alternative mechanisms for delivering credit assistance
to ARBs. Effectiveness refers to the ability of a
conduit to provide the necessary credit assistance to
its target clientele when needed; viability measures
the ability to continue its profitable operations
within a given period of time, while sustainability
refers to its ability to maintain and sustain a certain
1evel of effectiveness and viability for a long period
of time.

The effectiveness of a credit delivery mechanism was
agssessed based on the number of clientele served,
size, type and use of loan granted, geographical
distribution of borrowers, loan processsing time, terms
and conditions of t1oan, cost of processing, mode of
rele;se of loan, collection schemes and capability of
staff. ‘

viability, on the other hand, was measured based on
repayment rate, collection mechanisms, trend in number
of borrowers, administrative/processing cost, net
income, capital build-up and monitoring system adopted
by the credit conduits.

Sustainability was assessed based on general lending
and collection policies and, the mechanisms for
savings mobilization and screening borrowers/credit
investigation. Other factors considered were:
management/staff capability, development plans/programs

: (expansion/diversification plans), and linkages with

other financial’ institutions and development
organizations. ' '

The study covered 37 financial institutions and 370
borrowers from Regions 6 and 7. Two research methods
were employed: survey and case study. The samples for
the survey were chosen based on the design recommended
by the Dynamics of Rural Development Program. The
gsample provinces were chosen based on the highest
number of borrowers and credit conduits while the
municipalities were chosen purposively based on the
presence of at least two types of credit conduits and
the peace and order condition. The borrower respondents
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were chosen randomly based on the list of borrowers
provided by the credit conduit. Considering the
sampling scheme adopted, the findings of survey
reflects only the general situation in Regions 6 and 7
and can not be generalized up to the national level.

The case studies cover credit institutions outside
Regions 6 and 7. Subjected to the case study were new
initiatives and mechanisms for delivering rural credit
(i.e., special lending program of the Northern Mindanao
Development Bank), lending investors, people's
organization and non-government organization-managed
lending program and the traditional money lenders.

A comparison of the LBP conduits showed that in terms
of the number of clientele served, CRBs reported the
highest followed by the RBs, then the coops. This
could be related to the size of these institutions and
the magnitude of their operations. Among these
institutions, the CRBs are the biggest, while the coops
are the smallest.

In terms of the number of ARBs served, the CRBs also
rank first (with an average of 639 ARBs per CRB)
followed by the coops (44 ARBs per coop). The rural
banks, again, because of the nature of their lending
operations, serve the least number of ARBs (11 ARBs per
RB).

The average size of loan granted was biggest for RBs
(B27,226) and smallest for the coops. The small size
of loans granted by the coops is understandable
considering that most of the coops are new and their
funding capability is lower. The average capitalization
of the -coops was P87,000.00 while that of the CRBs was
B7 million and the RBs, R6 million. The difference in
average loan size may also Dbe related to the economic-
status of the respective borrowers. RB and CRB
borrowers reported higher incomes and greater
capability to pay compared to the coop borrowers and
therefore, may have greater access to bigger loans.

The amount of agricultural loans granted by the CRBs
and the coops for the period 1989 to 1992 increased
considerably, while that of the RBs declined by about
33 percent. The proportion of agricultural loans to
total loans granted by the CRBs dropped by 4 percent
(from 72 to 68 percent), while that of the RBs
increased by 4 percent (from 59 to 63 percent) and that
of the coops increased by 57 percent (from 40 to 97
percent).

ii
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The increase in the proportion of agricultural to total
loans granted by the RBs is contrary to other reports
that agricultural loans, particularly those that use
land as collateral, has declined significantly. While
that observation may be true for the other parts of the
country, data gathered in Regions 6 and 7 did not
reflect the same condition,

The slight decline in the proportion of agricultural to
total loans granted by the CRBs may be due to the
significant increase in the lending operations of the
coops. These two institutions more or less cater to
the same clientele and the increasing importance of
coops as conduit of rural credit may have diverted the
attention of borrowers from CRBs to coops.

The significant increase in the amount of loans granted
by the coops may be an effect of LBP's efforts to pour
in more loan funds to the rural areas and the change in
LBP policy direction from individual to coop/group
lending. LBP's countryside lending program served as
an incentive for the coops to develop their lending
operations and serve as credit conduit for its members.

The CRBs have the most diversified loan portfolio while
the coops have the most limited loan type. The type of
loan provided by the CRBs vary from agricultural
(crop/livestock) to commercial/industrial and
consumption/salary loans. The coops, on the other
hand, provide mostly agricultural loans.

Among the borrowers, majority obtained loans that were
to be used for crop production. This finding may be
affected by the choice of respondents for this study.
Since the target respondents were small farmers and
ARBs, it is natural to expect that the loans that they
obtained were intended for use in agricultural
production. Despite this, however, the actual use of
loan was found to vary from agriculture (crop/livestock
production) to consumption and business/commercial.

On the average, about 8 percent of the borrowers did
not use their loans for the intended purpose. This
implies that some of the borrowers diverted their loans
to other uses. For example, about 96 percent of the
respondents said that they obtained crop production
loans while only 88 percent actually used their loan
for crop production. The data, however, are not enough
to relate the extent of loan diversion to the type of
lending institution nor to establish the exact
magnitude of loan diversion. For instance, about 17
and 12 percent of the CRB and RB borrowers,

iid
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respectively, who obtained loans for crop production
did not use the loan for the intended purpose. On the
other hand, about 17 percent of the coop borrowers used
their loan for consumption although the intended
purpose was crop/livestock production.

Most of the CRBs and RBs studied indicated that they
process loans in 1 to 2 weeks time. About 38 percent
of the coops, however, take 2-4 weeks to process loans.
In terms of timeliness of loan releases, almost all
(98%) of the RB borrowers said they received their
loans on time.

The inability of the coops to process loan applications
more efficiently may be due to their limited manpower
capability and absence of systematic operating

mechanisms. Most of the coops are still young (1-5
years old) and the systems and procedures may not yet
be in place. In contrast, most of the RBs and CRBs

have been in existence for more than 10 years and so,
aside from their better trained manpower, they have
already developed eff1c1ent systems for rural credit
delivery.

Most of the coops and some of the CRBs release the
loans both in cash and in kind. On the other hand, the
general mode of release of loans obtained from the RBs
is cash.

The RBs reportedly charged the highest interest rate
(averaging 25 percent per annum) while the coops
charged the lowest, as expected. This is because the
coops are provided subsidy. Their loanable funds are
usually provided by the government at very low interest
rates. The low interest rate charged by the coops have
encouraged small farmers not only to obtain credit but
also to borrow from the coops rather than the banks.

Majority of the borrowers said that the banks require
collateral while the coops do not. This is another
reason why small farmers, particularly those who have
small assets to offer as collateral, prefer to obtain
loans from the coops and other informal credit sources.
Meanwhile big borrowers who have collaterals to offer
and who need bigger loans borrow from the banks.

The coops seem to provide the most liberal and
affordable terms and conditions to the small farmers.
It offers the longest maturity period and lowest
interest rate, although the size and type of loans

iv
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granted are limited. This is again related to the
subsidy that is provided to the coops. Coops
areprovided funds at very low interest rate and long
maturity period.

The general perception of the borrowers is that their
productivity and welfare conditions improved with the
help of the loan that they obtained. Although exact
measures of productivity and welfare were not used, the

respondents' assessment of their conditions may be used

as a substitute parameter. This perception implies
that when necessary capital is provided on time to
small farmers, farm productivity, income and welfare
conditions can improve.

The case study of other conduits of rural credit show
the great variability of options available. Except for
the lending investors, all the other credit sources
studied provide loans to small farmers. The lending
jnvestors, have relatively low capitalization and roll
over funds for relending. Because of this strategy of
operation, they require their clients to make loan
amortizations daily or weekly. The lending investors

'studied do not lend to small farmers because the nature

of farming operations and the distance of the farmers
from their offices would make the collection of daily
or weekly loan amortizations difficult and costly.

The lending investors charge an average interest rate
of 36 to 46 percent and they extend loans for about one
year. They generally do not require collateral; they
can process the loan in 2~-3 days but their loan
ceiling for the market vendors is only about B3,000.00.

The private development bank (PBD) studied formulated
a special credit program for the small farmers. It
formed a consortium with a marketing firm and a
provider of technical support to help small farmers in
the area. The PDB provides production loan at the
prevailing interest rate. Loan processing takes about
one week for new loans and 2-3 days for re-loans. lLoan
matures in 8 months which coincides with the cropping
cycle of cassava, the crop raised by the borrowers.

The respective partners in the consortium take care of
marketing and technical advice related to production
Repayments are collected after the produce has beeﬁ
marketted by the consortium. Hence, repayment is 100
percent and farmers reported increase in income and
productivity under this arrangement.
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The credit conduit administered by the people's
organization (PO) extends loan only to the members of
the cooperative which was formed by the PO.:- The
production loan extended matures in one year and is
charged an interest rate of 24 percent. Farmers'
produce are marketted through the cooperative and loan
repayments are deducted from the proceeds after every
harvest.

VICTO extends financial assistance to member coops that
in turn relends to their members. VICTO provides a
wide range of loan assistance and has a multi-stage
system of approving loan applications. Therefore, loan
processing time varies from one week to one month
depending on whether the required approval is by the
regional office or the VICTO management committee. The
interest rate charged is only 12 - 14 percent and loan
maturity ranges from three months to one year depending
on the type of loan.

The other NGO included in the study also provides
liberal terms to their borrowers. Moreover, this NGO
encourages savings mobilization and capital build-up
among its clientele following the Grammen Bank model.
Loan repayment is made weekly during the groups' weekly
meetings and loan processing takes about one to two
weeks. '

The informal lenders charged the highest interest rate,
as expected (36 - 120 percent) although one informal
lender reported he does not charge any interest.
However, this lender requires land as collateral
because he automatically forecloses lands of borrowers
who are unable to pay. Maturity period of their loans
ranges from one month to one year depending on the type
of loan. Borrowers do not have to wait long before
loans are approved since the needed amount is released
almost immediately.

Repayment rate and collection mechanisms are critical
to the viability of credit institutions. However,
repayment rates could not be computed based on
available data because information on matured loans
could not be obtained from the respondent institutions.
The data from the borrowers, on the other hand,
indicated a very low repayment rate - 26, 36 and 41
percent for the CRB, RB, and coop borrowers,
respectively. However, this is due to the fact that as
of interview date, most of the respondents’ loans have
not matured. Nevertheless, around three-fourths of all
borrowers claim that they are always able to pay their
loans -~ 62, 83, and 74 percent, respectively for the -
CRB, RB and coop debtors.

vi
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The credit sources subjected to case study, however,
reported very high repayment rates. The high repayment
rates can be attributed to the production-marketing
tie~up that they employ to ensure higher repayment,

The PO reported the largest number of clientele while
VICTO, the lowest, although they cater to coops rather
than individual borrowers.

The reported amount of loans granted by these credit
conduits ranged from B3 Million (PBD) to ¥30 Million
{one lending investor).

The CIs adopted various loan collection schemes but
most (68%) usually wait for borrowers to voluntarily
make their amortization payments. In terms of form of
payment, all the CRBs and almost all of the RB
borrowers paid in cash while 60 and 40 percent of the
coop borrowers paid in cash/kind and in kind,
respectively. This is understandable considering the
fact that banks do not have mechanisms to handle
payment in kind.

On the other hand, credit sources subjected to case
study have more aggressive collection schemes. Three
of four lending investors usually have collectors who
personally collect payments from borrowers while two
of the three informal lenders also collect loan pyments
personally. Meanwhile, NMDB and PLF employ innovative
schemes such as marketing tie-up and provision of
trucking, respectively, while CARD collects payments
during weekly meetings.

Majority of the credit institutions (CIs) reportedly
encountered problems in collectlng loan repayments.
Foremost of these problems is the non-repayment of
loans due to low production. In contrast, almost all
borrower-respondents (98%) claim that they had no
problems regarding the loan collection scheme adopted
by their creditor. :

Most of the borrowers (76%) claim that they are always
able to pay their loans on time. Those who were not up
to date in paying their amortizations cited occurence
of calamities as a major factor that caused their
production levels to drop thereby preventing them from
paying their amortizations/loans.

The CRBs reported the highest average net income
(R481,444) while some of the coops incurred losses
(average net loss was BR3,887). CRBs and RBs have
higher average gross revenues and expenses because the
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volume of their lending operations are much bigger than
that of the coops. The CRBs operate province wide, the
RBs usually cover one municipality while the coops
usually operate only in one barangay. <

The coops reported the lowest average operating cost.
The lending cost of coops constitute only 27 percent of
its average outlay. Moreover, their administrative
expenses and cost of funds are also low (22 and 2
percent of lending cost, respectively). This could be
related to the smallness and simplicity of coop
operations. Coops usually operate only within a
barangay so the cost of credit investigation, etc. is
expected to be small. They also have limited and less
costly manpower, have limited facilities and modest
offices so their overhead cost (in terms of wages and
salaries, rental and depreciation) is much 1lower
compared to the other CIs. Furthermore, coops are
charged relatively low interest rates by the primary
lending institutions (like LBP) and they usually get
grants from various government and non-government
sources, :

Among the farmer-borrowers, those who borrowed from RBs
had the highest average income (R65,082) while the coop
borrowers earned the lowest income (R43,866). The
income level reported by the coop borrowers who are
small farmers and ARBs is high compared to that
reported by other studies. There is, however, not.
enough basis to determine if these farmers have higher
productivity than the other farmers.

Among the non-LBP conduits, lending investors incur the
lowest lending cost while the CPN Consortium reported
the highest lending cost. Meanwhile, only NMDB, PCF
and VCF reported their net incomes. Among the three,
PLF incurred the highest net income at PF1.167 M and the
consortium, the lowest (R38,920).

Among the LBP conduits studied, the CRBs reported the

highest average capitalization (B7.2 million) while,
expectedly, the coops have the lowest (®87,051). The
savings deposits generated by the CRBs amounted to
P1.8 million, that of the RBs was R1.3 million, while
that of the coops was only PR1l,445. The level of
capitalization of the CIs affect their effectivness in
lending to as many borrowers as possible and the
timeliness in releasing loans. On the .other hand, the
authorized capital of the credit conduits in the case
studies were higher than the LBP conduits ranging from
®500,000 to P95.2 M (NMDB).

viii
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These findings indicate the capability of the banks to
raise funds that may be available for lending and the

©  relatively weak position of the coops, in general, to
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47.

48.
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put up the necessary capital to back-up their
operations. These also imply that coops should be able
to improve their efficiency and raise their own funds
for them to become viable conduits of rural credit.

The fact that the CRBs and RBs have stayed in the
business for more than 10 years is an indication of
their viability. On the other hand, it may be too
early to say if the coops would be viable, on their
own, considering that many of them are still receiving
financial and technical support from the government.

The highest increase in number of borrowers was
reported by the PO. From 506, its borrowers rose to
3,134. But generally, the number of borrowers served
by all credit sources increased, reflecting the
increasing demand for credit for the rural as well as
the urban centers. Even though lending investors
reported increases in the number of borrowers, these
are still low compared to the other conduits.

The necessary qualifications of farmers who are
eligible to borrow differed across credit conduits.
Rural banks put more emphasis on capacity to pay and
ownership of collateral while coops give priority to
membership particularly to members of good standing.
The CRBs, which is a cross between the RBs and the
coops in terms of organizational set-up and functions,
consider membership in coops and possession of
collateral as primary requirements. On the other hand,
because the primary objective of coops is to provide
the necessary services to members, all members are
qualified to borrow from the coop even without any type
of security. The laxity in the criteria of most coops
in terms of borrower qualification may prove to be
detrimental to its repayment rate and consequently, to
its viability and sustainability. On the other hand,
the more strict qualification requirements of the RBs
enhanced their financial wviability and the
sustainability of their operations but limit their
effectiveness to reach as many rural borrowers who need
credit assistance.

The CIs require a number of supporting documents from
the borrowers to support their loan applications.
Foremost of these are: (1) residence certificate; (2)
sketch plan/location map of farm and ID picture; and
(3) tax declaration/current land tax receipt. Inspite

ix
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of the many requirements, most of the borrowers (95%)
reportedly did not encounter any problems in complying
with these various documentary requirements. The
documents required by the formal institutions in the
case study are much less and relatively simpler than
those banks covered in the survey. In general, the
documentary redquirements of the informal lenders are
much less than that of the formal lenders.

All CRBs and RBs and most of the coops conduct credit
investigation. The conduct of credit investigation
ljessens the risk of loan defaults since the
qualification of the borrower and his capacity to pay
is assessed thoroughly. Consequently, continuous
turnover and flow of funds from the lending institution
to the borrowers are assured thus, enabling the CI to
maintain if not further improve its financial position
and serve more and more clientele. However, some
credit sources especially coops have scarce financial
resources to hire full time credit investigators
thereby constraining their ability to screen borrowers.
To be able to better screen borrowers and ensure high
repayment rates, the coops can strengthen its
information and education campaign regarding the
responsibilities of its Dborrowers and instill
social/peer pressure within the organization.

Aside from being constrained by fund limitations to
increase the amount of loan awarded to borrowers,
lowering the loan ceiling could be a strategy for the
coops, particularly, to minimize loan defaults.

Disciplinary actions are normally imposed by all the
Cls against delinquent borrowers. The action depends
upon the terms of the contract between the lender and
the borrower, and the collateral that was put up.

. Borrrowers who have outstanding balance and overdue

accounts are not allowed to borrow unless they have
paid at least 50 to 80 percent of the total loan.
These safequard measures are implemented to mninimize
the risk of relending to delinquent borrowers.
Litigation and foreclosure of the collateral are the
usual penalties against defaulting CRB and REB
borrowers (who were required to put up collaterals)
while farm management take-over is common among COOpPS.

Another form of penalty is blacklisting. More than
two-thirds of the credit sources (70%) do not relend to
delinquent borrowers. On the other hand, those that

relend to delinquent borrowers impose stricter terms.

All the CRBs and half of the RBs implement savings
mobilization programs. Meanwhile, only 38 percent of
the coops have savings mobilization programs as
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evidenced by the fact that savings comprise only two
percent of the coop's total capital. Coops should be
motivated to undertake fund generation programs and
develop their internal capability to generate resources
to be able to maintain their competitive edge over the
other lending institutions. Moreover, there is no
assurance that LBP will always supply them with the
necessary funds at subsidized interest rates. And
even if it does, one cannot assume that the funds will
always be sufficient and available at low interest
rates to meet the ever growing credit demands of
farmers. The fact that some CI-respondents claim that
loans granted by LBP are not adequate imply that the
Cls would have to find other means of generating funds.

In the case studies, only NMDB, PLF, VICTO and CARD
implement savings mobilization schemes/strategies to
attract additional depositors/investors. The four
lending investors do not employ such scheme because
they are not allowed to generate savings in the first
place.

Credit institutions consider their savings mobilization
programs as a form of investment wherein they are able
to attract more depositors. The return on investment is
reflected in the increase in the number of
savers/depositors. These are mechanisms that can help
credit institutions attain financial soundness and
stability.

Survey results show that the staff of CRBs and RBs have
higher educational qualifications than the coops. This
is expected since generally, the operations of banks
are more professional and systematic than the coops.
On the other hand, staffi of coops have attended more
trainings probably to compensate for their lack of
educational attainment. _ .

All the CRBs, almost all coops and 67 percent of RBs
have plans of putting up various projects. In
contrast, few CRBs and RBs plan to provide other
services although most coops plan to do so. This is
probably because most of the CRBs and RBs are already
providing the necessary services while most of the
coops surveyed are currently offering limited services.

Most of the credit intermediaries under the case study
have set development plans and programs. The NMDB aims
to restructure its ARN Consortium, a baby corn project
that will be patterned after the CPN Consortium's
model. PLF is planning to build irrigation facilities
since it is the immediate need of the farmers in the
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locality. Meanwhile, VICTO would like to improve its
loan monitoring activities and CARD wants to transform
LPF into a formal credit institution managed by
landless farmers. The four lending investors on the
other hand, are hesitant to venture into small farmer
lending transactions. According to them 1lending to
small farmers is more costly and risky. Loan monitoring
and collection are also more difficult moreso,
considering their limited manpower capability.

Sources of credit of the CI-respondents include LBP,
CBP, and other sources such as CDA, BANGKOOP, DTI,
USAID and the office of the Provincial Government of
Negros Occidental. Because LBP conduits were
specifically targetted, all the CIs borrowed from LBP.
The CRBs appear to have more access to the different
sources of credit. One advantage of the CRB over the
coops is that it has rediscounting/credit 1lines from
CBP as long as it passes the past due ratio criteria.

Most of the CRBs and RBs have linkages with other
organizations. In contrast, less than half (43%) of
the coops are affiliated with other organizations.
Meanwhile, all the 1lending institutions subjected to
case study are also affiliated with other
organizations. These credit institutions form linkages
with other organizations so they could source
assistance/services. With the help of these financial
institutions and development organizations, credit
conduits were able to sustain the operations and
somehow respond to the ever-growing credit needs of
rural farmer-borrowers.
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STUDY OF ALTERNATIVE MECHANISMS FOR RURAL CREDIT DELIVERY
INTRODUCTION
Importance of the Study

One of the avenues that can be tapped to propel rural
development is the Comprehensive Agrarian Reform Program
(CARP). A vital component of the CARP is the provision of
support services to farmer-beneficiaries (FBs) to complement
the land tenure improvement component of the program, with
the end goal of developing progressive agrarian reform
communities. Built into the program is the provision
of financial assistance to the farmers.

The Land Bank of the Philippines (LBP), being the
financing arm of CARP, is mandated to deliver this service
to the FBs. To carry out this task . it embarked on an
extensive rural financing program. It devised mechanisms
aimed at improving the rural credit delivery system while at
the same time enhancing the collection/repayment rate and
reducing the risk of losses.

Studies have shown that retail lending to small farmers
is a costly and risky undertaking. The closure of many
rural banks involved in lending to small farmers who
acquired loans in connection with the Masagana 99 program
was attributed to this. LBP, in its effort to expand its
reach in terms of credit delivery, and to minimize the risk
and costs of lending to small farmers, initiated a wholesale
lending scheme by lending to farmers'
cooperatives/organizations on a non-collateral basis. As of
December, 1991, LBP reported bhaving provided credit to
851,191 farmer beneficiaries amounting to B8,480 million.
The purposes of their loans ranged from production and
marketing of farm products to production and marketing of
non-traditional agricultural crops like cut flowers.

The scheme is said to be effective in reaching the
farmers. Considering the great number of beneficiaries that
need to be served, the limited number of LBP branches and
the high cost of retail lending, LBP is likely to continue
using this scheme as the means of extending credit
assistance to CARP beneficiaries.

To date, no comprehensive study of this scheme has vet .
been done. If this is a primary means by which credit will
be delivered to the small farmers, particularly the CARP
beneficiaries, then it is necessary to assess its
effectiveness as the credit delivery mechanism of CARP. It



is likewise important to determine the capability of the
cooperatives as the credit receiving and relending
institution to effectively use the credit from LBP for the
benefit of the target beneficiaries.

Aside from the LBP wholesale lending scheme, other
strategies are being adopted by other financial institutions
to deliver rural credit. Hence, it is equally important to
assess the capabilities, policies and programs of these
alternative institutions and find out their effectiveness,
efficiency and viability so that they can be tapped to
provide credit assistance to the rural sector. Results of
the analysis of the LBP strategy and the other alternative
mechanisms can contribute significantly to the improvement
of the delivery of credit and other support services to the
small farmers.

Objectives of the Project

The study aimed to:

1. identify possible alternative mechanisms of
extending credit assistance to agrarian reform
beneficiaries (ARBs);

2. assess the viability, efficiency and
sustainability of the alternative mechanisms for
delivering credit assistance to ARBs; and

3. recommend alternative mechanisms for a more
effective rural credit delivery system. :

CONCEPTUAL FRAMEWORK

There are a number of institutions which provide credit
to small, rural borrowers. Foremost is the LBP which
employs two schemes in reaching its clientele. First is the
wholesale approach wherein loans are extended to individual
borrowers through credit conduits such as farmers'
- cooperatives, Rural Banks (RBs) and Cooperative Rural Banks
(CRBs). The second approach involves direct lending to
individual borrowers. This strategy, however is being
discontinued in favor of group/cooperative lending (Figure
1).

Aside from the accredited RBs/CRBs and cooperatives,
other financial institutions such as the private development
banks (PDBs), non-government organizations (NGOs), people's
organization (PO), other government financial institutions
(GFIs) and lending investors (LIs) are also adopting wvarious



Figure 1. Existing Rural Credit Delivery fechanisas
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credit delivery strategies to reach various types of
borrowers possibly including small farmers. The informal -
credit sources, which despite its exorbitant charges still
" proliferate, has also its own credit delivery schéme. The
different strategies/schemes employed by all these 'sources
affect the effectiveness, viability and sustainability of
the existing rural credit delivery mechanisms (RCDMs).

Moreover, policies and programs of the national
government and LBP and the assistance provided by the
private sector and NGOs also influence the delivery schemes
of the various credit sources and, hence, ultimately affect
the effectiveness, viability and sustainability of the
existing RCDMs.

The effectiveness, viability and sustainability of
RCDMs could be viewed from two perspectives: (a) the macro
perspective which focused on the credit policies/programs of
the national government in general, and the LBP and other
credit institutions in particular; and (b) the micro
perspective which concentrated on the structure, capability,
policies and programs of financial institutions, credit
conduits and the recipients (Figure 2). From the micro
point of view, factors that affect the effectivity of RCDMs
include number of clientele served; size, type and use of
loan; geographical distribution of borrowers; loan
processing time; terms and conditions of loan; processing
cost; mode of loan release; collection schemes and staff
capability. Viability is influenced by repayment rate,
collection mechanisms, trend in number of borrowers,
administrative/processing costs incurred, net income of
conduits and farmer-borrowers, capital build-up and
monitoring system. On the other hand, policies on
qualification of borrowers and default/non-repayment,
screening of borrowers/credit investigation, savings
mobilization, management/staff capability, development
plans/programs, and linkages with other financial
institutions/development organizations affect
sustainability. :

From the macro perspective, factors that are likely to
influence the effectiveness of the RCDMs are the monitoring
system, government and LBP credit policies and programs, and
assistance extended to lending institutions. Likewise,
monitoring system and assistance extended as well as
repayment/ default policies, discount rate and transaction
policies determine viability of RCDMs while development
plans/programs, peolicy directions and assistance extended
affect sustainability. However, this study will focus only
on the micro perspective.



Figure 2. Factors Affecting Effectiveness, Viability and Sustainability of RCOMs
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METHODOLOGY

This study employed two types of analysis: survey and
case study approach.

Sampling Framework of the Survey
A survey of various LBP credit conduits (cooperatives,

rural banks (RBs) and cooperative rural banks (CRBs)) and
the borrowers from these financial institutions was

conducted in Regions 6 and 7. These regions were
preselected based on the priority areas of the Dynamic Rural
Development Program. Therefore, analysis and conclusions

based on survey data are confined to these regions.

Three provinces per region were chosen based on the
highest number of borrowers and credit conduits. The
jdentified provinces jnclude: Iloilo, Negros Occidental and
Aklan in Region 6; and Negros Oriental, Bohol and Cebu in
Region 7. The municipalities were chosen purposively based
primarily on the presence of at least two types of credit
conduits (i.e. coops/CRBs) . The . peace and order situation
in the sample municipalities was also considered.

A total of 37 credit institutions/conduits were
included in the study. This sample is broken down as
follows: coops - 21; RBs - 12; CRBs - 4 (Table 1). For each
of these institutions, 10 member-borrowers were interviewed,
bringing the total number of borrower-respondents to 370.

Aside from the member-borrowers, key respondents/ ' key
jnformants were also interviewed about the operation,
financial status and policies of the credit conduits. For
the coops, these include the manager, chairman/president,
decretary, treasurer and former officials while for the
banks, the manager, ~chief -accountant and credit
investigators were interviewed. Data gathering was done by
the field offices of the National Statistics Office.

Case Studies

Case studies of selected credit delivery mechanisms
include institutions outside Regions 6 and 7. The case
study covers five other types of lenders: people's
organization (e.g., People's Livelihood Foundation), private
development banks (e.g., Northern Mindanao Development
Bank), non-government organizations (e.g., VICTO and CARD),
Lending Investors (LIs) and individual informal lenders.



mable 1. Distribution of CI-respondents by province and by credit imstitution
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RESULTS OF THE SURVEY

The succeeding sections will compare the three credit
conduits (e.g., coops, RBs and CRBs) in terms of
effectivity, viability and sustainability. However, in some
instances, (i.e., terms and conditions of loans granted),
non-LBP conduits were also cited since some borrower-
respondents had other sources of credit which include
traders/millers/input dealers, other banks, sales/lending
corporation, landlords and other sources (i.e., GS8IS, Pag-
Ibig, KABISIG) (Table 2).

Majority of the respondents obtained loan from
cooperatives (59%) while some more than one-third borrowed
from RBs. Among these borrowers, some still obtained loans
from informal . sources such as private
moneylenders/traders/millers/input = dealers (4%),
sales/lending corporations (0.8%) and landlord (0.8%)
despite their access to formal institutions like coops and
banks. Only a very small percentage (0.8%) also borrowed
from other banks such as PNB and DBP.

Effectivity

The effectiveness of different credit institutions in
reaching and serving small farmer-borrowers particularly
agrarian reform beneficiaries can be assessed through the
different schemes, mechanisms and strategies laid-out by the
credit institutions to reach their target clientele and make
the terms affordable to them. Measures of effectivity are
focused more on ARBs and small farmers because the study
concentrates on small rural borrowers particularly the
farmers. Number of clientele served, size of loan, type of
loan, use of loan, loan processing time, terms and
conditions of loan (i.e. 1interest rates, <collateral,
maturity period), mode of release of loan and productivity
and income/welfare effects are some of the factors which
measure the relative success of the different credit

institutions in effectively providing credit to small farm
borrowers.

Number of Clientele Served

In 1992, the 37 credit institutions (CIs) covered in
the study provided loans to a total of 11,822 borrowers. Of
thege borrowers, 30 percent are agrarian reform.
beneficiaries (ARBs) (Table 3). The CRBs reported the
largest number of clientele served, followed by the RBs then
the coops. Despite their small number, the CRBs were able



fable 2. Sources of credit by province, 1392,

Proviace

Source of Credit

Neqros Occ. Bohol Ceby Jegros (r. 1loile Aklan Al

. § Ho f f. & Ho. § ., ¥ Ho, §  Fo. §¢

(3=110) {¥=60) (=40 (§=40) (%=10) (¥=50) (¥=370)
Cooperative Rural Bank 10 9.09 10 1667 - - - - 10 1428 10 20.00 40 10.81
Rural Bank 1 1909 20 33 20 9000 20 .00 W 28,57 20 40,00 171 32.70
Cooperative 8% 7721 3 5167 20 5000 20 9000 40 T4 27 4400 N8 58.97
Infornal moneylender/
trader/siller/input dealer 12 1091 - - - - - - 4 5 - - 16 43

Other hanks 1 08t - - - - - - 1 L4y 1 2000 3 0.8t
Sales/lending corp, vLoust 1 Lel - - - -1 18 - -3 08
Land lord - - - - - - - -1 L8 - - 1w
(Others t* 5 4% - - - - - - 1 18 1 200 8§ 2.6

t fotal sore than 100% due to aultiple response,

1t Includes 6818, Pag-ibig, KABISIG, Universal Starch Corp., DSWD and Iloilo Development Assistance Prograa.

fn:soc



Table 3. Number of ARB borrower by credit institution, 1992.

Credit Number of Number of Percent of ARB
Institution Borrowers ARB-borrowers Borrowers to
Total Borrowers
Total Average Total Average
Cooperative
Rural Bank 7,504 1,876 2,553 638 34,02
Rural Bank 3,046 254 126 11 4.14
Cooperatives 1,272 61 926 44 72.80
All 11,822 320 3,605 97 30.49
fn:noarb
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to serve about 30 times the number of farmers served by the
coops. This may be due to the fact that coop lending is a
recent development and many of the coops are newly
organized. The figures also reflect the size of operations
and technical capability of these credit institutions. The
CRBs serve an average of 1878 borrowers, the RBs, 254 while
the coops serve only an average of 61 borrowers. On the
number of ARBS served, the CRBS provide credit to an average
of 638 ARBS per CRB compared to only 11 and 44 ARBS for
every RB and coop, respectively,

Looking at the percentage of ARBs to total borrower, a
different picture is presented. Around 73% of the borrowers
of the coops are ARBs while only 4% of the RB borrowers are
ARBs. These imply that among the three credit sources, the
coops have so far shown the capacity to reach and serve
ARBs. Aside from the large number, coops are usually
situated at the barangays hence they are more accessible to
small farmers. On the other hand, RBs and CRBs are only few
in number and are mostly found at the town proper and
provincial centers/capitals and therefore less accessible to
farmers. This may also be due to the fact that the
operations of many coops were geared towards credit delivery
to ARBs in response to the lending program of LBP while. the
clientele served by the RBs/CRBs is more varied.

Coop records show that less than one-third of the coop
members have borrowed from the coop. Of the 3,906 members
reported by the 16 coops, only 1,272 reportedly obtained
loans. Of these only 926 are ARBs. These figures imply
that while coops have facilities to offer credit to its
members, the availment rate is still quite low.

It may be further noted that the share tenants comprise
the majority (40%) among the coop members, followed by
amortizing owners (24%) (Table 4) and yet among the
borrower~respondents, the owner-cultivators outnumber the
tenants regardless of credit sourxrce (Table 5). The
proportion of share tenant borrowers is only 14%. They rank

third only to owner cultivators (45%) and leaseholders (16%)
in terms of number of borrowers.

These figures may indicate either of the following: (1)
the constrained access of share tenants to formal credit
sources because they do not have security of tenure on the
land; or (2) the landowners are the ones financing the
production activities hence the share tenants may have
little or no need to borrow from formal sources.

Amount of Loans Granted

The average loans granted by the 37 credit institutions
varied through the four-year period (1989-1992) reviewed

11



Table 4. Distribution of present members of cooperatives
by tenurial status,1992,

Tenure No. of membersx Percent.
Owner cultivators 346 8.86
Amortizing owners 938 24.01
Owner non~cultivators 29 0.74
Share tenants 1557 39.86.
Leaseholders 711 18.20
ISF Beneficiaries 25 0.64
Not specified 300 7.68
Total 3906 ©100.00

* Only 16 cooperatives reported their membership distributién.'

in: memcoop
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table 5. Distribution of respondents by temurial status and by source of credit, 1992,

Source of Credit

Tenurial Status (] i oop Al
Fo, % fo. & Fo. % Yo. %

Owmer—cultivator 19 4750 61 5187 87 41.4) 168 5.4
Owzer non-cultivator - - 0 1667 0T 13T 1%
Share-tenant 6 1500 1 187 30 W A 1181
Leaseholder § 2000 11 917 42 20.00 6 1649
Amortizing owner 1500 8 687 22 108 3N 468
(lainant ! 5,00 - - 18 7.82 18 {.86
Administrator - - IO 7 0% % L
Fot applicable 3050 18T 3 i 8§ 116
fo response - - - - O T V4
Al 40 100,00 120 100.00 210 100.06 370 100.00

fn; tenstaty
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(Table 6). From 1989 to 1992, the average agricultural loan
declined by about 15% despite an increase in agricultural
loans provided by CRBs and coops. It may be noted that the
average agricultural loans provided by coops increased
dramatically and consistently over the four-year period. It
increased by 419% from 1989 to 1990; 113% from 1990 to 1991
and 60% from 1991 to 1992. Agricultural loans from CRBs
also increased significantly (by 23%) from 1991 to 1992,
although the yearly increases between 1989, 1990 and 1991
were less than 10% (7% and 9%, respectively). Average
agricultural loans granted by RBs declined by about 33% from
1989 to 1992. After an increase of 21% from 1989 to 1990,
it declined consistently in 1991 (15%) and 1992 (27%).

The proportion of agricultural loans to total loans
granted by the CIiIs also varied. The proportion of
agricultural loans granted by CRBs declined from a high 80%
in 1990 (72% in 1989) to 68% in 1992 while the proportion of
commercial loans increased from 1% in 1989 to 23% in 1992.
Surprisingly, the proportion of agricultural loans to tctal
loans granted by the RBs increased slightly from 59% in 1989
to 63% in 1992. In 1992, agri loans from RBs was only 53%
but commercial loans increased from 23% to 29%.

The lending policies of the coops seem to have changed
considerably over the period 1989 to 1992, In 1989, the
proportion of commercial loans (60%) is much higher than
agricultural loans (40%). This proportion changed
significantly since 1990 as almost 100% of the loans were
agricultural, mostly (97%) in terms of crops production
loans. These indicate that CRBs and RBs have diversified
loan portfolios than coops. Although this is a sign of
growth or development on the part of .the credit conduit,
small farmer-borrowers may experience credit rationing
since commercial loans are more bhankable.

Average Size of Loans

Size of 1loans granted 1is another measure of
effectiveness since it is an indicator of the sufficiency of
loans received by borrowers. The average size of loans of
individual borrowers was about B20,404 (Table 7). Among the
sources of credit reported by the respondents, other banks
(PNB, DBP) granted the highest amount of loans (B33,000),
followed by RBs (B27,226) and CRBs (B20,670).The average
sizes of loan provided by informal sources
(traders/moneylenders) (®7,281) and landlords (B2,500) are
the smallest which confirms some observations that farmers
depend on informal sources for small size loans.

This trend could be related to the farm income
received by the borrowers. Farm income is one of the
criteria used by the credit institutions especially banks in
assessing the amount of loan that can be granted/given. The

14



fable 6. Average loans granted per credit institution, by type of loan and by year,

YEAR

Credit Tnstitutioas/ 1989 1930 1991 ' 1992

Type of Loan

Azount { Anount § hzount ¥  Anount ¥
(Pesos) (Pesos) (Pesos) {Pesos)
Cooperative Rural Bank
Agricultural 7,584,411 71.88 1,635,812 19.5 8,300,942 62,02 10,192,917 61.89
Commercial 145,667 1.3 1,589,775  16.5 1,793,785 13.40 3,488,133 23.03
Industrial 7,3 048 7,00 0.3 45,5 0.4 6,484 0.04
Bousing - - 43,800 0.46 790,005 147 g4 0.42
Consuaption/character 17,333 0.16 8,50 0.9 18,000  0.13 47,000 0.1
Salary 2,756,121 26.12 VTR T 2,976,843 .U 1,245,790 8.30
fotal 10,550,871 100.00 9,597,281 100,00 13_,3&5,131' 100.00 15,013,746 100.00
~ Rural Bank

Agricultural 6,881,783  59.17 8,337,585  61.99 1,087,290  5L.T% 5,164,711 82.93
Conpercial 1,645,793 20.7% 1,602,818 26.79 3,908,490 2921 1,661,001 0.1
Industrial 1,219,143 10.48 u9,11m 683 1,463,090 10,9 456,691 5,56
Housing 25,1 2.16 - - 38,339 .93 §ITATS  8.26
Consuaption - - - - - - - -
Salary §32,113 5.4 589,622 ) 438 611,508 4.7 w6, 1.0
fotal 11,629,762 100.00 13,449,237 ™00.00 13,978,116 100.00 8,206,628 100.00
Coaperative

Agricu_lturél _— 81,769  39.55 487 %1 908,207 9.1 1,455,886 100.00-

Crop production - 81,769 39.55 24,84 8.1 5,146 - 87,35 1,403,337 9178

Livestock production - - oo - 46,176 43¢ 10,309 078

Post-harvest facilities - - - - 36,88 3.9 0,640 L4
Comeercial 125,000  60.45 - - 9,47 1 - -
Industrial - - - - - - - -
Bousing - - - - - - - -
Consunption - - 1,18 1.89 1,088 0,75 - -
Salary ~ - - - - - - -
fotal 206,769 100.00 132,180 100.00 944,677 10000 1,455,866 100,00
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ALl

Agricultural
Compercial

Industrial

Housing
Consueption/character
Salary

fotal

5,487,113
1,568,929
152,921
153,249
2,888
845,743

8,911,504

61.58 5,009,917  66.13
18.73 1,836,802 24.25
8.4 44,008 54

1.7 548 0.09
0.03 L8 0.0
949 W38N 40

100.00 1,575,322 100.00

4,040,326
1,653,849
531,552
153,38
5,818
583,196

5,974,080

57.93
wn
n
.20
0.08
8.36

100.00

1,046,178
1,101,028
179,551
73,31
6,130
79,039

5,865,897

68.%9
8.7
3.06
4.68
0.10
(N

100.00

fn:algrant



table 7. Average size of loan, by source of credit and by province, 1992.

Province
Sources of Credit
Fegros Oce.  Bohol Cebu Fegros 0z. [loilo Bklan All
dount No. Amount Fo. Awount Ho. Aeount Ro. Amount No. Awount No. Amount No.
(Pesos) {Pesos) (Pesos) (Pesos) {Pesos) (Pesos) (Pesos)
Cooperative Rural Bamk 7,00 10 11,5% 10 - - - - 850 10 %,65%8 10 20,670 40
Bural Bank 1,860 21 13,540 20 43,000 20 44,79 20 20,55 20 13,000 20 27,226 12
Cooperative 1945 85 3,228 N 14,250 20 12,636 20 10,088 40 5,010 22 13,979 218
Infornal money lender/
trader/uniller
input dealer 8,047 12 - - - - - - 5,000 4 - - 1,08 18
Other banks (PNB, DBP) 10,000 - - - - - - 10,000 1 80,000 1 33,000 3
© Private sales/lending corp. 20,630 1 1,000 1 - - - - 15000 1 - - 1,000 3
land lord _ - - - - - - -5 1 - - 150 1
Others t. 6,416 5 - - - W7 1z000 1 114 8
AL 2,287 110 8,195 60 32,076 40 32,173 40 13,666 70 23,836 50 20,404 370 %

t Includes 6918, Pag-ibig, KABISIG, Universal Starch Corp., DSWD and Iloilo Development Assistance Program.
2t fotal does not tally due to nultiple sources of credit. .

fn:avelosoc
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higher the income of the borrower, the higher is the amount
that a creditor could loan to him. Rural bank and CRB
borrowers reported higher incomes compared to coop borrowers
that is why they have more access to higher loan sizes.

Types of Loans Granted

The CIs studied extended loans for wvarious purposes
ranging from crop/livestock production to
commercial /housing/industrial and salary/character loans
(Table 8).

The most common type of loan provided by the ClIs is
crop production loan. About 92% of all the CIs extend loans
for crop production while about 40% provided livestock
production (46%) and commercial loans (41%). Housing and
character loans are the least common type. Only one out of
four CRBs and one out of 12 RBs provide this type of loan.
On the other hand, only one c¢oop extended commercial and
character loans and loans for post harvest facilities. A
large number of RBS provide commercial and industrial loans.
These findings support the conjecture that among the three
types of credit sources, RBs cater more to commercial and
industrial loans since there is less risk of default in
these loan types.

Loan Purpose

At the borrower level, loans were availed for various
reasons, foremost of which is crop production (96%). Around
143 borrowed for livestock production while some (2%)
borrowed to augment their capital for their on- going
business (Table 9). Non-LBP conduits provide loans for a
wider variety of purposes (e.g., crop and livestock
production, business; emergency/medical needs, educational
needs and house repair/maintenance). :

About 70% of those who borrowed for livestock
production are coop borrowers. Most of them raised
livestock and poultry to augment their income derived from
farming (Table 10). Part of this is connected to LBP's

cattle laon program wherein coop members were provided
cattle.

Actual Use of Loan

The bulk (88%) of the respondents used their loan for
crop production while 15 percent each used their loan for
livestock production and consumption purposes (Table 11).
These figures reflect that.there was a slight deviation
between intended purpose and actual use of loan. R While
about 96% borrowed for crop production (Table 9) only 88%

17



Table 8. Type of loans granted by credit institution, 1992.

Crop production
Livestock production
Post-harvest facilities
Conmercial

Industrial

Housing
Constmption/character
Salary

-------

Credit fostitution
CRB 28 Coop All
% fo. § Fa. &% Fo. &

{(§=4) (§=112) (B=21) (R=17)
175,00 17 100.00 19 90.48 91,88
2 50.00 8 66.87 T 3.3 17 15,95
1 75.00 1 8.1 1 {78 5 13.51
1 715.00 11 91.67 1 L6 19 40.54
7 50.00 7 5.1 - § 1.3
1 25.00 1 8.3 - 1 4
1 25.00 0,00 1 478 754
375,00 1 58.13 - 10 27.03

fn:logranci -
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Table 9. Loan purpose of respondents by source of credit, all provinces, 198,

Source of Credit

Loan Purpose . Fon-LBP
(BB 2B coop Conduits . All
Fo. § No. 3 ¥o. 1 Yo, § Fo.* §u¢
(§=40) (N=121) (R=218) {§=31) (R=370)
Crop production 8500 109 %008 191 1.4 0 6452 34 95,68
Livestock production § 12.50 8§ 6.6l k1681 1 645 511378
Business - - 1 14 KT 184S 8 11§
Buergency/nedical needs - - - - - - 18 1 0wy
Educational needs - - - - - - 1 64 7 0.5
House repair/maintenamce - - - - - - 1988 I8
Qtherstt 7 500 1 0.8 - - R { 1.4

t  Total does not tally because respondent Bay have more tham ane loan source.
tt Total gore than 100% due to sultiple response.
et Includes fishing, purchase of land/spareparts of vehicles and policy loan.

fn: lopurpo
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Table 10. Livestock and poultry owned by respondents, by seurce of credit, all
provinces, 1992.

Source of Credit

Livestock and
Poultry CRR 1§ coorp ALl

Fo. & Fo. & Fo. % No. %1
{§=40) (R=120) (R=210) {§=170)

Carahao § 15,00 39 32.50 107 50,85 152 41.08
Cattle 10 25.00 26 21.67 5% 26.19 §1 2459
Swine 17 55.00 72 60.00 120 ST 214 57,84
Chicken 17 §7.50 6% 57.50 159 73.81 251 67.84
Goat T 1050 2% 20.83 40 19.05 72 1945
Rorse ' - 10,83 1 0.%5 1 0.81

Others ** 30,00 29 2417 5% 26.19 . 96 25.95

—
~>

t Potal more than 100% due to multiple tesponse,
t1 Ipcludes fighting cock, rabbit, duck, turkey and geese.

fn:livestoc
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reportedly used their loans for such puupose (Table 11).
Notably, the use of loan for business, emergency/medical
needs, educational needs and house repair was slightly
higher than that indicated in the purpose of loan. More
importantly, use of loan for consumption and to pay other
loans was reported although such were not reflected in the
intended purpose.

Deviation was reported to have occurred for all sources
of credit. It may be observed, however, that deviation was
smallest among coop borrowers, Aside from the 17% of the
borrowers who diverted some of their production 1loans to
consunption, the other diversions were minimal (less than

1%). It may also be stressed that while some used part of
their production loans for consumption/repair, etc., some
also invested part of their loans in business. This

reflects the fungibility or multiplicity of credit; that is,
it can be used for purposes other than what it was intended
for.

Loan Processing Time

Length of loan processing. The length of loan
processing refers to the period it takes for the credit
conduit to process the loan application until the loan is
released. Among the credit institutions, RBs and CRBs
appear to have faster loan processing than coops although
the time difference is not very significant (Table 12).
Eighty~three percent of RBs and 75 percent of CRBs finish
loan processing within two weeks or .less. On the other
hand, only 62 percent of the coops said. they can finish loan
processing within such period of time.

When verified at the borrxower level, it was found that
loan processing is fastest among RB borrowers. The normal
processing time appears to be 1-2 weeks as majority (83%) of
the respondents got their loans within this period (Table
13). On the other hand, coop borrowers reported the longest
loan processing period. Only 66% of the respondents reported
a less than one week processing time compared to 17% and 23%
of the CRB and RB borrowers, respectively. Moreover, a
considerable number of coop borrowers (20%) had to wait for
1-3 months before their loan is released. It may be
surprising that the coops which are expected to serve the
immediate credit needs of the small farmers takes longer
time to process loans than the other CIs.

Reports of long processing time (1-3 months) were noted
in the coops in Negros Occidental (44%); Bohol (37%); Cebu
(90%); Negros Oriental (40%); Iloilo(32%); and Rklan (35%).

The length of loan processing may be caused by either
of the following factors: (1) the coop borrowers are new
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Table 11. Actual lean use of respondents, by source of credit, all provimces, 1992.

Source of Credit

Ron-LRP
(18 4] iif onduics All

Actval loan Use

fo. § fo. % Ho. % Yo % No. §

{4=40) (§=121) (¥=218) (§=31) (§=370)

Crop Production T 87.50 9% 1851 190 87.16 AR YO S A R Y Y
Livestock Production 6 15.00 10 8.2 B 165 1068 55 14.86
Business § 2000 . 10 8.2%- 5oL 1 6.4 % 676
Consumption § 15.00 54N B 17.43 § 19,3 55 14.86
Energency/Medical Reeds 1 2.5 L WK 1 0.4 1 9.68 10 2.7
Bducational Reeds 7 5.00 T 5N 1 0.46 8 103 16 4%
House Repair/Maintepance - - 1 08 1 0.46 1 488 5 1%
Pament of other loans 1 2% - - 104§ - - 1 0.5
Otherst ' 17 5.00 1T 51 - -

i n

1.1

t {ncludes fishing, purchase of land/spaveparts of vehicles and policy loan.

fn;acuseloa
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Table 17. Length of loan processing by credit imstitutions, 1992.

Credit Iastitutions

------------- ———— -

------------

Length of Loan Processing CEB BB Coop all
N
(¥=4) (K=12} (¥=11) (K=37)
1 week 7 50.00 § 50.00 & 28,97 14 37.84
1-2 weeks 1 125.00 UK T 1.8 17 324
2-1 veeks - - 183 8 A0 % W3
more than 1 moath - - 1 8.3 - - 1 .70
flo response 1 25.00 - - - - LT

fn:lengei
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fable 13, Distribution of borrower-respondents by source of credit, by province and
by length of loan processing, 1992,

Source of Cradit

& months-1 year
Nore than one year

24

Province/Length
of Lean Processing CeB 1B coop All
Yo. 3 fo, § fo. i lia. i
Fegros Occidental (§=14} (8=20) (§=80) {¥=110)
Less than one week 720,00 T 35.00 1 2.5 11 18.00
1-2 weeks 6 60.00 § 4000 13 6.0 11 U5
1-4 weeks 110,00 1 15,00 A 26,28 5 1013
1-3 months 110,00 710,00 340 33 3455
3-6 months - - - - ] §.29 5 4,55
& months-1 year - “ - - ] .73 3 .73
Kore than one year - . - - 1L 109
Bohol {H=10) [¥=10) {¥=10) (§=60)
- lLess than onme week 130,00 210,00 I 10.90 10 16.67
1-2 veeks {0 40.00 16 80,00 18 5.3 16 60.09
2-4 weeks 130,00 - - 11 35.87 4§ 0N
1-3 months - - - - - « - -
3-6 months - - - - - - - -
6 months-1 year - - - - - - - -
Nore than one year - - - - - - - -
Cebu (§=20) (¥=20) (K=40)
Less than one week - - { 5.00 - - { 2,50
1-2 weaks - - 12 60.00 1 5.00 13 32,50
1-4 weeks - - & 30.00 a8 56.00 4 60.00
1-3 months . - ro 500 - - 1 2.5
3-6 months - - - - 1 .00 1 2.50
6 months-1 year - - - - - - - -
Nore than onme year - - - - - - - -
Fegros Oriental (§=20) (5=20) (§=40)
Less than one week - - - - I15.00 3 1.50
1-7 weeks - - 19 95,00 § 45.00 8 70.00
1-4 weeks - - 1 5.00 8 40.00 § .50
1-3 months - - - - - - - -
3-§ months - - - - - -



Iloile (¥=10) (§=20) (§=40) (§=70)

Less than ope week 1 10.00 9 45,00 2 5.00 17 1.4
1-2 weeks § 50,00 8§ 40.00 60,00 i1 52.86
-4 veeks 330,00 1 5.00 11 32.%0 1wy
1-3 months 1 10.00 1 5.00 - - 1 .86
1-§ months - - - - 1 1.50 1 1.4
§ months-1 year - - - - - R - -
More than one year - - - - - - - .
Aklan (§=10) (§=20) (§=20) (§=30)
Less than one week 1 10.00 6§ 30,00 I 15.00 10 20.00
1-2 weeks & 60.00 10 50.00 5 25.00 I 42,00
2-4 weeks 110,00 420,00 5 15.00 10 20.00
1-3 months 1 10.00 - - T 35,00 8 16,00
3-6 months 1 10.00 - - - - 1 2.00
6 months-1 year - - - - - - - -
Nore than one year - - - - - - . -
All Provinces (§=40} (K=120) (§=210) (N=170)
Less than one week 7 17.50 171 22.50 11 §.19 7. 1.7
1-2 weeks 21 52.50 13 60.83 88 32.18 167 43.78
7-4 weeks 8§ 120,00 15 172.50 1% 319 99 26.7%
1-3 nonths 171.%0 { FE| {7 20.00 4 13U
3-6 months 1 .90 - - T LE 8§ 2.16
& months-1 year - - - - 3 1.43 1 0.81
Noze than.one vear - - - - 1 0.48 1 0,27

fn:dilengpro

243



borrowers hence some paper requirements may be lacking; or
(2) coops do not as yet have the manpower capability to
process loans efficiently. '

‘Timeliness of loan. In terms of the timeliness of
loan, majority of the borrower-respondents mentioned that
they were able to receive the loan during the time it was
needed (Table 14). Among credit sources, RB borrowers
reported the highest rate (98%) that received the loan on
time since they reported the fastest length of loan
processing. Surprisingly, even if CRBs process loans faster
than coops, a lower ratio of CRB borrowers reported that
they received their loans on time. Comparing responses
across provinces, it is only in Negros Occidental where a
considerable number of respondents (16%) said they did not
receive their loans on time. On the other hand, all
respondents from Negros Oriental and Cebu said that they
received the loan on time.

Terms and Conditions of Loans Grahted

Rural farmers seek for the service of the credit
institutions which can give them the best credit terms and
conditions. This can be in terms of the interest rates
imposed, collateral required and maturity period.

Average interest rate. The average interest rates
charged by all credit institutions ranged from 9 percent
(housing loan) to 26 percent per annum (consumption loan)
(Table 15). Across credit institutions, 'the RBs granted the
highest interest rate (25 percent per annum) for
agricultural, commercial, industrial and salary loans. This
high interest rate could be one major reason why the number
- of borrowers from RBs is much lower than that of the CRBs
and coops (Table 3). The interest rate charged by coops for
production and commercial loans is understandly much loweéer
(only 16 to 19 percent) because LBP, their major source of
loanable funds also charge them a low interest rate.
Because of this low interest rate, many small farmers whose
incomes are low obtain their loans from the coops. It may
be noted, however, that while interest rate on production
related activities is low, the coops charge higher interest
rate on consumption loans (26%) although it is still lower
than the 'rate charged by CRBs. RBs do not grant
consumption/character loans.

The respondents reported slightly different rates of
interest on the loans that they obtained from the CIs
studied (Table 16). For example, coop borrowers said they
are being charged 18 percent interest rate for crop
production loans while the coops said they are charging only
17 percent. This variation may be due attributed to the
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Table 14, Rusber of borrover-respondents who received loan on time, by province and by source
of credit, 1992.

on fime ot On Time all
Province/ e e
Source of Credit
Ko, § ¥o. § fo. %
Fegros Occidental
C8B g 90.00 1 10.00 10 100.00
i 19 95.00 - 1 5.00 20 100.00
coop B4 80.00 18 20.00 80 100,00
All : 92 83.64 18 16.38 10 108.00
Bohol
- CRE 1 70.00 | 30.00 10 160,00
13 20 100.00 - - 0 100.00
¢00P 8 93.13 1 §.87 30 100,00
All 55 91.47 5 8.1 §0 100,00
Cebu
CRB ’ - - - - . - -
B8 20 100.060 - - 0 100.00
cogp 0 100.00 - - 0 100.00
A1) : 40 100.00 - - 40 100,00
Negros Oriental
(1B - - - - - -
2B 20 100.00 Co- - 10 100.60
CooP 20 100,00 - - 0 100.00
All £ 100.00 - - 40 100.00
Iloilo
cka - 14 100,00 - - 10 164,09
BB 19 §5.00 1 5.00 S0 - 190,00
Coop 1 §7.50 1 1.3 {0 100.00
All ' 64 97.14 1 .84 76 10¢.0¢0
Aklan
(3} § 90.00 1 10,00 10 109,00
4§ 19 95.00 1 5.00 0 100.00
Cagp 19 §5.00 1 5.00 20 100,60
All 7 §4.00 3 §.00 3] 109.60
£il Provinces
C2B 15 §7.50 3 17,59 10 100,00
B8 1 §7.58 1 .50 128 190,00
£oop 180 50.48 10 §.52 i 105 .09
ill bLY/ 92.41 18 1.57 iTd 165.00

fn:resrecel

26



Table 15. Interest rate of loans gr
by purpose of loan, 1992.

anted by credit institution and

(in % /annum).

Purpose of Loan

Credit Institution

CRB RB COoP ALL
Crop production 21 25 17 20
Livestock production 24 24 19 22
Post-harvest facilities 19 25 * 21
Comnercial 24 25 16 24
Industrial 22 24 - 23
Housing 12 6 - 9
Consumption/character 32 - 26 29
Salary 12 26 - 22

* No response

fn:irategra
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Table 16. Average interest rates paid by respondents by type of loan
and by source of credit, 1992.

Source of Credit

Type of Loan *

CRB RB CcooP Others All
Crop production 21 23 18 37 21
Livestock production 21 24 21 12 21
Commercial/business - 27 16 10 18
Emergency/medical - - - 0 0
House repair/maintenance - - - 15 15
Educational needs - - - 60 60
Others ** 25 25 - 10 21
All _ 21 23 19 30 21

 Includes informal moneylender, trader, miller, input dealer, DEP, PNB,

sales/lending corp., landlord, GSIS, Pag-ibig, KABISIG, Universal Starch
Corp., DSWD and Iloilo Development Assistance Program.

x* Includes fishing, purchase of land/spareparts of vehicles and policy loan.

fn:aveinter

28



failure of the borrower-respondents to accurately recall the
terms of their loans. It is significant to note that those
who borrowed from other sources generally paid a much higher
interest rate than those who borrowed from the LBP conduits,
although there are also cases when interest rate is lower.
For example, crop production loans are charged an average of
37 percent per annum. Loans for educational purposes are
charged an average of 60 percent per annum while livestock
production and commercial loans are charged lower interest
rates. Also, money borrowed for emergency/medical use is
not charged any interest at all. Loans for educational
needs and crop production are commonly obtained from private
money lenders (under the 5:6 scheme) while loans for medical
needs and small businesses are obtained from relatives.

Comparison of the provincial data show that the
respondents from Negros Occidental obtained crop production
loans from both the LBP conduits and other sources.
Interest rate charged by other sources on crop production
loans is 18 percent higher than the Cls. In Iloilo, the
interest rate charged by the coop and the CRB (21%) is
higher than that charged by the RB (20%). Crop production
lpans obtained from other sources is charged an interest
that is 14 percent higher than the Cls, while loans for
educational purposes are charged 120 percent. Respondents
from Bohol, Cebu and Negros Oriental borrowed only from the
LBP conduits (Annex Tables 1-6).

Collateral. About 81 percent of the CIs said that they
do not require any collateral for the loans that they grant.
Surprisingly, the proportion of RBs that reportedly do not
require collateral (92%) is much higher than the coops
(81%) and the CRBs (50%). CRBs commonly require farm
buildings or land as collateral for all types of loans.
Notably, one RB accepted CLOA/CLT as collateral. Also, two
coops asked for collateral for crop production loans. In
these cases, the CLOA/CLT was used (Table 17).

The response of the borrowers differ considerably from
the CI management in terms of collateral requirement.
According to the borrowers, majority (80%) of the RBs
require collateral for all types of loans, although there
were also a few that extend loans even without collateral
(Table 18). Reportedly, all the RBs in Cebu and Aklan do
not grant loans without collateral. Aside from lands
(agricultural), other collaterals used by RB borrowers are
cultivation rights/leasehold contract (7%), house and lot
(8%) and farm animal (1%). This borrower may have availed
of the cattle dispersal program of LBP wherein the animal
is used as collateral. The CRB borrowers reported that they
used either land, cultivation right/leasehold contract and
CLT as collaterals.

The differences in the responses of the borrowers from
that of the management are also very pronounced in the-
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Table 17. Collateral required for loans granted by credit inmstitation and by type of lean, 1992

Credit Institution
type of Loan/

Collateral
CRB RB Coop Al
fo. % Ko. % fo. § Fo. i ¢
Crop Production (§=3) (=12} {¥=19) {§=34)
None 1 66.87 § 75,00 18 §¢. 1 17 19.41
Land/Real Estate _
Hortgage 2 66.67 3 25.00 2 10,83 T
Pare Buildings ! 33.33 - - - - 1 .94
Chattel Mortgage 1 13.13 - - - - 1 2.94
CL?/CLOA - - 1 8.3 1 10,53 3 §.82
Livestock Production {R=2) {R=8) (¥=7) [3=17)
Fone 1 50.00 7 87.50 § 85.11 1 8.3
Land/Real Estate
Nortgage 2 - 100,00 - - 1 1.2 3 17.6%
Fare Buildings - 1 50.00 - - - - 1 5.68
Chattel Mortgage 1 §0.00 - - - - { 5.88
CLE/CLOA 1 12,50 - - 1 5.88
Post-Harvest facilities (F=3} (F=1) (§=1) (3=5)
Yone 2 66.67 1 100.00 = 1 100.00 ¢ 80.00
Land/Real Estate .
Mortgage ) 66,67 - - L - - 1 10.00
Farm Buildings 1 1193 - - - - 1 20.00
Chattel Hortgage 1 13.33 - - - - 1 20.00
CLT/CLOA : 1 100.00 ¢+ - - 1 10,60
~ Compercial - (A=3} - (=11} . (=1) [3=15)
- None _ 1 8687 § 818 1 100.00 17 80.00. -
Land/Beal Bstate : : i -
Nortgage 2 66.67 KR | - - 531
Pare Buildings 1 1.1 - - - - 1 §.67
Chattel Mortgage 1 31.11 1508 - - 2 13.13
CLT/CLOA - - 1 9.08 - - { b.b7
Industrial (§=2) [B=1) {%=9)
Yone 1 50.00 14 - - 5 55.67
land/Real Estate
Hortgage 1 100.00 1 42.86 - - 5 §9. 56
Parp Buildings 1 50.00 - - - 1 11.11
Chattel Kortgage 1 5¢.00 1 28 - - . 0.7
CLY/CLOA - - 11420 - - H 1.1
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Housing {¥=1) (§=1) (§=1)

Hone 1 100.00 - - l 50.00
Chattel Mortgage 1 100.00 - - - - 1 50.00
Consuaption/character (¥=1) (F=1) (§=2)
Fone 1 100.00 - - 1 100.00 7 100.00
salary (R=3) {R=T) (¥=10)
None 1 66.67 T 100.00 - - b} 90.00
Chattel Hortgage 1 1.3 - - - - 1 10.00
All Loan 1ype (8=4) (§=12) (=11} (K=37)
None 2 50.00 11 91,87 17 80.95 30 81.08
Land/Real Estate
Nortgage 1 50,00 {313 1 - 8 21.62
Farn Buildings 1 25.00 - - - - 1 1.70
Chattel Mortgage 2 50.00 I X - - ] 8.11
CLT/CLOA - - 1 8.3 1 9,52 i 8.11

+ %gtal does mot taliy since collateral required by ome CT could vary across loan type
and borrowers. 4 '

st 1 sone instances, the BB may raquire CLI/CLOA as collateral and in some instances, it
does not require anj collateral at all.

fn:collareq
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Table 18, Collateral required froa respondents by scurce of credit and by province, 1992.

Source of Credit

Province/Collateral CRB BB Coop Hon-LBP All
Condults

Ya. ¥ o ¢ o t o i l. §

Neqros Oceidental (=10) {§=21) (=85) (K=19) (B=110)
None 1000 6 857 2 WM 12 816 3 3545
Land I .00 9 4286 1 U 1 5% U 0.0
Rouse and lot - - 1 L7 - - - - 1 0.91
Standing crop - - - - - - 1 526 1 04
Farg equipment/machinery - - 1 L - - - - 1 04
Farn aninals - - LAY 0 (T RS O | O S ./
Cultivation rights/leasehold contract 1000 ¢ 1905 # BAU - - 1 6.3
oL ¢ 4000 - = ™7 s n nu

. Others - - - - - - - - 1 9

Bohol (¥=10) (8:20) (§=11) (Ke1) (H=60)
Rone 7 20,00 b 3000 21 .19 1 10000 32 513
Land § 8000 7 B 10 3 - - 16 26.67
House and lot ‘ - - I 1500 - - - - I 500
Standing crop - - - - oun - - 10 16.67
Cultivation rights/leasehold contract - - LN - - - S B K1

Cebu (=20 (3=20) (¥=40)
Hone - - - - 1 B0 - - 19 4150
Land ' - - 18 %00 2 1G.00 - - 20 50.00
Fouse and lot - - 3 1500 - - - - 3150
(Gthers ' ' - - tosw - - . - 1 2.5

Regros Oriental (§=20) {§=20) (¥=40)
fione - - 10 %0.00 20 10000 - - W 7500
L.and - - i .00 - - - - 4 10.00
House and lot - - ioae - - - - 1 7.5
Parn anisals - - - - 5 /00 - - 1250

Tloile (8=10) (R<20) (§=40) (¥=9) (§=50)
None § 8000 7 1000 39 9150 8 88.89 50 7143
Land ¢ 200 18 %00 7 500 1 Al oua
House and lot - - 1 500 - - - - 1 1.4
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Alan (R=10) (R=20) (N=22) {§=1) (N=10)

one - - - 2 10000 1 5000 23 4600
Land 10 100,00 19 95.00 - = 1 5000 28 56.00
Others 1 06 1 500 - - - - PR N
A1l Provinces {K=40) (=120} (K=210) (¥=31) {¥=370)
Fone 123000 24 20,00 144 6857 22 70.97T 193 5216
Land 13 32.% 7% 6250 29 138 3 9.8 1M %
Farn aninals - - 1 083 6 286 - - T 1.8
Cultivation rights/leasehold contract 125 8 667 u 1143 - - m
CLt L0000 - - 19 %08 2 645 B 6N
Standing crop - - - - 10 47 1t 1 1t 1w
House and lot - - Y 1N - - - - %14
Others 1 2% 2 187 - - - - {  1.08

fn:collasoc
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coopSs. Wwhile 81 percent of the coops said they do not
require collaterals, only 69 percent of the borrowers said
so. About 31 percent of the borrowers said that they used
land (14%), cultivation contract (11%), CLT (10%), standing
crop (5%) and animals (3%) as collaterals for the loans that
they obtained from their coops. These data also confirms
earlier observations that most of the other sources of
credit do not require collateral.

These figures imply that collateral is still a prime
consideration in loan approval by banks. This also explains
why a larger percentage of RB borrowers own more assets than
CRB and coop borrowers. A comparison of the assets owned
by the respondents showed that RB borrowers possess more
+han either the CRB or the coop respondents the coop
borrowers own the least (Table 19). Big borrowers and
people who have assets to back up their loans usually
borrow from the banks since these institutions usually
offer higher loan amounts than the coops. On the other
hand, those who have very 1ittle asset hesitate to borrow
from the banks because they do not have the necessary
collateral required. Instead, they borrow from the cooOps
and other lenders that are not very strict in imposing
collateral requirements, if at all. Notably, both the CRBs
and the coops accept CLT/CLOA as collateral not only for
crop production loans but also for livestock production,
post harvest facilities, commércial and industrial loans.

Maturity. The maturity period of loans granted
differed widely, depending on source of credit and type of
loan. Consumption loans obtained from coops mature in one
month while those obtained from CRBs mature in six months.
The period of maturity of crop production is less than one
year, corresponding to one oOr two cropping seasons, while
1ivestock_production loans mature in one to 4 years (Table
20). Consumption/character loans have the shortest terms of
payment probably because these are small, non-productive,
emergency loans while housing loans involve big amounts that
have to be amortized over a longer span of time. Livestock
production loans obtained from the coops are mostly for
cattle raising. Coop members who want to raise cattle are
provided with animals that were imported by LBP. On the
average, CRBs impose a shorter maturity period compared to
the RBs and coOpPS.

The borrowers, O the other hand, cited that the
average maturity period of loans that they obtained 1is
around nine months (Table 21). This implies that not omne
among the respondents obtained housing loans and/or cattle
production loans from the coops.

Among the different credit sources, private
sales/lending corporations impose the shortest term (3
months) while other sources (e.qg., GSIS, Pag-ibig, DSWD),
the longest at 24 months. The landlord, however, did not

32



table 19. Assets owned by respondents by source of credit, all provinces, 1992.

Source of Credit

Iter Cas B caoep All
No. ] Ro. i No. % Yo. §1
(N=40) (§=120} {(8=210) (§=370)

Land

Farm land 26 65.00 9 75.00 175 59.%2 H1 o 65U

Residential lot 18 70,00 97  80.83 137 §5.14 87 76.81
Building

Residential 315 87.50 116 96.67 B} S LA %2 9.1

Farm bouse §  22.50 W 16.47 20 $.52 4 13U

Poultry house § 15,00 15 12,50 F S E W [ 3 14.08

Hog bouse 14 35,00 ¥ 30.00 17 4.8 117 .97

Others 1. 2.50 1 0.83 14 6.8 1§ 4,32
Fare Machineries

Tractor 3 1.50 10 8.1 § 1.86 13 5.14

Needer - i 0.43 1 1.4 8 2.1§

Thresher 1 .50 13 10.83 11 5.1 A §.16

Trrigation puap - { 133 2 0.95 § 1.62

Others 8 20,00 i 28.33 85 40.48 127 34.32
Personal Assets ) -

Television 20 50.00 17 60.00 88 32.38 150 43U

Radiofcassette 29 12.50 86 71.67 143 68,10 158 §9.73

Stereo/sing-along § 15,00 36 30.00 M4 8¢ 17,84

Video cassstte recorder T 17.50 s B IRV 8 1.4 i 11,89

Car/jeep ' 15,00 - 8 6.87 I L 1318

Others ** 13 32.%0 19 40.83 52 1478 1 3.8

t P0tal more than 100% due to multiple response.
1 Includes refrigerator, tricycle, wall clock, sewing machine, truck, electric fan, typexriter, motorcycle
punp boat, gas range, sala set, welding machime, bicycle, recharchable lamp, washing sachine and saxoph
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'l'able 20, Average maturlty of
by purpose of loan,

loans granted by credit institution and
1992 (in months).

Credit Institution

Purpose of Loan

CRB RB COOP ALL
Crop Production 6 11 10 10
Livestock Production 12 11 48 24
Post-harvest facilities 8 12 * 9
Commercial 6 13 12 11
Industrial 9 22 - 18
Housing 12 300 - 156
Consumption/character 6 - 1 4
Salary 10 8 - 9

* No response

fn:avmatpur
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fable 21. Average maturity period of respondents by province and by source of credit, 1992 {in months).

Pravince
Source of Credit

Negros  Bohol  Cebu  Hegros Hoilo Aklan Al
Oceidental Oriental

Cooperative Bural Bank

on
—
—
1
1
o
-~
[=-]

Rural Bank 8 1 12 8 1 12 'R
Cooperative 10 8 10 12 8 § 9
Private money lender/

trader/willer/input dealer 6 - - - 12 - §
Land lord - - - - 3 - %
Other banks 8 - - - 12 12 10
Private sales/lending corp. i t - - 3 - i
(thers 10 - - - 18 i 15

ul 9 9 i1 1 10 9

t Yo definite terms of payment.

fn:aveaatur
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set a specific time within which the loan has to be paid.
Loans obtained from private money lenders, CRBs and other
banks of Negros Occidental mature in six months, on the
average.

Comparing the terms and conditions set by the different
credit institutions, the coops seem to provide the most
affordable terms for small farmers. It provides the longest
maturity period coupled with lower interest rates for all
types of loans although the type of loans granted are
limited. Moreso, collateral is not a prerequisite or major
consideration for loan approval.

Mode of Release

More than half of the loans released are in cash form
(57%) but a large proportion (47%) also received their loans
in cash and kind (Table 22). Except for the loans intended
for crop production, loan releases were usually in cash.
Notably, a greater pecentage of loans obtained from RBs
(92%) and CRBs (68%) were released in cash while most (76%)
of the loans obtained from the coops were released in both
cash and kind.

There appears to be a correlation between loan
diversion and mode of release. The incidence of diversion
of crop production loans obtained from CRBs and RBs is
reportedly high compared to the coops. Loans borrowed by the
‘coop respondents were .actually used for the intended
purpose. Loan diversion could easily be done if the loans
were in. cash since the debtor could easily use it to buy
things other than what it was intendeéd for. On the other
hand, if loans were in kind, i.e. fertilizer, the debtor
will have to go through the trouble of selling the
fertilizers before the loan can be used for other purpose.’
Apparently, financial sources -could look . at the possibility
of adopting the: mechanism of releasing loans in kind to
prevent loan polevaulting.

Perceived Effects on Productivity and Income/Welfare

Effectiveness of the different credit institutions can
be viewed in terms of the impact of loans availed by the
rural farmers on their productivity and income. During the
survey, respondents were asked about their perceptions on

the effect of their loans on their productivity and
income/welfare.

About four- fifths (80%) of all borrower-respondents

perceived that the loans they got helped increase their
productivity (Table 23). The percentage of positive
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1able 21. Mode of release of loans to respondemts, by source of credit and by loan purpose, 1992.

Source of Credit

Loan Purpose/

Node of Release CEB RB coop Hon-LBP All ¢
Conduit
Ro. i Fo. % No. % Ro. % Ko, ]
Crop preduction (B=34) (§=109) (¥=191) (§=20) (8=324)
Cash A 6176 9% 90.83 37 19,37 13 65.00 167  50.00
Kind 1 1.94 2 183 o 1.3 - - 17 5.2%
Cash and Kind 12 35,29 13 11,91 145 15.92 1 3500 N 52.78
Livestock production (¥=5) (#=8) (8=16) (§=1) (¥=51)
Cash 5 100.00 8§ 100.00 24  66.67 710000 3 75,47
Kind - - - - §  16.67 - - 6 11.76
Cash and Kind - - - - 8 15,47 - - 6 11.75
Business/Commercial (%=3) (8=3) (B=2) (R=8)
Cash - - 3 100.00 3 100,00 1 50,00 T 8.5
Kind - - - - - - 1 50.00 1 12.50
Cash and Kind - - - - - - - - - -
Ezergency/medical needs (K=1) (¥=1)
Cash - - - - - - 1 100.00 1 100.00
find - - - - - - - - - -
Cash and find - - - - - - - - - -
Housing {§=2) {§=1)
Cash - - - - - - - 1 100.00 7 100.00
Kind ' - - - s - - - -

Cash and Kiud- - - - - - - -

Rouse repair/maintenance : (8=3) (§=3)
Cash - - - - - - I 100.00 3 100.00
Kind - - - - - - . - -

Cash and Kind - - - - - . -

- ~ -
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Others (§=2) (§=1) (§=1) (R=1)
Cash 7 100.00 1 100.00 - - 1 100.60 i 100,00
Kind - .- - - .
Cash and Kind - - - - - - - - -

ALl Loaps ¢ (B=41] (K=121) (K=119) (§=29) (R=310)
Cash 9 68,29 111 9LE 5T 6.0 2 T4l 5103
Rind 14 1 LS 18 81 1 345 1 e
Cash and Kind 17 29.00 3 248 MW 6.5 7 W 1 403

t fotal does not tally because respondents may have more tham ome source of credit.

1t Total does not tally because respondents may have more tham ome loan with different
loan purposes.

fn:morelaas
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fable 23. Fusber of respondents whose productivity increased due to the loan,
by province and by source of credit, 1992,

Increase Did Not Increase All

Province/

Source of Credit

No. i Fo. i fo. %

Fegros Occidental

CRB 9 90.00 1 10,04 10 100.00

BB 17 85.00 ] 15.00 20 100.00

coop g4 80.00 16 10.00 80 100.00

All 90 81.82 10 18.18 116 100.00
Bohol

CRB 7 70.00 3 30,00 10 160.00

BB 10 50.00 10 50.00 0 100,00

coqp 8 9133 1 b.87 30 100,00

Al 45 75.00 18 15.00 80 100.00
Cebu

B8 - - - - - -

BB 15 75.00 § 25.00 20 100,00

coop 18 90.00 1 10.409 20 100.00

All 13 81,50 1 17.50 40 100,00
Fegros Oriental

(kB - - - - - -

1B 19 95.00 1 5.00 0 100.00

Coop 14 70.00 § 30.00 20 100.00

ALl 33 81.50 1 1.9 40 100.00
Iloilo :

CRB 9 90,00 1 10,00 10 160.00

RB 18 90.00 1 10.00 0 100.00

coop i 5 87.50 . 5 1750 40 108.00
Al 82 838,57 8 1.4 10 160,00
Aklan

CEB : 6 60.00 4 £0.00 10 100.00

BB $  45.00 11 59.00 0 100,00

coop 19 95.00 1 5.00 20 100.00

ALl 34 68.00 16 312.60 50 100.00
All Provinces

CEB it 17.50 y 11,50 0 100.00

RB g8 111 32 26.47 120 100.00

coop 178  84.76 il 19.24 10 100.00

All 297 80.77 13 19.73 170 100.00

fn:prodincr
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response among the credit sources ranged from 73 percent
(RBs) to 85 percent (coops). Of all the provinces covered,
it was only in Aklan where the proportion of borrowers who
said their productivity increased is relatively low (68%).
The highest percentage (89%) was cited by respondents from
Iloilo.

Majority (64%) of those who perceive that their
productivity rose mentioned that the loans they got
augmented their ability to procure inputs (64%) while others
(34%) cited that they were also able to hire additional
labor hence farm productivity improved (Table 24). Appendix
Table 7 shows the responses across provinces. These figures
further confirm the observation that releases of loans
through cash and kind help the farmer allocate his
resources. Farm inputs constitute the amount released in
kind while the portion released in cash is intended for farm
related expenses like payment for hired labor.

Majority of the respondents (82%) perceive that the
loan contributed to the improvement of their income/welfare
(Table 25). The perception is almost the same regardless of
source of credit. The proportion of respondents in each
province who said that the loans added to their
welfare/income did not fall below 80 percent except in Bohol
(67%). The highest percentage (94%) was reported by Aklan
respondents (Appendix Table 8).

With the increase in production that the farmers
realized as a result of the loans that they got, the 82
percent of respondents said their welfare/income level
increased and they were able to buy their household needs -
(Appendix Table 9). Others mentioned that they were able
to put up small businesses (7%) that provides them
additional source of income.

Other respondents averred that their productivity did
not change despite the loan that they got. The major reason
cited by many (31%) of these respondents is the negative
effect of the long dry season on their crops (Appendix Table
10). Others (16%) mentioned that they used their loans for
house repair and not for productive purposes hence, it did
not have any effect on productivity and income/welfare. '
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%able 24. Reasons wby respondents’ productivity increased, by source of credit and by province, 1392,

Source of Credit

Frequency
CRB I8 ¢oge All
Ko. i fo. § Ro. i Ko. %
(§=11) (R=48} {§=178) {§=187)
Tnereased ability to procure inputs 15 48,39 53 60,21 115 64.61 183  63.76
Increased ability to bire additional labor - - § 5.68 5 2.81 10 3.48

Increased ability to procute imputs/

increased ability to hire additiomal labor 13 48,33 28 31,82 57  32.02 100 3484
Purchase equipment for family business S IV X R - - - 1 0.3
No response _ - - 2 1 3

fu:reasprol
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rable 25. Number of respondents whose welfare/income increased due to the loan,
by province and by source of credit, 1992.

Increased Did Not Increase All
Source of Credit

No. % No. % No. %
CRB 31 77.50 9 22.50 40 100.00
RB 98 81.67 22 18.33 - 120 100.00
CoOP 174 82.86 36 17.14 210 100.00
All 303 81.89 67 18.11 370 100.00

fn:welfinc2
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Viability

Viability, which refers to a credit institution's
capability to succeed Or become profitable, develop and
function adequately at a given period of time, is another
aspect that was 10o0ked into. The viability of a credit
mechanism was assessed in terms of the following variables:
(1) repayment rate; (2) collection mechanism; (3) trend in
number of borrowers; (4) administration/lending cost
incurred; (5) net income of conduits and their farmer-
borrowers; (6) capital build-up; and (7) monitoring system.

Collection Mechanisms

The credit institutions adopted various loan collection
schemes. The largest proportion (68%) usually wait for
borrowers to voluntarily pay their loans/amortizations
although a considerable number of CIs send a written notice
(30%) or representatives (24%) to borrowers to remind them
that their payment is due, then wait for the borrowers to
personally come to their office to pay their loans (Table
26). Sending of representatives/personnel -to personally
remind borrowers is a strategy that is more commonly adopted
by the RBs than by the coops. CRBS do not practice this.
In some instances, the coops and CRBs send a collector to
personally collect the amount due.

From the borrowers' end, three common ways of repaying
loans were cited. These are: (1) they were sent notice of
payment due after which they went to the coop/bank to pay
(42%); (2) they voluntarily pay their dues even without
notice from the coop/bank (34%); or (3) they paid their
loans after an official/representative from the bank/coop
came to remind them of their obligations (19%) (Table 27).
Some coop and RB borrowers pay their loans through the
quedan while a few of the remaining individual borrowers pay
directly to the LBP.

About one-half of the borrower-respondents (45%)
reported that loans are collected from them every harvest;
others (25%) pay every six months; while some (22%) pay
yearly (Table 28). Most of the coop borrowers pay their
1oans after harvest, while CRB and RB borrowers commonly
pay every year (32% and 37%, respectively). Appendix Table
11 show the frequency of loan repayment across province..

Around 95 percent of the borrower-respondents also
mentioned that they paid their loans in cash while an almost
equal proportion paid aither in kind or in cash/kind (5% and
4%, respectively) (Table 29). All of the CRB and almost -
all RB borrowers paid cash. This is understandable
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table 26. Procedures of loan collection by credit imstitutions, 1992.

Credit Iastitaution
Procedures
CRB RR caap All
Fo. % Ro. § Fo. § Fo. &
{n=4} {n=12) (n=21) (8=37)
Through quedan - - - - § 128,97 § 16,22
Rorrower pays personally at
Coop/Bank 4 100.00 7 58.33 14 66,67 5 61.57
Bank/coop representative : _ '
goes to borrower to remind
payeents then borrover goes
to coop/bank to pay - - § R ¢ 19.05 TRV
Letter sent before maturity : :
then the collector goes o
borrover on maturity date 1 25.00 4313 b 2.5 1 9.7
Collector go€s to horrower on
dates of Baturity - - 1 16.87 - - 1 5.4
L8P personnel reminds payment
during general assembly - - - - 1 L7 1 2.1

t Total more tham 100% due to multiple response.

~fn:pfocoll
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fable 27. Procedures of loan repayment by borrower-respondents, by source of credit, all provinces, 1992,

Source of Credit

Procedures (kB i coop ul
Fo. & Fo. ] Ko, § fo. 3
{§=40) (¥=120) (X=210) (R=170)

Bank/coop sends letter then 2 85.00 64 53,13 8 A7 156 {216

borrower pays personally
Coop/bank vaits for the borrower to T 17.50 B 3.3 8 2.3 14 0

pay personally w/e sending letter
Institution manager/official qoes to the § 20.00 6 21.66 ¥ 1686 89 18.8d

borrower's house persomally
Pay directly or personally to LBP - - - 5 .3 ¥OOLE
Through quedan _ - - 8.67 5 1.9 1 8%
land Bank collector qoes to lenders house - - - - 7 0% 7 0L
Yhrough Brqy. Chairman - - - - 1 0.48 10y
Through coop - - - - 1 0.48 1 o0
Coop meebers/officials hold an assexbly

before raturity - - - - 1 0.48 [ V)i

fn:procosac
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Table 28. Frequency of loan collection from borrower-respondents by source of credit,
all province, 1991.

Source of Credit

Frequency
Cg B8 oop All
Fo. § Jo. i Yo. i Ro. =~ %

{§=40) (K=120) {§=110) (B=170)
Every § months § 120.00 I 0.1 oW 9% 15.4
Every after harvest 1 27.%0 A I NN 128 60,95 188 45.44
Bvery year 13 32.50 44 36.67 % 12.38 81 .4
Every month b 15,00 1 5.43 ] 1.43 18 {.31
Bvery quarter 7 5.00 108 1095 5 1.35
Others t - - 2 L.6] - - 1 0.

t Includes every eight and nine momths
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Yable 29. Mode of collection of loans from borower-respondents, by source of credit and by loan purpose,

all provinces, 1992,

Source of Credit
Loan Purpose/
Kode of Release (2B BB coop fon-LEP Mt
Conduit
Ko, i fo. i fo. § Ha. § k. §
Crop production (K=3¢) (§=109} (F=191) (§=20) (N=324)
Cash 100,00 108 9808 172 9005 i1 8500 M 9393
Kind - - - - ST b 30.00 18 5.8
Cash and Kind - - 1 0.9 § 4N 2 1000 120 370
Livestock production (B=5) (R8) - [§e26) (§=2) {B=51)
Cash 5 100.00 § 10000 36 100.00 7 10000 51 100,00
Kind - - - - - - - - - -
Cash and Kind - - - - - - - - - -
Business/connercial (§3) (B=3) (82} (§<8)
Cash - - 3 100.00 1 106.60 2 100,60 § 100.00
Kind - - - - - - - - - -
Cash and Kind - - - - - - - - - -
Eeergency/nedical needs (¥=1) (K1)
Cash - - - - - - 1 100.00 1 100.00
Kind - - - - - - - - - -
Cash and Kind - - - - - - - - - -
Bducational needs (82) (B=2)
Cash - - - - - - 2 100.00 7 10000
Find - - - - - - - - - -
Cash and Kind - - - - - - - - - -
House repair/maintenance (B=3) )
Cash - - - - - - 1 100.00 1 100.00
Kind - - - - - - - - - -
Cash and Kind - - - - - - - -
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Others (K=2) (E1) (B=1)

Cash 1 000 ) 10000 - - 1 100.00
Rind - - - - - - - -
Cash and Kind - - - - - - - -
All Loamg 12 (§=41) (§=121) (¥=219) (§=29)
Cash 4 10000 120 9917 200 LW W0 6.9
Rind - - U 63 6 20.89
Cash and Kind - 1 0.8 9 L i1

(3=4)

¢ 100.00

350
18
13

{R=310)

%.59
B!
15

* Total does not tally because respondents Bay have wore than one source of credit.
tt Yotal does mot tally because respondents may have kore than one loan with different
loan purpose.

fn:nodcoll
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considering the fact that the banks do not have mechanisms
to handle payment in kind. Among the credit sources, the
borrowers from other sources of credit recorded the highest
percentage which paid loans in kind (21%) and in cash and
kind (10%). This could be due to existing marketing
arrangements that borrowers and informal creditors enter
into to ensure repayment, market for the goods produced and
assured supply of palay for the traders to sell. Payment in
kind was reported only for crop production loans.

Majority of financial institutions (86%) reportedly
encountered problems in collecting loan repayments from
their borrowers. Among the problems cited, foremost is non-
repayment due to low production (72%) (Table 30). This
problem was encountered by majority of the Cls. In
contrast, almost all the borrower-respondents (98%) claim
they had no problems regarding the loan collection scheme of
their creditor institutions (Table 31). The problems cited
by coop borrowers are in relation to the group liability
principle. There are some members of the group who are
unable to raise the necessary funds to meet their
obligations while others do not remit their payment on time
such that their payments are not credited by the coop/LBP.
Bank borrowers on the other hand, said that the
inaccessibility of banks constrain them from remitting their
payments on time. ‘

Repayment Rate

The average repayment rate of the respondents was about
37% (Table 32). The low repayment rate is due to the fact
that as of interview date, most of the loans have not
matured. The borrowers from non-LBP conduits (particularly
GSIS, Pag-ibig and informal 1lenders/traders/millers),
recorded the highest repayment rate of 56 percent. Among
the LBP conduits, the Coops have the highest repayment
rates, while CRB debtors posted the lowest, at 26 percent.
Across loan types, the highest (58%) repayment rate reported.
-are those house repair/maintenance while the lowest (8%) is
that of emergency and medical loans. The repayment rate is
high for house repair/maintenance loans because these loans
were borrowed from sources such as GSIS and Pag-ibig where
payment is done through monthly salary deduction.
Meanwhile, coop borrowers aho loaned for ccmmercial /business
purposes recorded the highest repayment rate. The repayment
rate for livestock production (47%) is higher than that of
crop production (37%).

The efficiency of non-LBP conduits (mostly traders), in
collecting loan repayments is further reflected in the high
repayment rates reported by borrowers in Negros Occidental,
Aklan and Bohol (Appendix Tables 12 to 14). In fact, in
Bohol, repayment rate to non-LBP conduits is 100 percent
although coop borrowers who availed of loans for livestock
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®able 30. Problems emcountered in collecting loans from borrowers by credit imstitutiom, 1992.

Credit ITastitution

Probleas

CiB BB coop All
P A

(n=4} {a=11) {2=17) (n=32)
Only the interest is paid - - 1 9.09 - - 1 1.1
Horrowers take their loan for gramted 1 25.00 - - 7 1176 10938
Diversion of loan - - - - 1 5.88 11
Fon-repayment due to low production 1 75.00 T 83.84 1 16,47 13 71.88
Ko permanent office to hold tramsaction - - - - 1 1176 2628

product sold to another market imspite

of market tie-up aqreement s - - 1 5.88 134
Pailure of PCIC to pay horrowers clain - - - - 1 1176 /! '5.25
Borrowers died - - L9.09 - - 1 313
Borrower transferred to another place - - 1 18.18 - - 7 6.2%
----;;;;i ------------ ; 100.06-- 11 91.87 21-166766 | -35 97.3¢

* Total more than 100% due to multiple response.

En:proencou
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sable 1. Problems encountered by borrower-respondeats re their creditors’ collection scheae,
all provinces, 1992.

Source of Credit

Problegs (iB BB Caop All

. % K. % K. 0§ Fo. 3

(¥=40) (F=120) (F=210) (§=370)

Fone 8 95,00 116 96.67 208 99.0% 67 97.84
Cannot easily remit payaent since other

gerbers of the group have no money 1 1.9 - - 1 0.48 7 0.54
Some payment was not remitted to LBP - - - - 1 .48 1

by the credit source _ : _
Transportation going to the bank - - 1 0.83 - - 1 0.1
Ro response 1 2.5 i 1.3 - - 5L

fn:proschen
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Table 32. Average repayment rate of borrower-respondents by source of
credit and by type of loan, all provinces, 1992.

Source of Credit

Type of Loan

CRB RB COOP  Non-LBP Al

Conduits
Crop production 31 35 38 62 37
Livestock production 18 26 55 69 47
Commercial/business - 42 79 27 42
Emergency/medical - - - 8 8
Educational needs - - - 0 0
House repair/maintenance - - - 58 58
Others 20 21 - - 20
All ' 26 36 41 56 - 37
fn;averate

50



production also posted a very high repayment rate of 99
percent. In Iloilo, CRB borrowers recorded the highest
repayment rate (83%) although mortgagors from non-~LBP
conduits who borrowed for livestock and c¢rop production
reported repayment rates of 100 percent and 73 percent,
respectively (Annex Table 15). In Cebu and Negros Oriental,
where no respondent sought financial assistance from non-LBP
conduits, the highest repayment rates were paid by the coop
(75%) and RB (27%) borrowers, respectively (Annex Tables 16
and 17). High repayment rates to the non-LBP conduits can
be attributed to the tie-up mechanism that they employed
to ensure efficient loan collection. For instance, traders
and input dealers use marketing tie-up strategies, GSIS and
Pag-ibig have the salary deduction scheme and the landlords
normally deduct their tenant's loan from their share of the
produce.

More than three-fourths (76%) of the borrowers claim
that they are always able to pay their loans (Table 33).
The highest proportion (38%) of borrowers who said they are
not always able to repay their loans on time are the CRB
borrowers while the lowest (17%) are the RB borrowers. The
percentage of borrowers in each province who say that they
are always able to pay their loans ranged from 67 percent
(Bohol and Negros Occidental) to 100 percent (Cebu)
(Appendix Table 18).

The borrowers' inability to repay their loans was
attributed to a number of factors, foremost of which is the
occurence of calamities that adversely affected their
harvest (Table 34). This reflects the uncertainties and
risks involved in agri-lending which is the primary reason
why a large number of banks particularly the commercial
banks focus on other types of loans. = BAnother reason why
some of the borrower-respondents were not able to pay was
that loan funds were used for other purposes.

Unfortunately, data gathered from the institutions are
not sufficient to compute for the repayment rates since data
on loan collection include repayments on matured and
unmatured loans. Nevertheless, the amount of loan
collection across credit sources were captured.

Table 35 shows that the average amount of loans
collected decreased continuocusly from 1989 (R7.1 M) to 1992
(B5.4 M). This, however, is not a reflection that repayment
rates are dropping since basically loans granted during the
said period decreased. Repayment for crop, livestock and
post-harvest facilities constituted the biggest portion from
1989 to 1992 primarily because this loan type also got the
largest share of loan grants. Across credit institutions,
RBs reported the highest loan collection in 1989 and 1990
and CRBs, in 1991 and 1992. Note that the percent share of
repayment for commercial Jloans of CRBs has increased
tremendously from 2% in 1989 to 24% in 1992. Likewise,
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'able 33. Number of borrower-respondents who are always able to pay their loan,
by province and by source of credit, 1992.

Always Not Always All
Source of Credit
No. % No. % No. %
CRB 25  62.50 15  37.50 40  100.00
B 100  83.33 20 16.67 120  100.00
CooP 156 74.29 54 25.71 210 100.00
All 281 75.95 89  24.05 370 100.00

fn:ablepay?
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table 34. Reasons for nmon-repayment by source of credit, all provinces, 1992,

Source of Credit

Reasons CRB RB ~Coop All

§o. ] Ko, § Ro. % Ka. %

(K=15) (§=20) (N=54) (§=83)
Bad harvest/lov production due to 7 1.3 § 20,00 T 12.9 13 14,81
calanities/pests and diseases 10 66.67 15 15,00 I 1.2 ot 7191
Money was used for other purpose 1 20.00 ¢ 20.00 8§ 1.8 15 16.45
Lov warket price of crop - - 1 5.0 i 1.4 § 5,61
Fo money to pay/income deficiency 7 1333 0 1 1500 1 1.85 § 6.4
The balance was restructured - - - - 355 I LY
High fars expenmses - - - - I 5.5 1wy
Delaged barvest time _ - - - - 131 1 LI
BCIC failed to pay the sugar planters - - - - 1 37t 1 1.3
Payments were not remitted to LBP - - - - 1 1.8§ 1 11
o response 2 1133 ‘210,00 35,5 1 1.8

fn:nonrepay
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vable 35. Awount of loans collected, by type of loan and by year.

TREAR
Credit Institutions/ 1989 1390 1991 1992
Yype of loan
Anount 3 Arount L] Arount { lzount i
(P) (?) (P) (P)
Caoperative Rural Bank
Agricultural 6,006,781  73.54 6,549,039 57.20 6,613,529 4470 9,018,726 66,91
Connercial 122,813 1.5 7,48 19.4 1,938,700 13.10 1,218,486 23.88
Industrial 8,314 0.3 2m  wn a,m 018 7,106 0.09
Housing - - 7,88 042 3,489,178 23,48 68,067  0.%0
Consusption 13,000 0.16 7,000 0,06 13,000 0.0 9,3 0
Salary 1,996,861 2445 1,562,546 2.4 1,700,515 18.39 1,127,81  8.36
- fotal 8,167,774 100.00 11,430,192 100.00 14,796,654 100,00 13,478,809 109.00
Rufal Bank
Agricultural 5,087,119  60.95 7,719,300  63.58 8,462,701 60,45 4,641,708 62.08
Commercial 1,840,724 1M 1,943,441 wnm 1,898,163 2.1 1,116,382 18.40
Indu;trial 1,009,511 10.44 811,410 6.62 ue,ns 1,30 184,986 2.47
Housing 260,523 2.8% - - 1,95 Ll 636,730 .51
Consueption - - - - - - - -
Salary 08,321 1.1 0,640 5.8 751,605  7.03 §33,714  8.3%
Total 4,822,203 100.00 12,260,791 100.00 10,691,618  100.00 1,479,512 100.00
Cooperative
Mgricultural A ‘ _
Crop production 76,647 100,00 36,570 940 STLUT 9281 868,950 78.%8
Livestock production - - - - w000 4 236,000 21.09
Post-harvest facilities - - - - W 1.3 31 0.
Copmercial - - 36,364 8,60 8,84 141 - -
Industrial - - - - - - - -
Bousing - - - - - - - -
Consugption - - - - - - - -
Salary - - - - - - - -
fotal 76,647 100.00 422,934 100.00 §16,502 100.00 1,108,687  100.00
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All

Aqricultural 4,513,187 6379 4,336,087 62,87 MU 5.4 3,632,656 TR
Cozmercial 1,008,436 14,96 1,543,805 22.38 1,189,885  20.89 1,001,950 18.55
Industrial 982,18 8.3 MU 4L 8,15 1.4 76,645 1.42
Botsing 14 .07 7,640 014 555,108  9.75. 269,783 4.9
Consueption 2,48 0.03 1,10 6.0 1,677 0.03 5,360 0.1
Salary 772,85 10,92 694,263 10.03 593,405 10,42 45,199 1.8
fotal 7,075,609 100,00 6,919,238 100,00 9,896,236 100.00 5,401,777 100,00
fn:antlotep
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share of repayment for commercial loans of RBs has also gone
up from 1989 (19%) to 1990 (24%) and 1992 (27%) although in
1992, it dropped to 18 percent. Meanwhile, the amount of
loan repayment for cooOpSs rose from B76,647 to R1,108,687
primarily because loans granted by coops also grew.

Maintaining a high repayment rate is critical to the
viability of a financial institutions since it is through
high repayment rate that the roll-over of funds is assured.
However, achieving high repayment rates is heavily dependent
on an efficient and aggressive collection scheme.
Apparently, it is not enough that the banks/coops adopt the
nwait and see" attitude in loan collection. In fact, to
ensure high repayment rates private traders/lenders make
sure that during harvest time, they are present so that
they can get the payments right away-.

Another mechanism that credit intermediaries could look
into is the mode of loan repayment. Note that those who
obtained crop production loans from non-LBP conduits and who
paid their loans in kind or in cash/kind reported the
highest repayment rates. Among the LBP conduits, the coops
recorded the highest repayment rates and they also reported
the highest payments in kind or cash and kind. On the other
‘hand, CRB borrowers who generally pay in cash had the lowest
repayment rates. 1f payments are made in cash, there are
possibilities for the cash to be used for other purposes
especially if the payment cannot be made immediately and
considering the low level of income and savings of the
farmers. Moreover, it will take sometime before the produce
is. sold and encashed so, oftentimes, cash payments are not
delivered to the lender right away.

Another scheme that could be considered is marketing
tie-ups. When the CRB was conceived, a market-tie-up scheme
with the Area Marketing Cooperative (AMCs) was supposed to
be employed. However, due to several factors, foremost of
which is mismanagement, majority of the AMCs stopped their
operations. Hence, if a marketing tie-up will be undertaken,
it is imperative to ensure that - the capacity of the
jnstitutions/organizations involved to deliver the necessary
tie-up services can be maintained.

Financial Status of Conduits and Farmer-borrowers

Credit conduits. Based on their latest £financial
records, the 37 credit institutions netted an average income
of P162,842 (Table 36). Across financial intermediaries,
CRBs derived the highest average net income (PR481,444)
although the RBs generated higher gross revenues. On the
other hand, coops incurred an average net loss of R3,887.
CRBs and RBs have higher average gross revenues and expenses
because their volume of lending transactioms are much bigger
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Pable 36. Fimancial status of the credit institutioms (in peses)®,

Credit Institutions

Iten CRB () coop All
Income Statement
Average revenmus 3,106,000 1,313,403 198,246 1,520,843
Average expenses 2,624,555 1,171,129 207,133 1,357,802
Average lending cost 952,590 1,434,109 55,531 599,818
Percent to ave. ezpenses 36.30 43.18 17.41 44,18
Administrative cost 389,066 186,642 12,468 304,265
Percent to lesding cost 40.84 54.83 12.45 50.73
Cost of funds 93,348 82,403 944 317,353
Percent to lending cost 9.80 5.14 1.7 §.23
Average net income 481,444 336,174 {3,887) 162,842
Balance Sheet
Average assets 19,938,632 18,029,540 988,294 8,930,675 -
Average liabilities 13,974,840 14,182,861 887,228 6,854,769
Average owner's equity 5,963,793 3,848,874 o, 161,068 2,065,906

t Period covered varied froa 1991 to 1992.

fa:fiastat
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than those of coops. The CRBs normally cover one province;
the RBs service at least one town; while the coops normally
cover only one barangay/barrio.

The wviability of the CIs could be assessed more thor-
oughly through the trends in their income at least ‘for the
last 3 years. However, due to the lack of trends on the
part of the coops and the hesitants of most CRBs/ARBs to
provide the necessary financial statements, this could not
be done. The average assets and liabilities of the CRBs are
much higher than the RBs and the coops.

In terms of average owner's equity, the CRBs reported
the highest (R5,963,793) while the coops reported the lowest
figure (R101,066).

More than half (57%) of the RBs reported net incomes
above R50,000 (Table 37). Moreover, not a single RB
incurred losses. In contrast, all the coops with financial
statements reported net incomes of B50,000 or less with two
incurring net losses. Meanwhile, the CRBs showed extreme
trends in terms of net incomes. While one CRB netted more
than one million pesos, another incurred net losses.

The lending cost constitute a large portion (44%) of
the average costs of the CIs (Table 36). Almost half (48%)
of the expenditures of the RBs were for its lending
activities. 1In contrast, lending cost of the coops is only
27 percent of its average outlays. More than half (54%) of
, the lending cost of the RBs were for administrative outlays
while the coops' -administration expenses constitute 1less
than one ~fourth of the total lending cost. This is because
coops usually have very few personnel. Furthermore, the
cost of funds incurred by the coops is also the smallest
probably because the amount of f{financial assistance they
receive is less than the other credit sources and they are
charged much lower interest rates compared to CRBs and RBs.

Income of farmer—borrowers. The respondents reportedly
earned an average annual income of B51,390 in 1992 (Table
38). Among the three sources of credit, the RB borrowers
had the highest average income (B65,082) while the coop
borrowers earned the lowest income (P43,866).

Across provinces, respondents from Cebu received the
highest average annual income (P®91,501) while those from
Bohol had the lowest at B30,530.

Table 39 shows that about 50 percent of the respondents
fall below the poverty line of ®B32,500 per annum or
B2,709/month (1992 NEDA Statistical Yearbook). The
proportion of borrowers falling below this in¢ome level is
highest among coop respondents (52%) and lowest (40%) among
CRB borrowers. On the other hand, the proportion of
borrowers who received incomes of more than P100,000 is'.
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Table 37. 1Income distribution of credit institutions.®

Credit Institutions

Incone Class CRRB RR - Coop All
(Pesos)
Bo. $ Ko. % Fo. % Ro. §

(H=4) (N:IZ) {3=2) (§=37)

« toon0e - 19,8 I
0-50,000 1 25.00 2 16.67 1 52,38 1! 37.84
50,001-100,000 - - 1 8.33 2 §.52 3 §.11
100,001-500,000 - - I K - - {108
500,001-1,000,000 1  25.00 1 16,67 - - 3 8.11
>N 1 25.00 - - - 1 2.70
PS not available - - k| 25.00 § 28.51 g Y
All 4 100.00 12 100.00 21 100.00 31 100.00

t dates of financial statement ramged from 1991 to 1992,

fatincodist
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Table 38. Average amnval imcome of borrower-respondents by source of credit and by province, 1992,

Source of Credit

Province
CIB Lt} cooP Al
Aut, Yo, Ant. fo. Aat, Yo. Amt.‘ ¥eo.

[Pesos) Reporting (Pesos) Beporting  (Pesos) Reporting ({Pesos) Heporting
fegros Qccidental O VR VRN VT STt ST (ST 11 BT
Robol 36,864 0 24,488 0 3,44 0 30,59 60
Cebu - - 96,39 20 86,606 .20 91,501 10
Yegros Qriental - - 81,220 2 41,979 81,59 40
Ioilo - 492 100 1600 W W08 W SLam
Alan 65,20 10 A8ST 20 26,650 10 ALEE %0
ALl Provinces 49,815 0 65,082 120 43,866 210 5L, 370

fn:averinco
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7able 19. Income distribution of borrower-respondents by source of credit, by province and
by income class, 1392,

Source of Credit

Province/ :
Income Class CkR BB coop All

Keqros Occidental
32,500 and below 4 40,00 6 30,00 29 36.2% ¥ 3.8
32,500 - 49,999 7 20.00 3 15,00 PYEEX N L 37 19.08
50,000 - 99,999 { T 35.00 19 23,78 0 1.1
100,000 and above - - 4 20,00 5 6.23 9 §.18
ill 10 100.00 20 100.00 80 100.00 16 100.00

Bohol
12,500 and below 5  50.00 15 75.00 13 16.67 1 1.8
32,500 - 49,999 1 10.00 { 10.00 1 10.00 § 111
50,000 - 99,9%9 £ 40.00 1 5.00 I 10.00 8§ 111
106,000 and above - - - 1 1.3 1 1.67
0 100.00 10 100,00 0 100,00 80 100,00

All 1
Cebu
12,500 and below - - 6 30.00 g 45,000 15 31,50
31,500 - 49,999 - - 315,00 115,007 § 15,00
50,000 - 94,999 - - § 25,00 & 20,00 g 22.%0
100,000 and above - - § 30.00 & 70,00 10 25.00
All - - 20 100,00 20 100.00 40 100,00
Negros Oriental :
31,500 and belov - - 11 55,00 11 55,00 27 55,00
32,500 - 49,999 - - - - 5 25.00 S5 1150
50,000 - 99,999 - - 2 10.00 3 15.00 5 12,50
100,000 and above - - 735,00 0 1 5,00 §  20.00
All - - 20 100.00 20 100.00 40  100.00
Iloilo
32,500 and below 5 50,00 7 35.00 5 82.50 3T 52.88
32,500 - 49,999 1 10.00 - - i 10,00 § T.14
50,000 - 99,999 1 30.00 8§ 40.00 10 25.00 2 30,00
100,000 and above 1 10,00 5 25.00 1 2.50 1T 10.00
All 10 100.00 10 100.00 {0 100.00 70 100.00
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Aklan

32,500 and below 7 20.00 §  40.00 13 65.00 - 23 46.00
32,500 - 49,999 2 120.00 I 15,00 b 30.00 122,00
50,000 ~ 99,999 £ 40.00 8 46,00 1 5.00 13 26.00
100,000 and above 2 20,00 1 §.00 - - 3 6.00
Al 10 100.00 20 100.00 0 106.00 50 100.00
All Provinces
32,500 and below 16 40.00 51 W1 1y 52,38 179 48,38
12,500 - 49,999 § 15,00 11 10.83 {8 22.86 67 18.11
50,000 - 99,949 15 37.50 5.8 0 19.09 86 23U
100,000 and above K 1.50 13 1.1 11 5.71 B 10.77
ALY L 40 100.00 120 100.00 1o 370 100,00

100.00

fn:incosoc
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highest (19%) among RB borrowers. Less than 10 percent of
the CRB and coop borrowers fall within this income class.

Across provinces, the highest and lowest incidence of
poverty can be observed in Bohol and Negros Occidental
where 72 and 35 percent of the respondents, respectively
fall below the poverty level. The figures, however, do not
show any conclusive relationship between source of credit
and income level of borrowers. An equal proportion of low
income borrowers from Negros Occidental, Bohol, and Negros
Oriental borrow from the RBs and coops. It is only in
Iloilo and Aklan where a considerable number of poor
borrowers (62% and 65%, respectively) obtained loans from
the coops.

The trends in incomes could be related to the
respondents' occupation. It can be observed that although
across credit institutions, the bulk of the respondents'
source of primary income are farm related, the proportion of
coop bhorrowers who derive most of their income from the farm
is higher (83%) than either the RB (66%) or the CRB (72%)
borrowers (Table 40). In contrast, one third (33%) of the
RB loaners derived incomes primarily from non-farm jobs
while only 15% of coop borrowers are dependent on such
source of income. The sources of primary income across
provinces as indicated in Appendix Table 19 while Appendix
Table 20 reflects their primary occupation.

Moreover, about half of the CRB and RB borrowers who
have secondary sources of income considered farming only as
their secondary source (Table 41). These show that most
coop borrowers rely heavily on farming than other sources of
income but as empirical studies have shown incomes derived
from farming is normally lower than other sources of income
especially non-farm sources. Furthermore, Appendix Table 21
indicate that about half of CRB and RB borrowers consider
farm related activities as their secondary sources of
income.

The RB borrowers are the least dependent on farming but
they derived the highest annual net farm income (B32,360)
(Table 42). On the other hand, CRBs borrowers received the
lowest farm income (B20,359 per annum). The highest farm
income (R73,126) was reported by a RB borrower from Negros
Oriental while the lowest (B8,450) was made by a CRB
borrower from Bohol. Among RB borrowers, those from Bohol
also reported the lowest farm income (R10,269). This could
be related to the farm area, crops raised and average
production across credit institutions.

RB borrowers cultivate/own +the highest average farm
area (2.40 has.) while CRB borrowers, the lowest (1.76 has.)
(Table 43). The borrowers who reported the highest and
lowest farm incomes have farm sizes averaging to 4.51 and
0.74 hectares, respectively. Regardless of source of credit,.
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table 40, Sources of primary income of hqrrower-respoudeuts by sonrce of credit, 1992,

Source of Credit

Souzce of _
Income CiB B Coop All

No, i No. % Ro. § Re. i
Parn 9 72,50 19 65.83 1717 8.3 283 Te.49
Gff-farm - - 1 .83 3 1.43 4 1.08
Ron-fara 11 27,50 1 3319 7 15U 83 .43
All . 40 100,00 120 100.60 210 100.00 170 100,00

fn:priminco
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Table &1. Secondary occupation of borrover-respondents by source of credit, 1992,

Source of Cradit

Secondary Occupation CRB BB cooe All
fo. t Ro. i Ro. H Ro. §
(K=26) (§=82) (B=139) (N=247)
Farmer § 0. I 43.90 9 20.88 13 29.5%
Businessman 1 3.85 1 1.12 i 2,88 11 4,45
Hired fare laborer/helper - - 1 8.54 14 11.51 73 5.3
Dressmaker/tailor 1 31.85 1 1.4 z 1.4 5 1.01
Storeowner 2 7.69 1 1.4 § 437 w405
Laborer - - { 4,88 8 5.76 17 - 4,86
Carpenter - - 1 1,71 10 7.19 i 4,45
FPishing 1 1.89 1 1.22 T 50 10 £.05
Pensioner - - ) 1.44 -5 1.60 1 2.83
Anigal raising 5180 T | 19 1387 B 113
Vendor 1 1.85 { 4.88 § .32 11 §.45
Brgy. official 1 1,85 1 1.2 It 1.41 13 §.26
Qthers ! 519.03 17 14,63 1 1151 11 1338
~ Total 26 100.00 82 100.00 ‘}39 100.00 147 100.00
Percent to total
borrover-respondents £5.00 63.33 £6.19 §6.76 .

* TIncludes Truck/trieycle/motorcycle operator, Security guard, Welder, Teacher, ?arﬁer,
Electrician, Tuba gatherer, Carpenter/Sales represemtative, Bookeeper, frained hllot
Coop official/employee, Salvaro making, Remittance from abroad.

fn:secoccup

63



rable 42. Average annual net farm income of borrower-respondents
by source of credit and by province, 1992 (in pesos).

Province

Source of Credit

CRB KB Coop All
Negros Occidental 22,263 40,380 20,576 24,330
Bohol 8,450 10,269 18,274 13,968
Cebu 13,942 39,736 26,838
Negros Oriental 73,126 31,100 52,112
Iloilo 12,763 20,056 16,487 16,975
Aklan 37,960 36,388 10,383 38,305
All 20,359 32,360 21,324 26,421

fn:netinco
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Table 43. Average farm size per respondent, by source of credit
and by province, 1992 (in hectares).

Source of Credit

Province

CRB KB COOP All
Negros Occidental 2.54 2.14 1.92 2.02
Bohol 0.74 1.27 1.71 1.40
Cebu - 2.75 121 2.01
Negros Oriental - 4.51 5.94 5.22
Iloilo 1.53 2.43 2.12 2.12
Aklan 2.21 1.27 1.35 1.49
All Provinces 1.76 2.40 © 2.19 2.21

fn:avefasiz
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farmers from Negros Oriental cultivate the largest farms
(5.22 has.) while the Bohol farmers till the smallest (1.4
has.). Farms in Negros Oriental are relatively big because
most of these lands are either sugar~based or coconut-based
plantations.

The farmer-respondents planted different crops, the
most common of which were palay (65%); sugarcane (23%) and
corn (19%) which are all annual crops (Table 44). Some
raised permanent crops such as coconut (9%) but most planted
annuals because they provide immediate returns. Meanwhile,
there were few respondents who planted legumes and bananas
basically for home consumption.

Regardless of crops planted, RB borrower recorded the
highest average production per hectare (33,903 kgs.) while
the CRB debtors reported the lowest at 5,054 kgs. per
hectare Table 45).

Across provinces, respondents from Negros Oriental
gained the highest average income (B52,112) probably because
the most common crop planted in this province is sugarcane
which is a high wvalue. In contrast, Bohol which had the
lowest average net farm income of P13,968 grow rice mostly.

The above discussion supports the premise that RB
borowers are more affluent than the CRB and coop borrowers.
This could be due to the fact that the Rbs put emphasis on
the borrower's capacity to pay and income is one of the
indicators of the capacity to pay. Moreover, the revenues
of the borrower-respondents could also be associated with
the collaterals being usually asked for by the RBs since the
higher the income of the borrowers,  the greater is his
capability to buy large assets that could serve as
collaterals being asked for. On the other hand, those with
low incomes and cannot afford to buy the collaterals being
asked by institutions such as RBs and CRBs will shift to
other sources such as coops, other farmer organizations and-
even informal credit sources like private moneylenders,
traders and input dealers who do not require collaterals.

Capital Structure/Build-up

The authorized capital of credit institutions surveyed
averaged P3.2 million, of which R1.5 million (47%) 1is
subscribed and Bl1.6 million (51%) is paid-up (Table 46).
Of the three types of institutions, RBs have the highest
authorized capital (R7.8 million) while the coops have the
lowest (BO.4 million). "

Funds for the institutions were raised through paid-up
capital, membership fees, savings generated and other
sources like annual dues, and general assembly fees (Table
47). In 1992, the average capitalization of the CRBs
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fable 44. Major craps planted by respondents by source of credit, all provinces 1992,

Source of Credit

Ne response
ot applicable

Crops :
CRB ‘ RB coop All

Fo. § fo. [ leo, } Fo. it
(N=40) {8=120) (R=210) [§=370)
Palay 11 81.50 T 617 136 §1.90 40 §4.88
Corn § 15.00 1B 8.1 ¥ 1810 17 19,46
Sugarcane 1 250 1§ 1133 8y 32.86 88 13.u
Coconut 5 12.50 1 8.3 19 §.08 U .19
Rootcraps 1 1.8 1 §.83 13 6.19 17 .99
Legunes 1 2.5 § 1.50 { 1.90 it 1.78
Banana 1 7.50 { 3.3 1 1.3 14 3,78
Others 1 2.5 1 9.17 19 4.7 vy, 5.95

1

1

- 5,00 §  6.67 8 3.81 18 4.88
. 5.00 - - 7 0% £ 108

+ %otal more than 100% due to multiple response.

fo:croplant
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Table 45. Average production per hectare, all crops,
by source of credit, all provinces,
1992 (in kgs.).

Average Production

Source of Credit Per hectare
Cooperative Rural Bank 5,054
Rural Bank 33,903
Cooperative 8,534
aAll 18,623

fn:aveprod
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Table 46. Capital structure by credit institution, 1992 (in pesos).

Kind of Capital

Credit Institution Authorized Subscribed Paid~up
Cooperative Rural Bank - 4,250,000 2,172,200 2,444,076
Rural Bank 7,844,742 3,477,225 4,117,450
Cooperative 423,778 158,654 80,576
All 3,244,223 1,511,007 - 1,645,346

fn:capstruc
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Table 47. Average amount of capital by source and by credit institution, 1992.

Credit Iastitaution
Sources CRB RB coop All
Anount $ Anount t Anount t Amouat 1
(Pesos) (Pesos) {Pesos) (Pesos)
Paid-up capital 7,444,076 3399 4,117,450 71.36 80,576 92.56 1,645,348  60.98
Nembership fee 16,250  0.23 - - 2,857 1.8 105,946 3.93
savings 1,803,039 25.00 1,282,180 22.22 1,45 1.6 §11,5719 22,87
Qthers 2,928,058  40.72 370,208  6.42 7,173 .50 135,219 12,43
All 7,191,423 100.00. 5,769,315 100.00 87,051 109,00 2,698,150 100.00
fu:capbld
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reached B7.2 million, the RBs ~ B5.8 million and the coops -
®87,051. In terms of generating savings and raising funds
from other sources, the CRB ranked first. 1In 1992, the
average savings generated by the CRBs was Bl1.8 million
compared to the RBs' PRl.3 million and the coops' P1l,445.
The CRBs were also able to generate substantial amount of
funds from other sources (P2.9 million) while the RBs raised
only about R0.4 million and the coops, only ®2,173.00. The
weakness of the savings mobilization scheme of the coops is
indicated by the fact that savings comprise only two percent
of the coops total capitalization in contrast: to 25 percent
of the CRBs and 22 percent of the RBs.

The limited amount of capital generated will redound on
the amount of loans that can be loaned out. The bigger the
amount of capital base, the higher is the amount of loans
that can be provided to the borrowers. Hence, the RBs and
CRBs granted the larger amounts of loan than the coops.
Moreover, the size of capital base also has bearing on the

timeliness of loan. Because the institution has the
resources, it can readily release loans upon approval of the
application. This is probably one cause why RBs and CRBs

process loans faster than coops.

In addition, the type of loan offered may also be
influenced to some extent by the availability of funds.
Rural banks and CRBs have greater capital base than coops
hence they can afford to offer diversified loan types within
the bounds of Central Bank restrictions. Much as some coops
would like to offer other loan types, they are inhibited by
the amount of funds available. For instance, acquisition
of farm machinery/equipment is essential to farm production
but not all coops can provide this type of loans and they
have to give priority to production loans.

These findings indicate the capability of the CRBs to
raise funds that may be available for lending and the
relatively weak position of the coops, in general, in terms
of putting up the necessary capital to back-up its
operations. This could be related to the "age” of the-
institutions. All the CRBs have been operating for 11-15
years while majority (76%) of the coops have been in
existence for less than 5 years (Table 48). The coops may
have not yet built up their systems of processing loans and
collecting repayments, and their manpower may not yet be as
efficient as the CRBs or the RBs. On the other hand, the
CRBs and RBs may have developed systems and mechanisms to
more efficiently operate and manage their resources based on
their long years of experience in the business.

The fact that the CRBs and RBs have stayed in the
business for more than 10 years is an indication of the
viability of their operations. On the other hand, it may be
too early to say if the coops are viable or not considering
that many of them are in operation for only a few years..
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Table 48, Distribution of CI-respondeats by number of years of operation, 1992.

-

Credit Institution

Ro. of years CRB BB coap All
of operation = ---em-e---ess omomes -~
Fo. & Ko § Ro, % No. %
(=4 (8=12) (k=21 (§31)
0-5 - - - - 15 76,19 16 43U
§-10 - - 1 4.3 1L 154
11-15 4 100.00. 1 16.67 1 L6 T 18.92
16-20 - - 1 % - - 1 LN
21 apod above - - KK - - 4 10.81
o Respomse - - N3 I OH 7 18.92
fotal L 100,00 1210000 21 100,00 3 100,00

----- ——

_____

fn:disoper
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Given time and proper supervision from concerned government

agencies, they may also grow and become as viable as the
other conduits of rural credit.

Trend in Number of Borrowers

The current number of borrowers was discussed on the
section on effectivity. However, the trend in the number of
borrowers across institutions was not captured.
Nevertheless, for the coops and CRBs, one indication that
could be used instead is the increase in the number of
members. For the coops, membership grew from 903 to 3,906
while for CRBs, from 1,735 to 3,289 coops. If the number of
members have increased, it could be inferred that these
coops and CRBs are able to provide the necessary services to
their members hence other people in the community are
enjoined to become members too.

Monitoring System

The existence of loan diversion implies some lapses in
the CIs' monitoring systems, Apparently, after loan
release, most of the sample institutions do not check
whether loans have been really used for the purpose that it
was intended for. Probably because this entails additional
manpower/administrative cost and because loan repayment is a
more important consideration than utilization of loan for
intended purpose. The attitude could be as long as loans
are paid, loan diversion to other uses is immaterial; hence
monitoring of loan utilization is not given much attention.
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Sustainability

The sustainability of the operations of the Cls is
assessed to determine 1if they have the capability to
continuously serve as a conduit of rural credit for a long
period of time. Sustainability is related to the viability
of a CI because a CI cannot provide continuous service
unless it 1is wviable. The wvariables c¢ritical to
sustainability include: policies re-~qualification of
borrowers, default or non-repayment, credit investigation,
savings mobilization, management/staff capability, (HRD,
investment, etc.) and linkages with other FIs, and
development organizations.

Lending Policies/Procedures

Borrower's qualification. The credit institutions
require different qualifications of their borrowers. Nearly
38 percent consider membership as a prime consideration
while about 34% consider not only plain membership. ' They
require that their borrowers should also be in good
standing. About 35 percent each look at the applicant's
capacity to pay and possession of collateral (Table 49).
Across credit conduits, the foremost criteria differed.
Rural banks considered more the capacity to pay (75%) and
ownership of collateral (58%) while coops give priority to
members (52%) especially to those members of good standing
(38%). The difference in the criteria of these institutions
could be due to their objectives. Banks operate for profit
while coops were organized to provide service to their
members. Meanwhile, CRBs which is a cross between RB and
coops in terms of organizational set-up and functions, take
into account membership (75%) and the possession of
collateral (50%). One CRB also considers the viability of
the borrower's business since it requires the borrower to be
in business for at least three years.

Farmer-respondents cited the same reasons why they are
qualified to borrow foremost of which is that they are
Samahang Nayon/coop members (68%) (Table 50). Other
important qualifications include also ownership of
collateral (43%) and applicant must have a good track of
record in terms of loan repayment (38%). These three factors
are also the major gualifications preferred by each credit
source although their ranking vary.

The importance to RBs of collaterals and good track of
record is more evident 1in the provinces of Negros
Occidental, Cebu, Negros Oriental, Iloilo and RAklan
(Appendix Tables 22 to 26). It is only in Bohol that RBs.
considered SN/coop membership as a primary regquirement



fable 49. Lending policies on qualification of borrowers by credit institution, 1992.

Policy CBR kB c00p ALL

Fo. % Ho. § fo, % Fo. %
(N=4) < {¥=12) © (811 {§=17)

e o b e A g S e o D o e A e e e e e

______

Capacity to pay/

With collateral 3 75.00 T 58.33 T 57.14 17 45.95
Good character - - .3 25.00 - - 1 8.1
Paid the set minimum shares - - - - 7 9.5 2 54
Actual tiller 1 25.00 1 16.87 419,08 T 18,9
Undergo seminar on nature

of loan applied for - - - - 1 478 1ouLn
Nember of good standing 1 25.00 - - 8 38.10 9 .1
Kembership 375,00 - - 11 .18 4 1.4
o outstanding loan - - - - 14.79 I
In business for .

three years 1 2500 - - - - - 1 2.7
CLT/EP Holder - - - - 1 478 1 2.7
Resident of fown barangay - - - - & 18.57 § 18.22

e oAl T o e Y

t fotal more than 100% due to multiple response.

_ fn:lendpol
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vable 50. Qualifications of borrowers by source of credit, all provinces, 1992,

Source of Credit

Qualifications cea BB caop All
Ro. $ Ro. i Ko. i Fo. §
(R=40) (R=120) (§=210) {N=370)
Samahang Hayon/coop meaber 180,00 46 3833 115 8333 183 8.8
¥/ collateral {i.e., land) 15 62,50 86 T11.67 3 172.86 159 42,97
¥/ good track record/without
outstanding loan 11 42.50 524133 19 31.82 14 40,00
Besident of/known in the barangay 10,00 1 5.4 3178 2 1.3
¥/ share of stocks in the institution 7 5.00 1 0.8 ¥ 113 8.
4R bepeficiary - - - - 11 12.86 11 1.30
Good citizen/with good moral character - - 9 1.50 U 6.67 1 §.27
¥/ relatives/friends working in the baak - - 11 18,13 - - 12 5.95
A farmer 1150 3050 1§ 8.87 1 5.95
Attended pre-gembership seminar 1 2.5 1 0.43 19 9.0% i 5.68
¥/ reqular source of income 10,00 8§ 6.47 1 0.48 11 1.51
Has a position in the coop/dank - - - - 1 s 11 2.97
Farpland is ready for planting - - - - § 3.1 8 1.1¢
Co-paker is an employee of the coop - - - - £ 1.0, § 1.08
A depositor - - i 33 - - { 1.08
Parents are Rural Bamk borrowers - - 1 0.8 - - { 0.27

fn:qualifi
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(Appendix Table 27). On the other hand, most coop members
in Negros Occidental, Negros Oriental, Iloilo and Bohol were
granted loans due to their membership. It is only in Aklan
where good track record is essential for coop-members while
in Cebu, SN/coop membership and having a good track .record
are almost equally important.

Because the primary objective of coops is to provide
the necessary services to members, even members with no
capacity to repay are granted loans without any type of
security. The laxity in the criteria of most coops in terms
of borrower qualification may prove to be detrimental to its
repayment rate and consequently, to its viability and
sustainability. On the other hand, the main criteria of the
RBs enhanced their financial viability hence among the
three, they reported the highest net incomes. Moreover, at
the borower level, , The RB respondents posted the highest
annual incomes and they also reported more assets than the
CRB and coop bhorrowers.

_ Documentation reqguirements. The financial
institutions require a number of supporting documents from
the borrowers but the major regquirements include: (1)
residence certificate; (2) sketch plan/location map of farm
and ID picture; and (3) tax declaration/current land tax
receipt (Tables 51 and 52). About half of the RBs ask for
the borrower's current land tax receipt while 42 percent
asks for copy of the tax declaration. For the coops, more
than half (52%) ask for ID pictures; 48 percent, for sketch
plans/location maps and about 20 percent require CLT/EP,
current land tax receipt and DAR certification re: being
CARP beneficiary.

Most of the borrowers (95%) reportedly did not
encounter any problems in complying with the wvarious
documentary requirements although about two percent reported
that the preparation of these documentary requirements took
some time (Table 53). This problem was cited mostly by the
RB borrowers. : :

Credit investigation. Almost all (95%) of the
financial institutions conduct credit investigation (Table
54). Only two CIs, both coops, did not conduct formal
credit investigation but also informally assessed the
qualifications of the borrowers before granting loans.

The common method of credit investigation is by field
visitation and inspection of the borrower's farm/project.
This is done by the majority of the CIs surveyed (Table 55).
About one-fourth (26%) investigate the borrower's
character/credit standing, while some (20%) appraised the
value of the borrowers' collateral as part of the
investigation process.
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table 51. Documentary requirement by credit imstitutiom, 1992.

s e S ke o e T e 0 e O

e e e e ke B e

Chattel/real estate mortgage

Application for crop
insurance with PCIC

Sketch plan/location map

Residence certificate

1D picture

CLe/EP

Tax declaration

Current land tax receipt

DAR certification re:
CARP beneficiary

C00P memberskip form

Special power of attorney

Affidavit of adjacent owners

Statement of co-makers

Land title

Income tax return

Farn plan and budgat

Proof of ownership/deed
of sale

Others %t

-

uuuuu

Credit Tostitution
CRB RB cogp ALL

Ko, § Ro. & Ko, % Bo., % t

(K=4) {§=12) {§=21} (§=3T7)
1 75.00 { 31.33 1 478 § 16.22
- - 1 833 . 1 4718 7 5.4
1 25,00 KK X 10 41.82 15 49,54
1 15.00 1 18.67 § 28.57 § 4.0
- - {3131 11 §1.38 15 40.54
- - - - § 23.81 5 13.51
1 25.00 5 41,67 1 9.5 § .62
1 25.00 6 50.00 4 19,05 11 3.1
- - - - 4 19,05 i 10.81
1 25.00 - - 1 4.5 3 8.
- - -2 18,687 - - 7 5.4
- - 2 16,67 - - 1 5.4
- - 1 16.67 1 478 8

25,00 1 25,00 1 9.5 § 16,22
- - 125,00 - - 181
- - 1 4.9 1 5.4
- - 3 25.00 - - 1 81
2 1 1714 f 16.22

t fotal more than 100% due to multiple resbanse.
tt Includes pension/income statement, marketing agreement, DA Certification,
recoamendation of coop leader, disclosure statement and discount stitement

fn:docreqei
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rable 52. Supporting documentary asked from borrower-respondemts by source of credit,
all provinces, 1391. '

Source of Credit

Docunentary CRE kB coop ALl
Requireaents :

fe. % Fo. % Ka. % ¥o. H

(§=t0) (#=120) (K=210) (¥=370

Residence certificate 19 97.%0 100 8313 134 6.8t 7Y 13,78
Sketch plan W 85,00 1781 166 79.0% ®y 12.70
1D picture 0 7500 1 1.1 17 5.4 189 51,08
fax declaration 5 12.50 58 48.13 12 Bk -5 14 322
Coop certification 10 25.00 0 16.87 99 4714 129 34.88
Land title §  20.00 KLY 87 28.%2 105 28.38
Co-maker 19 3.5 17 3.4 8  12.46 100 27.0%
DAJDAR certification 10 25.00 7 21.50 80 28,91 §7  26.12
Leasehold contract 10 25.00 250 {2 20.00 M u.3
Certificate of -land tramsfer 10 2500 . 7 5.83 50 21,81 8 1.4
Eeancipation patent 10 5.0 R 5.83 50 23.81 87 18,11
Tar clearance 5 12.50 0 25.00 20 §.52 55 14.86
Certificate of bank technician 1 1.50 10 - 8.3 1 189 01N
fax/trust receipt 5 12,39 0 18.87 15 7.14 4 108

7inancial statement
Landownet certification -

- 0 16,67 0 9.51 {0 10.81
0 16.67 19 §.05 % 1094

Power of attorney 10 25.00 15 12,50 10 4,76 15 9.4b
Peasibility study - - 10 8.3 0 9.92 E[/ N IS 8
Income tax return - . 0 16,87 10 £.78 ki) §.11
Vicinity plan : - - 6 16.87 10 4,78 k1] 8.11
Deed of assignment - = - - 20 §.52 2 5.4
Police/Brgy. clearance - - - - 19 §.05 13 5.14
Budget plan - - - - 11 5.11 11 1.4
Qtherst 0 50.00 17T 97.50 B4 .48 201 5432

tneludes affidavit, parcellary plan, aarketing agresment, beard resolution, etc.

fn:docreqre
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Table 53. Problems emcountered by borrower-respondents in complying vith the documentary requirements
by source of credit, all provinces, 1992.

Source of Credit

Probleas CRB B8 caop All

fo. H fa. % §a. 3 Ko, %

{§=40) {¥=120) (§=210) (§=379)

Yone i 95.00 108 51.43 0 87,4 3150 94.59

Coop officials are not available 1 1.3 L 0.48 1 0.48 3 0.8t
pifficulty in preparing feasibility

took time 1 .50 b 1.88 1 0.48 ] 1.1%

Otherst - - j 1.18 ] 1.4 8 1.1%

Ho response - - - - i 0.48 1 8.27

* Includes: preparation of documentary requirements is time consusing; ais eatry of imformation, difficulty iz
filling-up application farm, finding a co-maker and taking held of landlord's certification; processing of
tax declaration is very slow; and screening committee does mot sign the application fora right away.

fa:comply
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Table 54. Number of institutions conducting credit investigation
by credit institution, 1992. :

Conducting Not conducting All
Credit Institution No. % No. % No. %
Cooperative Rural Bank 4 100.00 - - 4 100.00
Rural Bank 12 100.00 - - 12 100.00
Cooperative 19 90.48 9.52 21 . 100.00
All 35 94,59 5.41 37 100.00
fn:invest
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fable §5. Hethods of credit investigation by credit imstitution, 1992,

Credit Institution

Hethods B B o ALL

Fo. % Fo. % Fo. % §o, &
(¥=t) (§=12) (K=21) (§=37)
Ocular inspection/field visitation ¢ 100.00 | § 66.67 15 178.95 17 nu
Appraisal of collateral 2 50,00 { 1.1 1 5.26 720,00
Examination of project proposal - - 1 16.87 I 5.2 I LW
Tnvestigation of borrowers character/credit 2 50.00 { 319 3o § 5.1

standing

Investigation of credit comﬁittee - - - - 11578 1 8.9

Personal interview with borrowers/referrals 125,00 - - - . - -

-------------------------------------------------------------------

t Total more than 100% due to multiple response.

fn:proced
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Among those conducting credit investigation, (60%)
have a full-time credit investigator (Table 56). Almost all
(92%) of the RBs have full time investigators while less
than half of the coops (42%) and half of the CRBs have, In
some CIs, credit investigation is done by the loan officer
or the credit committee so they have no need for a full-time
credit employee just for credit investigation (Appendix
Table 28).

Different methods were employed to check the background
of the borrowers. For the 307 borrowers who underwent
credit investigation (Appendix Table 29), 79 percent
reported that on-site farm investigation/ocular inspection
of collateral were conducted (Table 57). Others said that
information was drawn from their neighbors (11%) while
previous credit records of around seven percent were
examined.

Sixty-three borrowers were granted loans without credit
investigation. About 80% of five CRB and 37 coop borrowers
and 57% of RB borrowers were able to obtain loans on the
basis of good track record and good character (Appendix
Table 30). :

Conducting credit investigation lessens the risk of
loan defaults since the qualification of the borrower and
his capacity to pay is assessed thoroughly. The probability
of recouping the CIls' expenses is improved through high
repayment rates . Consequently, continuous turnover and
flow of funds from the lending institution to the borrowers
are assured thus enabling the CI to maintain if not further
improve its financial position and serve more and more
clientele. However, some credit sources especially coops
have scarce financial resources to hire full-time credit
investigators thereby constraining their ability to screen
borrowers. To be able to better screen borrowers and ensure
high repayment rates, the coops can strengthen its
information and education campaign regarding the
responsibilities of its borrowers and instill social/peer
pressure within the organization.

Loan limit. As pointed out earlier, the CIs set loan
limits. The major factor considered in setting loan limits
is the type of loan although farm size is also essential to
some CIs (Table 58).

Based on the responses of all farmer-borrowers the
average loan ceiling regardless of credit source in all
provinces is B27,766 (Table 59). Across credit sources,
CRBs have the highest average loan ceiling at B54,421 while
cooperatives, the smallest (B14,902). These loan ceilings
could be related to the capital/resources of the three
credit sources since RBs and CRBs usually have higher.
capital base/assets than cooOps. ‘Hence they have more funds
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Table 56. Number of CI-respondents who have full-time credit investigator,

1992.
Credit With Full-Time W/out Full-Time Al
Institution Investigator Investigator
No. % No. % No. %

Cooperative Rural Bank 2 50.00 2 50.00 4 100.00
Rural Bank 11 91.67 1 8.33 12 100.00
Cooperative 8 42.11 11 57.89 19 100.00
A1l 21 60.00 14 40.00 35 100.00

fn:numinve
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table 57. Mamner of credit imvestigation underqonme by borrower-respondents by source of credit,

all provinces, 1992,

Nanper of Credit

Source of Credit

Investigation (Wi} 18 coop All
Fo. % fo. i Fo. 3 fo. §
(K=35) (K=99) (R=173) {R=307)

On-site investigation of farm/

ocular inspection of collateral 3 88.57 81 8182 132 18,30 44 79.48
Asked information from neighhors 7 N 11 0 11.56 110,75
Review previous credit records 1 2.8 § §.06 14 8.0 3] §.84
Asked other coop members/co-farmers - - - - 14 §.09 14 4,56
LBP officials/credit committee assessed

capacity to pay of the borrower - - - - 9 5.20 y 2.93
Asked info. from boundary landowmer 1 8.9 § 5.0% - - ] 2.61
Asked questions from co-maker 1 2.8 T L - - § 2.8l
Inquire froe other banks/lenders 1 in - - 5 1.8% T 1.28
Pay share of capital 1 2.86 - - -1 1.16 3 0.98
Asked Brgy. Capt. about the borrover - - - - EOR B & j 0.98
Checked vith landowner _ - - 1 1.01 1 0.58 1 0.65
Asked info. froa Samahang Kayon sanager 1 2.86 i 1.6 - - ? 0.65
Checked with other banks - - U1t - - 1 0.33

fn:panner
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table 58, Criteria on loan limit by credit instjtution, 1992.

Policy

Collateral offered
Capacity to pay
Charécter of borrever
Type of loan

Policies set by those
in-charge

Viability of project

Ko response

Credit Imstitution

CRB 4 caop ALL -
P
{H=4) (8=12) (B=121) {§=37)

1 25.00 7 16.87 1 48 i 10.81
1 25.00 1 16,67 1 .9.5 § 1381
- - 1 16.87 TN 13,81
7 50,00 2 16,67 18 8571 12 §O.46
1 25.00 5 41,87 7 4.9 8 21;62
1 125.00 - - I 48 1 | §.41
- - 1 16,87 141 I

_________________

t Yotal more than 1004 due to muliple response.

fn:criteria
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Table 59. Average loan ceiling by source of credit and by province,
1992 (in pesos).

Source of Credit

Province
CRB RB COOP All

Negros Occidental 6,950 14,211 15,510 14,498
Bohol : 23,215 38,450 7,774 18,513
Cebu - 89,500 20,400 51,111
Negros Oriental - 13,125 10,000 11,515
1loilo 20,350 57,158 20,526 30,735
Aklan : 161,000 45,368 6,794 56,250
All Provinces 54,421 42,874 14,902 27,766

fn: loanceil
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to relend besides the funds which they source from other
- financial institutions such as LBP.

Among the six provinces, the CRBs in Aklan have the
highest loan ceiling (P161,000) while the CRBs in Negros
Occidental (B6,950) and the coops in Aklan (B6,794) and
Bohol (®7,774) are the lowest. Among the CIs in Bohol,
Cebu, Negros Oriental and Iloilo, the RBs have the highest

loan ceilings. It can be noted that the average loan
ceiling for all CIs is lowest in Negros Occidental (R14,498)
and Negros Oriental (®11,515). This is quite surprising

considering that major crops in these provinces is
sugarcane, a crop that is capital intensive.

Relending to delinquent borrowers. The CIs impose
disciplinary action against borrowers who fail to pay their
duves on maturity date without valid reason (Table 60).
Appendix Table 31 indicate the basis of how CIs consider a
borrower delinquent. '

Imposition of surcharge ranging from two (2) percent to
five (5) percent per month and litigation and foreclosure
are the common actions taken against delinquent borrowers.
Surprisingly, the coops impose a relatively higher surcharge
(1% to 5% per month) than the RBs (2% to 8% per year). The
RBs and CRBs resort to litigation and foreclosure more than
the other measures probably because they require collaterals
more than the coops. In some cases (22%), the CIs took over
the management of the erring borrowers' farm, monetized the
produce and used it to cover the loan. BAbout 33 percent of
the coops and eight percent of the RBs surveyed have taken
this action against loan defaulters.

These disciplinary measures had been verified at the
borrower level. Most of the borrower-respondents mentioned
that their credit sources wusually impose fines on erring
borrowers while some, mostly coop borrowers, cited farm
management take-over (Table 61). However, only a few bor-
rowers reported that their credit sources resort to court
litigation and foreclosure. The discrepancy could be due to
the fact that many respondents have not undergone any disci-
plianry measure as evidenced by the 22 percent who said that
although they know that their credit sources impose penal-
ties on delinquent borrowers, they are not aware what these
penalties are.

Further actions are taken by. the CIs against these
borrowers. Majority (70%) of the credit sources surveyed do
not relend to delinquent borrowers (Table 62). This course
of action ig taken by almost all (90%) of the coops. On the
other hand, delinquent borrowers from CRBs and RBs are
allowed to borrow again once they have settled their
obligations, although more stringent terms are imposed
(Appendix Table 32). The borrowers were either charged
higher interest rates or, in case of those who claim crop
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Table 60. Disciplinary measures against delinquent borrowers by credit imstitution, 1992.

Credit Institution

Disciplinary measures B B 0P AL
fo. 1 fo. o, 3 ko A

(§=4) (K=12) {8=21) {R=37)

Iaposition of fines 12500 8 G661 §.38 W0 5405

Litigation and foreclosure 750,00 8 66.67 § 128,57 16 43U

Parm manaéement take o%er - - 1 835 1 1.3 § .82

Fo reloan 1 25.00 1 44 1 4.?5 R §
Balance will be deducted

from the reloan 125,00 I 8.3 - - 1 54

Suspension 1 .25.00 1 Lm

Exrclusion from being an officer

1
I
1
1
—
-
—~3
o
—
[
e |
=

-----------------------------------------------

t Total gore tham 100% due to multiple response.

fn:dadelbor
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Table 61. Penalties imposed for

non-repayeent by source of credit, all provinces, 1992,

Source of Credit -

Penalties CRB B8 coop All
fo. & Fo. i Jo. o §

{§=40) {¥=120} (N=210) {§=370)
Inposition of fines 17 42,50 68 5667 91 4333 116 41.9T
Pare eanagement take-ovet 1 1.5 § 6.67 61 2905 70 18.92
Litigation and foraclosure 1 .9 I K D § SR W 7 S {1 1,31
Can't avail of aay loan unless previous loan is paid . 1 0.8 5 1.1 6 1.62
There is a pemalty but reépondent does not know 10 25,00 30 25.00 41 19.52 81 '21.89

fn:peponrep
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Table 62. Distribution of CI-respondents that relend and do not relend
to delinquent borrowers, 1992,

Credit Institution Releﬁd Do not relend © Al

No. % No. % No. $

Cooperative Rural

Bank 2 50.00 2 50.00 . 4 100.00
Rural Bank 7 58.33 5 41.67 12 100.00
Cooperative 2 10.53 19 90.48 21 100.00

All 11 29.73 26 70.27 37 100.00 -
fn:distrel
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failure as the cause of non-repayment, asked to present
proof of crop failure (Appendix Table 33).

An average of 64 percent of the loan must be repaid for
the credit sources to allow borrowers with outstanding
balance to borrow again (Table 63). In general, RBs require
their defaulting borrowers to pay at least 82% of t their
obligations while the CRBs and coops require a lower
percentage (53% and 52%, respectively) before they can
borrow again. The 80% requirement of RBs is almost the same
in all provinces studied, indicating that the figure may
have been set for all RBs. There is great variation,
however, in the requirements of CRBs and coops. The CRBs'
loan repayment requirements range from 40 percent to 80
percent while that of the coops range from 25 percent in
Tloilo to 65 percent in Negros Occidental. These measures
are taken to minimize the risk of further defaults by
delinquent borrowers.

The policies and procedures discussed influence the
sustainability of a credit institution. If policies
implemented are not workable and many problems arise, the
number of borrowers will drop and repayment rates will
decrease and the financial position of the institution may
be jeopardized thus limiting its reach and compromising its
long-term operations. In general, coops impose more
stringent measures than the CREs and RBs to ensure repayment
of loans. This could be because coop loans do not require
collaterals that can be foreclosed in case of defaults and

through which the coops' expenses can be recovered.

Savings Mobilization Scheme

Savings is one of the major sources of loanable funds.
To be able to raise funds from people's savings, all CRBs,
about 50 percent of the RBs and only 38 percent of the coops
implement a savings mobilization scheme (Table 64).
Notably, most of the coop (62%) do not have a savings
mobilization scheme. This is attested by the fact that

savings comprise only two percent of the coops' capital
build-up.

Among the 18 credit conduits conducting savings
mobilization schemes, 61 percent hold raffle draws to
attract additional depositors or larger deposits from
present depositors (Table 65). Some (22%) campaigned for
deposits by offering higher interests.

LBP should motivate its conduits to develop fund
generating programs and learn to rely on its own resources
since there is no assurance that LBP will always have funds
to supply the credit market. And even if if does, one cannot -
assume that the funds will always be sufficient to meet the
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Table 63. Average percentage of loan repaid to allow reloan
by source of credit and by province, 1992.

Source of Credit

Province
CRB RB CoopP All

Negros Occidental 80 80 65 68
Bohol - - * -
Cebu - 80 - 80
Negros Oriental - 88 - 58 70
Iloilo 40 73 25 50
Aklan - 88 - 88

All Provinces 53 82 52 64

*Respondent does not know.

fn:pereprel
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Table 64. Distribution of CI-r espondents with or without savings
mobilization scheme, 1992.

With savings Without savings . All
Credit Institution mobilization mobilization
‘ scheme scheme
No. % No. % No. %
Cooperative Rural 4 100.00 - - 4 100.00
Bank
Rural Bank 6 50.00 6 50.00 12 100.00
Cooperative 8 38.10 13 61.90 21 100.00
Total 18 48.65 19 51.35 37 100.00

fn:distsavm
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Table §5. Description of savimgs mobilization scheme by credit institution, 1992

Credit-Institution

Savings CRR
Hobilizaticn 00 @ =eeeeweme—ae-
Scheme Yo. §

(§=4)

Collects 3% for every borrower for
capital build-up - -

Campaign for savings deposit by
offering higher interest 1 25,00

Raffle draw every year 7 50.00
Pledges from members (P50.00) - -
Initial capital build-up for new
members (P100) and membership
fee (P10) . - -

Savings incemtive prograa fer
conmercial borrawer 1 25.00

Birthday plan - -

— - -

- 4 e ol o e e e e ke

RB coop All

Ro. % o, & §o.
{§=6) (N=8) [§=18)
- - 1 12,50 1 5.5
R EK 1 1250 i 1L
§ 100.00 1 31.50 1 .11
- - 112,50 1 5.5
- - 1 12.50 1 5.5
- - - - 1 5.5
- - 1 12.% 1 5.5

t Tgtal more than 100% due to sultiple respomse.

fn:savaobsc

95



ever growing credit demands of farmers especially for
production loans since input prices continue to rise. The
fact that some Cl-respondents claim that loans granted by
LBP are not adequate imply that the CIs would have to find
other means of generating funds. Moreover, the credit
institution's capacity to produce its own funds have an
impact on timeliness of loan. 1f a financial intermediary
is not dependent on external funds for its lending
activities, it will be able .to release loans immediately
upon loan aprroval. This could be one explanation why coops
have longer loan processing time. Since their own funds are
limited, they have to rely on external funds to be able to
provide the loans.

Credit institutions consider their savings mobilization
programs as a form of investment wherein they are able to
attract more depositors. The xeturn on investment 1is
reflected on the increase in the number of
savers/depositors. This indicates an increase in capital
build~up, particularly the savings component. These are
mechanisms that can help credit institutions attain
financial soundness and stability. Moreover, if lending
institutions are’ already self-sufficient,
inavailability/lack of funds and allocation of capital will
not be a vital problem in the rural credit market. Likewise,
self-sufficiency means credit institutions can maintain the
continuous flow of financial resources in the whole economy
without relying on external sources.

Management/Staff Capability

Profile of incumbent chairman. All the incumbent
chairmen have not handled any other position in their
respective financial institutions before becoming chairmen.
of the Board of Directors (Table 66). Both the RB and CRB
chairmen have finished college, having completed at least
15 years of education while the coop's chairmen of the Board
attended school for only an average of 12 years. This
implies that there are coop chairmen of the Board who did
not finish college.

Two of the CRB incumbent chairmen participated in the
Management Training Seminar while the rest participated on
the following trainings: (1) CB Seminar for Board of
Directors; (2) Basic Rural Banking Courses; and (3)
Leadership Training conducted by the CDA. Meanwhile, most
of the RB chairmen/president attended seminars such as (1)
Basic Rural Banking Courses; (2) Management Training; and
(3) CB Seminar for Board of Directors. On the other hand,
COOP chairmen have the most extensive trainings attended
which include: (1) Pre-membership Education Seminar; (2)
Management Training Seminar; (3) Value Enhancement; and (4)-
Rapid Appraisal Management. -
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Table 66. Profile of incumbent chairman of the Board of Directors by type
credit institution, 1992.

Credit Institution

CRB RB coop All
Profile
Average no. of years in position held 1 2 1 2
Average no. of years in school 14 15 12 14
Trainings attended
Management Training/Seminar 2 2 8 12
Technology Transfer for Plant and Animals
/Farmers Class ~ - 3 3
CB Seminar for Board of Director 1 2 - 3
Rural Banking Course 1 7 2 10
PMES (Pre-membership Education Seminar) ~ - 16 16
Leadership Training (COA) 1 - 3 4
Executive Banking Course ~ 1 - 1
Value Enhancement - - 5 5
Rapid Appraisal -~ - 1 1

fn:chair
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Profile of incumbent manager. On the average, the
number of years that the incumbent managers have been in
position 1is five (Table 67). Cooperative incumbent
managers have gserved the shortest number of years (2 years)
and RBs, the longest (8 years). Cooperative rural bank
managers have held their positions for an average of four
years. This indicates that RBs rarely change their managers
probably because most RB managers have run their own banks
efficiently as evidenced by their strong financial position.
Nevertheless, this could be 2 disadvantage if the incumbent
manager is inactive.

All managers have spent an average number of 13 years
in school. The CRB and RB incumbent manager had an average
of 14 years of schooling while coop managers have 12 years.
This also -implies that incumbent managers from CRB and RB
are all college graduate, while those from coop were not
able to finish college. Also, it shows that coops are not
very strict in terms of the educational attainment of their
managers.

Other than being a manager, other positions were held
by the incumbent manager. In CRB, as a Division head, while
in RB as a Cashier. Meanwhile, record shows that Coop -
managers have the most varied positions held. Among these
are Account officer, Coop officer, Auditor and Treasurer.

Comparing credit jnstitutions, coops comprise the
highest proportion oOf incumbent managers with various
trainings attended, the most common of which are: (1) Pre-~
membership Training Seminar (PMES); (2) Cooperative
Management/Basic Management; (3). Basic and Advance
Bookkeeping.® The CRB, on the other hand, participated
mostly in the Basic Rural Banking Courses, and RB manager,
the Basic Rural Banking Course, Credit Management and
Planning and Budgeting. '

It appears that the lack of . formal training by coop
managers is somehow compensated by the provision of informal
training. The RB and CRB managers, on the other hand, who
are better educated may alreadyady be prepared to handle the
job and threfore requires little informal training.

For bank personnel, particularly those holding key
positions, college education in the field related to banking
and finance is a necessary requirement. They have to be
professional who have leadership and management capabilities
to make the bank earn profit.

On the other hand, educational qualification does not
seem to be a critical requirement for coop personnel. Coop
managers are oftentimes not professional managers. Some
chairmen/presidents act as the manager at the same time.
Thus some key officials to the coops do not have the
experience and ekills to handle effectively the affairs of

98



Table 67. Profile of incumbent manager by type of credit institution, 1992.

Credit Institution

Position CRB RB CoOP  All
Average no. of years in position held 4 8 5
Average no. of years in school 14 14 12 13
Other positions held

a) Cashier - 1 - 1
b) Chairman/Chairperson/President 1 - - 1
¢) Auditor - - 1 1
d) Treasurer - - 1 1
e) Account Officer - - - 4 4
f) Division Head 1 - 1 2
g) Cooperative Officer - - 3 3
h) No response - 1 ~ 1
i) none 2 9 8 19

Trainings attended -
Pre-membership Education Semlnar - - 1
Strategy and Management ' . -
Basic/Advance Bookeeping

Mgmt. of Small & Medium Scale Industries
Credit Management

Human Relation .

Basic Rural Banking

Coop. Mgmt./Basic Momt.

Rediscounting Processing

Livestock Dispersal

Feasibility Study Preparation & Appraisal
Planning & Budgetary

Supervisory Development

Credit and Collection

(Y
[SS RN &)

1

o
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* 13 Cooperatives reporting
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the coop. This can be one of the causes of fallure of some
farmers' cooperatives.

This is collaborated by the findings that among the
three credit sources, only the coops suffered average net
income losses. As a result they are not able to provide
sustained and long-term services to farmers. A strong
managerial foundation is necessary to be able to efficiently
run an organization, much less handle its financial affairs.
A credit institution handled by educated and well-trained
officers is more likely to survive and succeed as shown by
the CRBs and the RBs.

Moreover, the soundness of policies and procedures
created hinge on a strong managerial foundation since
management, particularly the Board of Directors is the one
who formulates the policies. The coop may be at a
disadvantage since most coop managers and Board of Directors
do not have the essential educational training.

Training Activities and Other Assistance Provided

Training activities. Majority (76%) of the financial -
sources conduct trainings for its members/borrowers (Table
68). The coops being generally young conduct more

trainings than either the CRBs or RBs. They conducted
various types of trainings from management training to value
enhancement (Table 69). It is notable, however, that not
one among the coops conduct trainings on credit collection
while both RBs and coops hold training on technology
transfer. : .

In almost all the trainings, the involvement of the
trainors from government line agencies like the DA,
CDA/BACOD, LBP and DAR is noticeable (Appendix Table 34).
Some NGOs also provided help in the training, particularly
PBSP, SIFI, SWCP, LRB and NEDF among others.

Other assistance p;ovidgg. Besides the financial,
assistance they are providing, 27 percent of the CI-
respondents provide other types of service/assistance
(Appendix Table 35). Surprisingly, there are more CRBs than
either coops or RBs that give other forms of assistance to
their bhorrowers.

The types of assistance provided is mostly related to
technical services, i.e., seminars/training on crop and
livestock production. Only one coop takes charge of the
marketing/transporting of the produce of its members (Table
70).
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Table 68. Distribution of CI-respondents who conduct training activities

1992.
Conduct Do Not Conduct ALl
Training Training
Credit Institution
No. 3 No._ $ No. $
Cooperative Rural Bank 3 75.00 1 25.00 4 100.00
Rural Bank 7  58.33 5 41.67 12 100.00
Cooperative 18  85.71 3 14.29 21 100.00
All 28  75.68 9 24.32 37 100.00

fn:train
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rable 69. Yype of training conducted by CI-respondents for borrowers/members/officers, 1392.

Credit Institetion

Type of training CRB i cger All
Ro. & Bo. % Fo. % fo. ¢
(§=3) (§=7) {¥=18) (F=28)
Nanageaent Training/Seminar I 1 8.5 TR Y 1500
Technology Tramsfer - - {5714 T 38.89 it 39.29
Account Officers Praining 133 - - 1 18,67 £
Cradit Collection 1 3L3n 1 1419 - - 1 Tl
Pre-mesbership Bducation Seninar(PHESl 1 66.67 - - 15 83,13 17 60.71
Leadership fraining (CDA) : L Kk - - 1 111 K N
Value Emhancement SO EK 1 142 18,56 I un
Rapid Appraisal Management 4 33.53 - - | - - i J.Sf

----------------------------------------------
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Table 70. Other assistance providad by credit institution, 1992.

Credit Institution
Type of -
Assistance CRB RB Coop All
No. % No. % No. % No. $
(N=3) (N=1) (N=6) (N=10)
Marketing/transporting - - - - 1 16.67 1 10.00
of produce

Technical 3 100.00 1 100.00 5 83.33 9 90.00
fn:othass
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Generally, provision of training activities and other
assistance is a vital role that is supposed to be played by
the credit conduits of LBP.

Linkages With Other Financial Institutions

_ The capital that the 37 institutions generate are not
sufficient to sustain their lending activities. Hence, they
resort to borrowings to augment their loanable funds.,

Sources of finmancial assistance. The credit conduits
surveyed were able to avail of loans from LBP, Central Bank
of the Philippines (CBP), and other sources such as the
Cooperative Development Authority (CDA), Bangkoop, Office
of the Provincial Government of Negros Occidental, DTI and
USAID (Table 71). Because all the CIs interviewed are LBP
conduits, all have borrowed from LBP, In addition to
sourcing funds from LBP, others also got financial
-assistance from the CBP,

The CRBs appear to have more access to the different

" sources of credit. One advantage of the CRB over the
coops is that it has rediscounting/credit lines from CBP as
long as it passes the past due ratio criteria. Note that

because CRBs are banks as well as coops, its operations are
regulated by both the CBP and the CDA.

‘Loan amount. The size of loan received by the credit
institutions varied according to type of loan and source of
loan. Among crop production loans, CBP gave the highest
loan amount (®3,146,000) and the other sources the lowest
(B50,000) (Table 72). The LBP supported projects are crop
and 1livestock production and facility 1loans while CBP
focussed on - crop production, commercial and industrial
loans. The other sources provided for multi-purpose loans,
‘crop  production, palay trading, industrial 1loans = and
facility loans. ‘ o

The average amount of loans received across types of
conduits differed. Cooperative rural banks got the highest
loans from LBP for crop production (R2,056,557), while the
coops received the lowest loan amount from LBP (P1,268,162).
Notably not one among the coops have borrowed from the CBP.
The CBP, on the other hand, is the RBs' biggest source of
crop production loan funds. Regardless of loan type, CBP
appears to provide bigger loans than LBP or other sources of
credit while RBs derive higher loan amounts, ranging from
P1,505,399 to B3,146,000.

These indicate that the rural CIs are quite dependent
not only on LBP for loanable funds, but also on CBP andother
sources to augment such funds. Rural banks, in particular,
appear to rely heavily on CBP. Moreover, these show that Cis
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Table 71. Sources of credit of CI-:espondents, 1992,

Credit Institutian
Sources of credit

CRB RB COOP ALL
No % No $ No $ N $
(N=4) | (N=12) (N=21) (N=37)
LBP 4 100.00 12 100.00 21 100.00 37 100.00
CEP 2 50.00 2 16.67 - 4 10.81 -

Other Sources 2 50.00 - - 4 19.05 6 16.22

* Includes CDA, BANGKCOP, Office of the Provincial Government of Negros Occ
DTI and USAID

fn:soccirep
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Table 72. Average amount of loans availed by credit institutions, by sources of
loan and by loan type, 1992 (in pesos).

Credit Institution
Sources/
Type of Loan
CRB RB COOp ALL
IBP
Crop Production 2,056,557 1,505,399 1,268,162 1,438,765
Livestock Production - - 529,825 529,825
Facility loan - - 166,250 166,250
CEBp
Crop Production 2,000,000 3,146,000 - 2,382,000
Commercial 1,000,000 2,473,000 - 1,982,000
Industrial 1,000,000 1,800,000 - 1,400,000
Other sources
Multi-purpose 400,000 - -~ 400,000
Crop production 1,200,000 -~ - 1,200,000
Operating capital loan = - - 50,000 50,000
Industrial - - 500,000 500,000
Facility loan - - 464,000 464,000

fn:amtavail
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are dependent on borrowed funds and that funds borrowed from .
LBP are not sufficient to meet credit demands so CIs have to
borrow from other formal and informal sources.

Interest rates of loans availed. The LBP - charged
interest rates of six to 14 percent per annum and those
provided by other sources ranged from five to seven percent
per year (Table 73). The CBP charged an average interest
rate of 15 percent annually for crop production, commercial
and industrial 1loans although it can be noted that CRBs
reportedly pay a higher interest rate (16%) compared to the
RBs (14%) for the same type of loan. Also, CBP charged a
higher interest rate comparxed to LBP.

Relending rates . The relending rates of funds sourced
from LBP, CBP and other sources ranged from 16 to 26 percent
per annum (Table 74). Facility and operating capital loans
were not used for relending because they were utilized by
the coops. The former was used to buy facilities such as
rice mill and office equipment while the latter was utilized
for additional operating capital. Relending rates of RBs
(24 to 27% per year) appear to be higher than those of CRBs
(19 to 26% annually) and coops (16 to 25% per annum)..

Comparing Tables 73 and 74, the margins between the
borrowing and the relending rates differed across lending
institution and loan type. The highest margin, ranging from
10-13% was charged by LBP. For crop production loans, the
loan commonly obtained by farmers, RBs charged the highest
interest rate margin of 13%. The margins set by CRBs (5% to
10%) is comparable to that of the  coops (4% to 10%).
Margins charged by RBs are highest (13%) for crop production
loans which were funded by LBP. In contrast, loans provided
by LBP to CRBs and coops are charged very minimal margins
(6% and 4%, respectively), just enough to cover lending
costs. The margins of the RBs could be the highest because
- among the credit conduits the lending cost of the RBs .is
highest. Nevertheless, these margins are translated into
incomes of the CIs, that is, the higher the margins set, the
bigger are the incomes per loan transaction.

These findings indicate that interest rate charged by
LBP should be at a reasonable level so that the mark-up
imposed by the credit conduits on the relending rates will
just be enough to recover their costs from lending
activities. This proposition will avoid farmer-borrowers to
be penalized by the high interest rates charged by the
credit conduits. Anyway, the goal of the wholesale lending
scheme of LBP 1is to make credit services available and
accessible to the rural sector and not to take advantage of
the high demand for financial assistance.

Banks have to be encouraged and provided incentives to

lend to small farmers but the interest rate margin charged
by the RBs s=2em to be quite high making credit less
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Table 73. Average interest rate of loans availed by credit institution,
by source of loan and by type of loan,

1992 (in percent).

Credit Institution
Sources/
Type of Loan
CRB RB COOP All
LBP
Crop Production 13 14 12 12
Livestock Production - - 12 12
Facility loan - - 6 6
CRP
Crop Production 16 14 - 15
Livestock Production - - - -
Post-harvest facilities - - - -
Commercial 16 14 - 15
Industrial 16 14 - 15
Other Sources
Multi-purpose loan * *
Crop production 5 - 5
Operating capital loan - - 7 7
Industrial - - 6 6
Facility loan ~ - * C%

* No response

frn;iravail

108



Table 74. Relending rate by credit institution and by source of loan
1992 (% per year). : '

Credit Institution
Source/Type of Loan

CRB RB CooP ALL
LBP
Crop Production 19 27 16 17
Salary - - - -
Facility loan - - * *
CBP
Crop Production 3 24 - 24
Livestock Production - - - -
Post-harvest facilities - - - -
Commercial 21 25 - 23
Industrial 21 25 - 23
Other sources ‘ :
© Multi-purpose loan 26 . - - 26
Crop production 15 - - 15
Operating capital loan - - * *
Industrial - - 16 16
Facility loan - - % *

* Not applicable

fn:relrate
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accessible to small farmers. This could also explain why the
percentage of ARB borrowers is lowest for RBs.

Loan maturity. The average maturity of loans availed
by the credit institutions differed according to type and
source of loan. Facility loans from LBP had the longest
term (18 months) while facility loans from other sources,
the shortest (five months) (Table 75). Loans for crop
production from CBP have longer paying periods (10 months)
than those from LBP (nine months).

Across credit institutions, the maturity period of
loans availed by coops is longer (ranging from five to 60
months) than that of CRBs and RBs (ranging from eight to 12
months) although one source which provided facility loan to
the coops had a five-month terms of payment. Cooperatives
nay be given longer terms of payment because among credit
conduits, they have the weakest financial position and
therefore they have to be given more time to pay.

Collateral. The LBP usually required collaterals such
as land/real estate mortgage (35%) from the respondents
although it also accepted a variety of other collaterals
like leasehold contract, standing crop and coop status
(Table 76). Real estate mortgage were also the collateral
required by CBP from three CI-respondents while three coops
submitted their status to other credit sources as
collateral.

Requiring borrower-coops to present collaterals to back
up their 1loans is contrary to the major thrust of LBP's
wholesale 1lending scheme (i.e., that .financial assistance
will be given on a non-collateral basis). This is because
the target beneficiaries of this lending program are small
farmers who are considered by other credit institutions as
non-bankable because they do not have collaterals. However,
LBP and its credit conduits cannot be censured for requiring.
collateral in their lendinding activities since inclusion of
collateral lowers the risk due to non-repayment of loans.

Mode of payment. Most of the loans from LBP (84%) were
paid in cash while the rest, in kind and cash (Table 77).
All CBP loans as well as 83 percent of loans provided by
other sources were paid in cash. Except for one who had no
response, all loans secured by the CRBs, regardless of
source were paid in cash. Meanwhile six coops (29%) paid in
cash and in kind to LBP.

Length of loan processing. Length of loan processing
of other sources appear to have extreme trends. While one-
half of those who borrowed from other sources waited for
less than one week to get their loans, the other half
received theirs within one to three months (Table 78).
Similarly , half of those who borrowed from CBP claimed that
their loans were processed within a week but only 25 percent
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Table 75. Average maturity of loan availed by CI-respondents by type of
type of loan and by sources of loan, 1992 (in months).

Credit Institution
Sources/
Type of Loan
CRB RB Coop ALL
LRP ,
Crop Production 9 9 9 9
Livestock Production - - 17 17
Facility loan - - 18 18
CBP : _
Crop Production 10 12 - 10
Commercial 8 10 - 9
Industrial 8 8 - 8
Others sources
Multi-purpose loan * - - *
Crop production 12 - - . 12
Operating capital loan - - 12 12
Industrial - - 36 36
Facility loan - - 5 5

* No response

fn:maturava
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table 76. Collateral required from CI-respendents by sources of loan and by type of loan, 1992,

Credit Institution
Sources/Type of Loan CEB BB coop ALL
Fo. § Ka. i Ko, { Fo. %
LBP (n=4) (e=12) (n=21) (n=37)
Land/REM(Real Estate Mortgage) 1 15.00 1 53.33 1Ly 11 1’h.u
Chattel Nortgage 1 25,00 - - 1 .76 1 5.41
leasehold coptract - - - - 1 478 1 .10
Promissory note - - - - IWn 3 8.1
Crop standing - - - - 1 4L 1 .10
Coop status - - - - [ LS K 8.11
Rmancipation patent - - - )| 4,76 1 7.70
o response - - {41.67 § 8.1 11 35U
CBP (1=2) {n=2) {n=4)
Real Estate Mortgage { 50.60 1 50.00 - - 7 50.00
No respomse 1 50.00 1 50.00 - - 2 50.00
Other sources (n=2) (p=4) (n=6)
Coop status - - - 7 50.00 7 1.3
Ho response 1 100.00 - - 1 50,00 b 8647

fa:collcire
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Table 77. Mode of payment of CI-respondents and by source of loan, 1992.

Credit Institution
Sources of Loan/ _
Hode of Payment CkB RB coop ALL
o % o & o % Fo. ¢
LBp (n=4) (n=12) (n=21) {n=37)
Cash ¢ 100,00 17 100.00 19 7143 31 83.18
Kind - - - - - -
Cash/kind - - - b 28.57 8 18,22
CBP (n=2} (a=2) (n=4)
Cash 110000 2 10000 - - { 100.00
Rind - - - - - -
Cash/kind - - - - - - -
Other sources {1=2) (n=4] (n=6)
Cash 1 50.00 . § 10000 5 8333
Rind - - - - - - -
Cash/kind - - - - - - -
Fo response 1 50,00 - - . 1 1e.67

e

fnihodpaici
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Table 78, Length of processing of Cl-respondents, by sources of loan, 1992,

Credit lastitution
Sources of loan/
Length of loan
processing CRB kB coop ALL
Ne. i Fo. % fo. | Yo, %

LBP (¥=4) (R=12) (R=21) (§=37)
less than 1 week 375,00 2 16.87 § 8.9 1 29.713
1-2 wks - - T 8.3 b 28.597 13 5.1
3-4 ¥ks - - 5 13.81 §  11.51
1-3 Bos 1 25.00 1 8.33 IOy §11n
gore than 3 mos 1 4.14 1 .70

Ko response 7 16.87 - - 2 5.41
cap (N=2) (§=1) (§=4)
less than 1 week 1 50.00 1 50.00 - - 1 50.00
1-1 wks - - 1 50.00 - - 1 25.00
3-4 wks - - - - - - - -
1-3 aos 1 50.00 - - - - 1 25.00
gore than 3 mos
Other sources t (R=2) {N=4) (§=6)
less than 1 week 1 100.00 - - 1 25,00 1. §0.00
1-7 wks - - - - - - - -
3-4 wks - - - - - - - -
1-3 mos - - - - 1 T5.00 I 50.00

gore than 1 mos

.......................

* includes CD&, BANGROOP, 0ffice of the Provincial Gov't

fa:loamproc

114

. of Beg. Occidental, DII and USAID,



took one to three months. In contrast, only 30 percent of
the LBP debtors were able to get their loans in one week to
one month's time. Fourteen percent reported that loan
processing of LBP took one to three months while one
respondent claimed that he waited for more than three
months.

The bulk (76%) of the CIl-respondents said that they
received their 1loans from LBP on time while 14 percent
reported otherwise (Table 79). Likewise, all respondents
from CBP said their loans came on time but in contrast, only
half of those who availed of loans from other sources got
their loans on time.

LBP documentation requirements. The list/bio-data of
officers/board members/stockholders is the major requirement
by LBP from most (65%) borrower institutions (Table 80).
Some (35%), particularly many of the coops were required to
present  judge clearances. Other documents that were
required include the following: (1) tax declaration; (2)
articles of  corporation/by-laws of coop;and (3) loan
voucher. Seventy five percent of the CRBs were made to
submit the list/bio-data of their officers/board
members/stockholders and another 75 percent, resolution/by-
laws. :

The documentation requirements appear to vary depending
may be on the particular use of the borrower institution.
This implies that there are no specific/standard
requirements for all types of borrowers. Around 81% of the
CI-respondents averred that they had no problems in
complying with LBP's documentary requirement (Appendix Table
35a). Appendix Table 36 also show the problems encountered
by six CIs,

Adequacy . of LBP loan. Close to 68 percent of the
"credit sources surveyed claimed that the loans provided by
LBP are adequate +to meet their loan fund requirements
(Appendix Table 37). The proportion of institutions whose
needs are adequate met is highest among the cooperatives.
This could be because the loan fund requirements of the

coops is not as much as the demand and needs of the CRBs and
RBs.

Transaction cost with LBP. The average transaction
cost with LBP of all credit institutions surveyed is ®R4,741
with coops spending the most (B5,505) and RBs, the least
(®3,869) (Table 81). A large proportion (59%) of <the
expenses incurred by CRBs were on documentation while
transportation cost constituted the greater percentage of
the transaction costs of RBs and coops (51% and 42%,
respectively). The expenses incurred for transportation by
coops are greater than that of CRBs and RBs probabaly -
because coops are usually located in the barangays/remote
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Table 79.

pistribution of CI-respondents which received and did not receive
their loan on time by source of loan, 1992.

Credit Institution
Source of loan CRB RB CooP ALL
No. $ No. % Ro. ] No. $
LRP (n=4) (n=12) (n=21) (n=37)
on time 3 75.00 8 66.67 17 80.95 28 75.68
not on time 1 25.00 1 8.33 3 14.29 5 13.51
No response 3  25.00 1 4.76 4 10.81
CRP (n=2) (n=2) (n=4)
on time 2 100.00 2 100.00 - - 4 100.00
not on time - - - - - - - -
No response - - - - - - - -
Other sources * , (n=2) (n=4) . (n=6)
on time 2 100.00 - - 1 25.00 3 50.00
not on time - - - - 3 75.00 3 50.00

* Includes CDA, BANGKOOP, Office of the Provincial Gov't. of Negros Occidental,

DTI and USAID.

fn:ontime
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Table 80. Documentation requirement that LBP asked from the credit imstitutiom, 1992.

Credit lastitution

Docusentary Requirement CRB BB caop All
Yo, % Jo. Fo. & Ke. &
(§=4) (R=12) {R=11) (§=37)
Status of farmers 1 25.00 i 25.00 § 8.9 10 27.03
List/bio-data of officers/ - - - - - - - -
board meabers/stockholders I 715.00 6 50.00 15 71,4 4 64,86
General assembly resolution - - 1 8.1 1 4N 1 5.4
Insured properties 7 50.00 - - b 78.57 8 21.62
Co-makers statement 1 25.00 - - {19,905 51351
fax declaration 1 25.00 X X 17 3.3 17 3.4
Deed of assigoment - - 3 25.00 8 38,10 11 29.1
Rediscounting agreement 1 25.00 1 8.3 1 L% 1 .1
Articles/by-laws of ipstitution 375,00 1 8.3 § 3810 12 3.4
Judge clearance ‘ - - 1 1667 0 11 52,38 13 .1
Loan voucher 7 50.00 18 § 08 - 2 4
Prust receipt - - - - 1 476 1 110
No response - - 1 16.67 - - 1 541

----- -——— -

t %otal pore than 100% due to multiple response.

fn:doclbp
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Table 81. Average

transaction cost with LBP by credit institutiom, 1392 (in pesos).

Credit Institution

Itea 28 BB coop ML

Amount % Anount H Amount § Amount i

(Pesos) (Pesos) (Pesos) {Pesos)
fransportation 1,410 30.45 1,473 51.00 2,286 4101 1,096 44,11
Documentation 7,719 58.55 1,257 1.4 1,113 20.2% 1,3 8.1
Food 500 10.77 /1 9.8 1,430 26.09 991 20.90
Tees 1 0.2 0 0,18 590 10.72 201 LU
Donations/gifts - - 196 5.07 T 0.7 85 1.1¢
Others - - 7 0.83 1 0.6 0.2

ALl 4,644 100.00 3,869 100.00 5,505 100.00 4,741 106,00

fn:transco
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barrios while the RBs and CRBs are usually in the town
proper and so transportation cost to LBP office is less.

Affiliation With Other Organizations

Majority (62%) of the financial institutions are
affiliated with other organizations (Table 82) although
linkaging is not yet common among CooOps. All CRBs are
members of other associations while 83 percent of the RBs
are also part of other organizations. In contrast, less
than half (43%) of the coops are affiliated with other
organizations.

There is no common organization joined by the 23
institutions although all the RBs are affiliated with the
Rural Bankers Association of the Philippines (RBAP) (Table
. 83). Close to one-half (48%) of the 23 credit institutions
have been affiliated with other organizations from one to
five years while less than two-fifths (39%), for more than
five years (Appendix Table 38). '

Nearly one-half (48%) of the credit institutions joined
other organizations because it was required while most (52%)

claimed that the organizations are sources of
assistance/services (Table 84). All CRBs became affiliates
of other organizations because it was required. On the

other hand, most RB-respondents gave the following reasons:
(1) it was required (67%) and (2) thethey are sources of
assistance/services (67%). The latter is also the major
reason c¢ited by 56 percent of the coops although around 33
percent sa said it was required.

Each  credit institution has its own group of
association or linkage from which they source
assistance/services. With the help of these financial
institutions and development organizations, credit = conduits
were able to sustain the ever- grow1ng credit needs of rural
farmer~borrowers.

Development Plans and Programs

Plans to put wup other projects. 0f the 37 CI-
respondents, only 32 (86%) have plans to put up other
projects while <the rest plan otherwise (Table 85). The
CRBs recorded the highest percentage (100%) with plans of
putting up various projects followed by coops (95%). Only
67% of the RBs plan to put up other projects.

Future projects planned by the CI-respondents varied
across credit institutions. Half of the CRB plan to set up
projects that will provide technical and financial
assistance to the members while the rest plans to campaign
for more responsible members/borrowers, put up additional
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Table 82. Distribution of CI-respondents affiliated with other

organization, 1992.

Yes No All
Types of services .
No. % No. % No. %

Cooperative Rural Bank 4 100,00 - - 4 100.00
Rural Bank 10 83.33 2 16,67 12 100.00
Cooperative 9 42.86 12 57.14 21 100.00
all 23  62.16 14 37.84 37 100.00
fn:affilia
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Table 83. Name of other orgamizatonms where CI-respondents are affiliated with, 1992.

: _ Credit Institution
Fame of Organization -—- e camm oo medeanesmsee e

CRB RB coop All
T S S S S
FACRORI (Federation of Agr. Coop. im Negros Oriemtal Inc.) - - 1 1. 1435
VICRO
Iloilo Foundation of Rural Bankers 1 25.00 1 19.00 7 8.70
Bural Bankers Asso. of the Phils. £ 40.00 ¢ 11.%
Provincial Coop. Union 1 25.00 1 438
Murcia Pederation Coop. 1 11 1 435
Coop. Rutal Bank of QOccidental Hegros (CARON) _ | 1 1 4.3
Req. Occ. Fed. of Rural Bank S K . | T
Phil. Busimess for Social Progress (PBSP) ' 11 1 LB
Cebu Federation of Rural Bamk _ ORI
Rorth Cebu Coop. Leader Assoc. ' ' 1111 1435
BCIC 1 -;10.00 : I 4.35
Aklan Pederation of Rural Bamk 1 438
“BAKGROOP - _ 1 25.00 - 1 1 -1 8.1
_ Bohol Pederation of Coop. _ . -_ 1o i 035

Rural Bank Asso. of Neg. Occ. 1 10.06 1 4.3
Pederation of Coop/Rural Bank 1 25.00 111t 1 8.76
Coop. Union of the Phils. 11 1 43

ALL 4 100,00 10 100.00 § 100.00 13 100,00

-y o S R ol e o e e

.....................
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Table 84. Reasons of CI-respondents for joining other organizations, 1992.

Credit

Institution

Name of organization/ CRB RB
Reasons for joining

CcoP ALL

No. % No %

No % No %

(N=4) (N=10) (N=9) (N=23)
Required 4 100.00 4 40.00 3 33.33 11 47.83
Source of assistance/service - - 6 60.00 6 66.67 12 52.17

fn:joinorg
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Table 85. Distribution of CI-respondents with plans to put up other
projects, 1992,

Credit Institution With plans Without plans All
No. $  No. ¥  No. %
Cooperative Rural Bank 4 100.00 - - - 4 100.00
Rural Bank 8 66.67 4 33.33 12 100.00
Cooperative 20 95.24 1 4.76 21 100.00
37 100.00
fn:plans
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branches, provide post harvest facilities/marketing services
and operate consumer store/consumer cooperatives (Table
86). Meanwhile, 63 percent of the RB respondents plan to
establish other branches while the rest intend to extend
loans for irrigation, campaign for gquality membership,
provide loans to nearby municipalities and procure computers
to upgrade their data banking system (12% each). On the
other hand, coop respondents mentioned about eleven future
projects. Of all the projects mentioned, putting-up of
post-harvest facilities/marketing services is their main
concern/interest (65%), followed by livestock/fattening
breeding (20%), and putting-up of consumer stores/consumer
cooperatives (15%).

Plans to provide other services. More than half of the
respondents (59%) have plans to provide other services
besides the one that they are currently offering (Table 87).
Across ¢credit institutions, coops posted the highest
percentage which have plans for future services (81%). On
the other hand, only one-fourth (25%) of the CRBs and one-
third (33%) of the RBs have plans of providing other
services to their members. This could be because CRBs and
RBs are already providing other services to their borrowers
but the coops are still planning to expand their services.

The major future plans of coop respondents include the
following: (1) putting up of consumers cooperative (35%);
(2) post-harvest facilities and scholarship grant (18%
each), and provision of agricultural farming inputs (i.e.
fertilizers, pesticides etc.) and technical assistance to
the members (12%) (Table 88). Meanwhile, RB respondents
intend to wupgrade their checking account (50%),  offer
foreign exchange service (50%) and provide payroll
services/grant salary/commercial loans (25%) while one CRB
wishes to provide checking accounts.

Credit institutions should take into account .the
current needs of their borrowers in general and the rural
farmers in particular. The lending institutions can devise
projects, as well as, new policies that are responsive to
teh immediate needs of the farmers/borrowers, and at the
same time will make credit more accessible and affordable to
the farmers. :

Provision of financial support should be complemented
with technical assistance to assure better utilization of
loans, greater benefits from such loans and to avoid
diversion of funds among farmer-borrowers. With a package of
technical and financial assistance farmers can be imbued
with the value of savings and investment. With improved
services to the borrowers and more responsive lending
policies, more borrowers can be reached, the efficiency of
operatons can be improved, thus lowering the cost of lending
and improving the sustainability of the lending operations:
of the CIs.
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Table 86. Future projects of Cl-respondents, 1992

- o e T o Y oy Y o oty e e P A 8

-------------

_________________________

_____________________________________________________________________________
.......................

Livestock/fattening/breeding “ -
3trest lights - .
Kater systenm - -
Build-up coacrete coop. bldg. - -
School scholarship - -
Health center - -
Campaign for responsible members/

borrowsrs 1 23.00
feconical and financial assistance 7 580,00
Set-up branches 1 25.00
fxtend industrialfcommercial loans - -
Palay trading - .- -
Post-harvest facilities/marketing o

service 1 25.00
Consumer store/cooperative i 25.00

Bxtension of loans for irrigation - -
Stons craft - -
Extend loans to mearby municipality - -
Procuresent of computet - -

v —— o o ke e O oy O

1 [ ¥ I B g

— s b -]

12.50

§2.50
12.50

12.50

12.%0
12.50

[ i S I i

titution
Coop ALL
§ Ho. H

(X=20) [¥=32)
10,00 { 12,50
5.00 111
10.00 1 8.1%
§.40 111
5.00 1 3.3
5.00 111

- 1 8.7

- 7 8.5

- b 18.75

- 1 3.1
10.00 1 8.2
£5.00 1438
15.00 4 17.50
10.00 9.3
5.00 1113

- 1 3113

- 1L

%+ fotal more than 100% due to sultiple rasponse.

fn:future
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vapie o7. Distribution of CI-respondents with plans to provide other services
by credit institutions, 1992.

Credit Institution

Other services CRB RB coop ALL
No. % No. % No. % No. %
With plans i 25,00 4 33.33 17 80.95 22 59.46
Without plans 3 75.00 8 66.67 4 19.05 15 40.54
Total 4 100.00 12 100.00 21 100.00 37 100.00

fn:planserv
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vable 88, Puture services of Cl-respondents, 1992,

Credit Institutioen-

Services CRB RB coop ALL
Re. % fo. % Fo. % fo. §

(R=1) (R=4) {R=17) (§=12)
Consumers cooperative - - - - § 35,29 § 1.1
Post-harvest facilities/services - - - - 3 17.6% 1 13.64
Checking account 1 100.00 7 50,00 1 5.48 { 18,18
Payroll services/qrant salary/commercial loan - - 1 25,00 1 5.88 7 9.08
Agricaltural farming inputs - - - - 1 1178 1 9.0
Burial demor with death benefits - - - - 1 5.8 1 455
Scholarship grant - - - - 1 17,65 1 13.84
Foreign exchange - - 7 50,00 - - 7 %.09
fechnical assistance to members - - - - 7 1178 7 9.0
o response - - - - 1 5.88 1 455

t Total more than 100% due to multiple response.

fn:futuser
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RESULTS OF CASE STUDY

The previous sections show that despite its goal, the
wholesale lending scheme of LBP is reaching only -a small
percentage (30%) of small farmer borrowers and agrarian
reform ' beneficiaries since collaterals are still essential
especially among the RBs and CRBs. Moreover, problems such
as low repayment rates, delay in loan processing and weak
collection strategies have plagued the scheme. Other
financial institutions besides LBP and its credit conduits
have developed diverse strategies to reach the small rural
borrowers particularly the farmers.

In this section, the mechanisms employed by eight
credit institutions will be discussed to get more insights .
into the effectiveness of their operations and the viability
and sustainability of the institutions. This section also
studied the schemes employed by three private informal
creditors to find out how different are their strategies
from the formal 1lending institutions and why farmers
continue to avail of this credit scheme. In the past, the
instability and insufficiency of farmers' income and limited
availability of credit to '"non-bankable" farmer-borrowers
caused them to resort to borrowing from informal lenders.
This resulted in the proliferation of non-formal sources of
credit despite the high interest rate that it is charging
compared to formal credit institutions . However, given the
new credit delivery strategy initiated by LBP through
farmers' cooperatives, it may be interesting to find out
which institution the small farmer-borrowers will patronize.

The eight c¢redit institutions studied include one
private development bank (Northern Mindanao Development
Bank); one people's organization (People's Livelihood
Foundation); two non-government organizations (Visayas
Central Training Organization and Center for Agriculture and
Rural Development) and four Lending Investors.

Profile of the Different Credit Institutions

Northern Mindanao Development Bank (NMDB). NMDB is one
of the country's fast-growing financial institutions that
has a lending program specifically catering to the needs of
the small farmers. Since its establishment in 1982 up to
1991, it has earned an average net income after tax of R2.0
million. Also, during the same period, the bank's initial
authorized capital of PB10.7 million surged to ®95.2 nillion
(Table 89). The institution's profitability led to the
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Table 89. Authorized capital (P) of the different institutions,
1992,
Institutions Authorized Capital
(P)
Lending Investors
Case 1 500,000
Case 2 500,000
Case 3 600,000
Case 4 2,000,000
Bank -
NMDB 95,2 Million
PO
PLF (TILCO) 1 Million
NGO
VICTO (VCF) 6.172 Million
CARD (LPF) | -
individual Informal Lenders
Mrs. B -
Mr. O -
Mr. M -

fn:authcap
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The bank initially engaged in home FTinancing but when
a new manager took over in 1985, the institution began to
finance agricultural as well as industrial projects focusing
on lending to small and medium scale enterprises.

People’s Livelihood Foundation (PLF). PLF was
established through the leadership of Mr. B8ernabe Buscayno,
widely known as “Kumander” Dante. The Foundation was
registered with the Securities and Exchange Commission (SEC)
in August 1988 but started its operation only on November 2,
1988.

PLF is an umbrella organization whose ultimate goal is
to form a cooperative that will provide technology,
marketing and credit assistance to the small Tarmers of
Tarlac. These services were initially offered by PLF.
However, in the early part of 1990, when the foundation’s
farmer—-members were already prepared to organize and manage
their own association as well as contribute their own
shares, PLF decided to form Tarlac Integrated Livelihood
Cooperative (TILCO). The cooperative was initially
authorized to generate a capital-base amounting to Pl
million (Table 89). With the birth of TILCO, the foundation
gradually transferred some of its responsibilities and
physical assets to the cooperative. Thereafter, PLF
concentrated in the extension of services such as managing
of central support services; conduct of seminars and
trainings for accountants and other administrative personnel
of the TILCO:; consultancy services and bridge financing of
the cooperative.

after the transition period of 1990, TILCO took over
the financing/provision of credit to small farmers, while
PLF handled non-agricultural 1loans ranging from P5,000 -
25,000 for small enterprises such as sari-sari store,
machine shops, etc.

Visayas Central Training Organization (VICTO). VICTO is
a non-government organization (NGO) established in 197z in
reSponse to the strong demand by existing coops for training
services. At first, it had 20 coop-members. As of 1992 ,
total membership has 1increased to 285 cooperatives. VICTO
is affiliated with the National Conference of Cooperatives
(NATCCO) and provides services to cooperatives in the
Visayas regions.

The center’s operation started in Leyte but it rapidly
developed its corporate structure and expanded its area of
operations in cther provinces/regions in the Visayas. The
organization is offering services such as‘ education and
training; consultancy; audit; inter-coop trading; community
organizing and financial assistance through the Visayas
central Fund (VCF). Although VCF 1s one of the major
component in VICTO’s organizational structure, it 1is
managed by a separate management committee (MANCOM). It also
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Thé center's operation started in Leyte but it rapidly
developed its corporate structure and expanded its area of
operations in other provinces/regions in the Visayas. The
organization is offering services such as education and
training; consultancy; audit; inter-coop trading; community
organizing and financial assistance through the Visayas
Central Fund (VCF). Although VCF is one of the major
component in VICTO's organizational  structure, it is
managed by a separate management committee (MANCOM). It also
has a separate fund from VICTO. As of 1992, VICTO has a
total asset of ®42 million which is more than twice that of
VCF's P18.3 million assets.

Center for Agriculture and Rural Development CARD).
CARD was formed in December 1985 and was registered with the
Securities and Exchange Commission (SEC) in 1987. However,
it started its operation in January 1988. It was established
to help uplift the standard of living of Filipinos living
below the poverty 1level, especially those from the
countryside., To attain its goals, CARD undertook three major
activities: (1) capability/organization building; (2)
demonstration of the actual use of appropriate farm
technology; and (3) credit assistance.

In the first activity, CARD facilitated the skills and
attitudinal development of farmers on the various
technologies  through  training and direct organizing
activities. In the second, CARD, demonstrates the farming
systems approach to agricultural production in its one-
hectare farm located in barangay San Cristobal, San Pablo
City. Modules in the farm includes . coconut, pineapple,
vegetable, legumes and fruit production; 1livestock and
poultry raising; and compost making. In the third activity,
CARD provides direct financial assistance to its clientele
partly using its revolving fund and other funds accessed
through grants and financial aide from banks, donor agencies
and civic organizations.

" Lending investors. Lending investor number one (LI1) is
located in San Pablo City and its base of operation is
concentrated in the market area. 1Its actual date of
registration with  the Central Bank of the Philippines
(CBP) is December 11, 1991, but it actually started its
operation on January 2, 1992. Initially, it had only
26 borrowers. The number of borrowers increased
significantly and as of Nov. 1992, the number has
increased to 80. The authorized capital that CBP allowed
(LI1) to generate is $500,000 (Table 89).

. The second lending investor (LI2) is also located in
San Pablo City and its operation is concentrated within the
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city proper. It was registered with the Central Bank of the
Philippines (CBP) in April 1991 but actually started
operating in May 1991. It started serving only 20 borrowers
but as of Nov. 1992, the number of borrowers has increased
to 200. It has an initial capital-base of PR500,000 . (Table
89) which grew to Bl.6 million in 18 months' time.

The third Ilending investor (LI3) is located in Lipa
City and its operation is also concentrated in the city
proper. It was registered with the Security and Exchange
Commission (SEC) in June 1991 but started its actual
operation in October 1991. In its initial month of
operation, it had only 10 borrowers and this number has
increased to about 100 as of Nov. 1992. It was allowed to
generate an initial amount of capital worth R600,000 (Table
89).

The fourth lending investor (LI4) which is also located
in San Pablo City provides services to the provinces of
Quezon, Batangas, Tarlac and even Metro Manila. This is the
oldest of the LIs that were included in the study. It was
registered with the Securities and Exchange Commission (SEC)
and at the same time started its operation in September
1987. It has an initial capital of P2 million (Table 89)
which was generated from the shares of 19 persons who were
given 2.5 percent monthly interest income.

Individual informal lenders. The first individual
informal 1lender (ILl) (referred to as Mrs. B) resides in
Loay, Bohol. She has been a resident of the village for 30
years when she started her moneylending activities in 1972.
She started with an initial capital of $10,000 which she got
from her husband who worked abroad (Table 89). :

The second informal lender (IL2) (called Mr. 0) lives
in Capitan Sabi St. Talisay, Negros Occidental where he has
been residing for 11 years. He is a college graduate whose
- main .occupation is a rice miller/trader. He has been -
involved in the milling business for eight years and in
trading for six vyears. Initially, Mr. O tried these
businesses because these respond to the immediate needs of
the farmers during those times. Starting with a capital of
P10,000 which was derived from his own savings, Mr. O now
has a total capital of R200,000 for both: businesses. 1In
1991, he applied for a loan from banks because his own money
was not enough to meet the increasing -credit needs of the
small "suki" farmers. With his lucrative lending business
he was also able to provide credit to other farmers and
small entrepreneurs (e.g., sari-sari store owners).
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The third informal lender (IL3), Mr. M presently
resides in Tabogon, Cebu although he has stayed there for
only three years. He was not able to finish any degree but
he earned units in commerce, criminology, and education. His
primary occupation is farming. He owns 378 hectares of
lands located in different towns of Cebu ( Bogo, Daan
Bantayan, San Remigio and Tabogon). Of his lands, about 78
percent are leased to farmers while the remaining 22 percent
which Mr. M supervises is farmed by hired laborers. The
major crops planted in his farms are sugarcane and coconut.
Annually, he is getting more than 50 bags of sugarcane for
every hectare although coconut production is highly
variable. In the leased lands, the sharing arrangement is
60 percent for the lessees and 40 percent for him.

Lending Operations

Mechanigsms to reach small farmers. The NMDB, PLF, VICTO
and CARD have devised various strategies/schemes of
extending loans to small farmers. The NMDB created the CPN
Consortium along with the Cagayan Agro-Industrial - Pioneer
Corporation (Capicor), a trader of agricultural products and
the Philippine Agro~Industrial Corporation (Phil-Agro), a
manufacturer of cassava starch. Meanwhile, PLF, VICTO and
CARD created other organizations namely  TILCO, VCF and
Landless People's Fund (LPF), respectively, which serve as
their lending channels/financing arms. These  lending
channels have their own resources .and staff but its
operations are still being supervised and monitored by the
"mother" institutions, i.e., PLF, VICTO and CARD,
respectively.

CPN Consortium. NMDB's approach is more holistic and
integrated and goes beyond mere provision of credit. The
CPN Consortium provides three types of services/assistance
(i.e., technology transfer, marketing and financing) to
their beneficiaries. Phil-Agro provides the technical
support by teaching farmers the appropriate methods of
cassava cultivation and providing needed inputs like
planting materials, fertilizers and pesticides. Meanwhile,
Capicor handles the marketing component which involves
monitoring the area at planting and more importantly at
harvest time; arranging for the pick-up and delivery of
produce, and ensuring prompt payment for the farmer's
produce at an agreed price. Provision of credit is carried
out by NMDB.
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In 1989, NMDB granted a total of P1.2 million in
production loans to 185 cassava farmers in Manolo Fortich,
Bukidnon. The average loan size then was ®6,800 per hectare.
Total loans granted has increased to about B3 million in
1992 with average loan ranging from #9,000 - R9,800 per
hectare while number of borrowers rose to about 310.

TILCO. TILCO began as Tarlac Integrated Livelihood
Program (TIPLP) which was the first experimental project of
PLF. Implemented in October 1988, it aimed to assist farmers
and other members of Tarlac in bringing about for themselves
through the concept of cooperativism, viable and
sustainable sources of livelihood. The project was
initiated in six barangays of Capas, Tarlac with 506 farmer-
beneficiaries tilling an area of 1,019 has. of rice lands.
Support services which include the provision of production
loans, facilities for marketing and processing of the
beneficiaries’' palay, and technical assistance on palay
farming were provided. :

After two years, the TIPLP was converted to TILCO. As
of 1992, the number of beneficiaries have increased to 3,134
covering a total area of 6,675.79 hectares, located in 51
barangays in the second and third districts of Tarlac.

LPE. In 1990, CARD initiated the LPF with the following
ObJeCt1VES‘ _

1. To provide banking services especially designed
for landless rural' workers (LRWs) by
bringing bank services 2 to community
sites with the least financial costs;

2. To provide loans to "non-bankable" projects with
no collateral; and

3. To institutionalize and establish a non-stock,
non~-profit Landless People's Bank with a
minimum capitalization of ®100,000 from

pooled LRW members' Group Fund.

The LRWs are required to form into groups of five
members afterwhich they have to undergo series of trainings
before LPF recognizes them as legitimate members and
qualified to borrow from the LPF. The training consists of
the following modules:

1. community organizing concepts and pPrinciples
including value formation; '
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2. technical inputs in managing their organization,
i.e., assisting the groups in writing their
constitution and by-laws;

3. micro-enterprise development and management; and

4. orientation on LPF systems and procedures such as
group formation, house to house visit, group
recognition test, proposal preparation, loan
approval, loan disbursement, loan utilization
survey, monitoring of weekly meetings and weekly
savings/loan amortization collection.

CARD's strategy is patterned after the Grameen Bank
model. This strategy is founded on the belief that
innovations that are combined social institutions building
would have more long-term and sustainable effects in terms
of changing people's attitude towards credit.

Implemented jnitially in San Pablo, Laguna, the LPF has
as of September 30, 1992 covered 55 barangays in 13
municipalities (Table 60). It has organized and trained 192
groups which have been formed into 61 centers. The groups
have 827 recognized members as of Nov., 1992. Through LPF, a
total of P4.1 million had been loaned out to the members
the four provinces. The groups, on the other hand, have been
able to generate P415,919.90 in savings. Loan recovery rate
is high at 99.24 percent.

Note +that the numbers of barangays reached (22),
recognized members (420), number of groups organized (99)
and centers formed (28) are highest in Laguna since the
operation of the LPF was jnitiated in the said province. The
largest financial assistance (1.6 million) also went to

beneficiaries in Laguna who in turn generated the .biggest
group fund (R294,677).

VCF. VCF was created in 1978 to address two main goals
which are: '

1. to generate capital which involves the
mobilization of surplus funds from the coops to be

placed in VCF in the form of investments and/or
deposits; and

. 2. to deliver credit to coops to help them raise

their financial viability and stimulate
activities at the coop level.
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Table 90, Status of LPF as of September 30, 1997,

Province

‘faguna  Quezon  Narinduque Nasbate Total
Funber of mumicipalities 1 z 3 § 12
KOmber of harangays 22 10 11 11 55
Fusber of members 420 115 134 158 821
Hunber of centers 28 13 i1 9 §1
Kuaber of groups 49 kY 2 kY| 192
Total Financial Assistance 1.8 1.1 t.5 0.3 i1

(PH)
tal group fund (Pesos) 294,677 §4,377.90 34,215 12,850 415,919.90‘
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From ®1.9 million in 1986, VCF's total loans released grew
to P10.2 million in 1992, at an average rate of 73 percent
per annum (Table 91). However, the highest amount of 1loans
granted (R11.7 million) was realized by VCF in 1990. During
that year, 75 coops were able to avail of loans from -VCF.

Lending Investors and Individual Lenders. Although the
four lending investors grant loans to small rural borrowers,
they have not ventured into small farm lending. In contrast,
lending transactions of the three individual 1lenders are
with small farmers.

Terms and Conditions of Loans Granted

Because of the heterogeneity of borrowers' needs, and
the multiplicity of loan purpose, credit terms and
conditions imposed, and different types of loans extended by
either the formal or informal lenders vary considerably.
Interest rate, maturity period and collateral requirement
normally vary depending on the type of loan and the type of

lending institution. Loans may either be secured (with
collateral) or unsecured (without collateral). Since loans
are extended in various forms different lending

institutions also set different requirements regarding
frequency of payment and penalties for non-repayment.

Type of loans granted. Type of loans granted differed
across types of lenders. Lending investors cater to the
credit needs of the small urban .entrepreneurs, most
particularly market vendors because the risks are much less
and, because the borrowers have daily incomes collection of
repayments can also be made daily. There is therefore, a
faster rate of turnover of loanable funds which are then
used to lend to other clientele. NMDB (CPN), TILCO and PLF
on the other hand, provide agricultural loans to small
farmers in addition to providing non-agricultural loans
(Table 92). Similarly, the private informal lenders give
financial assistance to small farmers, mostly for
agricultural production. :

VCF has four kinds of lending windows: (1) the
liquidity window - for immediate and short-term financial
need; (2) loans used for purposes like relending to
individual coop-members, purchase of merchandise, production
and marketing activities; (3) special loans approved based
on the guidelines used for a particular project; and (4)
special financing window wherein loan will be used for
acquisition and improvement of existing assets.
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Table 91. Loans granted and number of coops served, -
VCF, 1986-1992. _ :

Year Loans Granted No. of Coops
(Pesos) Served
1986 1,889,188 21
1987 3,768,257 20
1988 7,415,782 23
1989 | 8,982,374 51
1990 11,665,953 75
1991 10,418,225 57
1992 10,208,737 37
fn:lgravef
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table 92, Terms and conditions of loans gramted by source of credit, 1992,

D. Won-government Organizations

vIcTo (VCE)

139

Sources of Credit/Type of Loan Interest rate Naturity Prequency aof Collateral
(%/annur) Payment )
k. Lending Investors
Case |
t Narket vendor's loan 45 100 days daily none
Case 2
% Copmercial (imecludes 3 100 days daily none
market vendor's
loan)
t Salary (average for 6 months  15th & 30th of the mo. none
t Chattel all loan types)  ome year Bonthly Roveable assets
t feal Bstate one year nonthly land
Case } : :
* Market vendor’s loan 100 days daily -none.
t Salary Info. not 6 months  15th & 30th of the mo. none
% Chattel given one year Ronthly moveable assets
1 Rea) Rstate o0n¢ year zoathly land
Case 4
t Market vendor's loan 46 100 days " daily none
t Salary 38.9 one year 15th% 30th of the mo. none
t Chattel 40 ome year Ronthly moveable assets
* Real Bstate {0 one year monthly lands
~* Additional capital
loan S {0 one year soathly tote
B. Private Development Bank
FKDE (CPX Consortium) Prevailing mkt. 8 months every harvest REM, Chattel mortqage
rates (20-25%) anything that is
of value
¢> People's Organization
PLY (T1LCO)
t Production loan U one year every harvest trust receipts.



% Liquidity window 14 3 mo.- 1 year ~ every harvest none
t Relending window 14 one year gvery harvest none
% Special financing 14 one year gvery harvest none
¥ Special credit 12 one year every harvest none
CARD (LPF)
% pgricultural
t Spall-scale enterprise
Size of loan (P)
500-1000 18 3-§ wonths weekly none
1500-2000 §-10 months
2500 10-12 months
3000 12 ponths
5000 12 months
10000 12 nonths
E. Individual Informal
Lenders
% Mrs. B
Pravident 36-120 1-2 sonths daily none
Production (depending on  4-6 months every harvest nons
: the type of loan) - o '
*Hr. 0
Production 60 3-4 months every harvest land
(crop basis)
tHr.o M
Production 0 one year gvery harvest land
fn:tclg
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Interest rate. Among the credit institutions, informal
lenders imposed the highest interest rate of ‘60 percent per
annum (Table 92). It is followed by lending investors,
TILCO, CPN consortium, LPF, and VCF. One informal lender
charged zero interest for his borrowers but strictly
requires collateral (i.e., land) because once the borrower
is not able to pay his due he automatically forecloses the
farmers' land.

Maturity. Maturity period differs by type of 1loan
offered and the type of credit institution but on the
average, the most common maturity period is on an annual
basis (Table 92). Lending investors usually offer the
shortest maturity period; i.e. 100-day maturity period;
while the POs/NGOs offer the longest - one year. Maturity
of loans from the CPN Consortium (8 months) is tied wup to
cassava production, the crop that CPN is supporting. The
informal lenders, on the other hand, usually tie-up their
loans to gestation period of the crops for which the 1loan
was used, and this is usually four months.

. Frequency of payment. The frequency by which lending
institutions . collect loan amortizations is apparently
determined by the type of loan and borrower's type of
economic activity. For instance, farmer-borrowers are
required to pay their amortizations every after harvest
while in the case of a government worker who applied for a
salary loan, the payment is automatically deducted from his -
salary every 15th and 30th of the month and market vendors
are asked to make daily payments.

Collateral. POs and NGOs appear to be more lenient with
collateral requirements than banks, lending investors and
individual lenders. Lending investors who offer chattel and
real estate mortgage loan requires moveable assets and land
as collateral, respectively (Table 92). The consortium also
requires collateral such as land or other real estate
mortgage, moveable assets and anything that is of value to
the borrower. The value is not measured in monetary terms
alone. CPN accepts collaterals that have
"sentimental/emotional" value to the borrower even if the
monetary value is low. For example, CPN accepts wedding
gowns as collateral. In addition to the collateral, the

farmer has to sign a loan marketing agreement with the
consortium.

On the other hand, two individual informal lenders
require land as collateral., Other lending agents including
TILCO, VCF, LPF, and one individual lender do not require
collaterais. )
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Documentary requirements. Formal credit sources usually
require the borrowers to fill up certain forms and present

papers attesting to the Jlegitimacy of their business
operations, feasibility and viability of the business
enterprise that will be put up and promisory note. On the
other hand, informal lenders like traders .and landowners,
usually do mnot require any written document from the
borrower. However, it was found in this study that some
individual lenders also require the borrowers to sign a
marketing agreement with the lender although the PO
respondent and one informal lender do not require any
documents. Nevertheless, the documentation requirements of
the informal lenders is still much less than that of the
formal lenders (Table 93). The documents required by the
formal institutions included in the case study are, however,
much less and relatively simpler than those required by the
banks covered in the survey.

Collection scheme.. The lending institutions employ.
different collection schemes as indicated in Table 94 . The
CPN Consortium collects payment through market tie-ups while
"LPF conducts weekly meetings to collect amortization from
borrowers. _ :

Before, VCF just waits for its clientele to come to
their office to pay. This method proved to be inadequate.
since the number of .delingquent coop-borrowers increased
tremendously from eight (in 1988) to 65 (in 1991). The
- delinquency rate in fact grew from 7% to 62% for the said
period while the amount of delinquent, accounts rose from
®223,324 to PR3,629,724. Due to high delinguency rate, VCF
hired a loan monitoring officer in February 1992, to ensure
that there are no loan deviations and improve the collection
rate. However, because of the high incidence of bad debt on
past due accounts, the attention of the 1loan monitoring
officer is currently focused on collecting bad debts.
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Table 93. Oocumentary resquirements of loans granted by source of credit, 1992.

Sources of Credit/Yype of Loan Docunentary Requirements

A. Llending Investors

Case 1 -
% Market vendor’s loan Loan application;
: Hayor’s perpit to operate
business
Case 2
% Commercial (includes Hayor's permit; Loan application
market vender's
loan)
* Salary Loan application
¥ Chatte] Loan application;
Cert. of registration,
0ffical receipt
* Real Estate . Land Title
Case 3
* Narket vendor's loan Mayor's permit, Loan application
¥ Salary: Loan application ~
* Chattel A Cert. of registration, Loan application
0ffical receipt
¥ Real Estate Land Title; toan application
Case 4 :
% Market vendor’s loan = Hayor’s permit; Loan application
¥ Salary Loan application
t Chattel Cert. of registration, Loan application
0ffical receipt
% Real Estate Land title; Loan application
* Additional capital Income statement and
Yean Balance sheet of business;

Loan application

8. Private Developaent Bank

K408 (CPN Consortium) Loan application promissory
note, Loan/marketing agreement
with consortiue

C. People’s Organization
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PLF (TILCO)
t production loan

D, fon-government Organizations

VICTO (VCE)
t Liquidity window

t Relending window
% Special financing
% Special credit

CARD (LPEP)
t Agricultural

Loan application, promisory
note, trust receipt, farm plan
and budget

Project proposal,
loan application; promisory
note and trust receipt

Loan application, promissory note,

_ project proposal

t Small-scale enterprise ~do-
E. Individual Informal
Lenders
¥ Nrs, B
Provident none
Production none
t . 0
Production Marketing agreement
tHr, K
Production Contract agreement
fn:doclg
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Table 94. Collection scheme of the different credit institutions.

Source of Credit

Collection Scheme

Lending Investors
Case 1

Case 2

Case 3
Case 4

NMDB (CPN Consortium)
PLF (TILCO)
VICTO (VCF)
CARD (LFP)
Individual Informal
Lenders
Mrs. B
Mr. O

Mr. M

Collector goes personally to the market
area/send notice for delayed payments

Collector goes personally to the borrower
while some voluntarily go to the lending
investor's office

Waits for the borrower to pay in person/
send notice of delayed payments

Collector goes personally to the borrower/
send notice of delayed payments

Through market tie-up
Coop provides trucking

Waits for clientele to pay

Weekly meetings are conducted to collect
payments

Lender visits the borrower's house

Lender visits the borrower's house/borrower
sometimes go personally to the lending agent

Borrower goes personally to the lender

fn:collsc’
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Other lending agents such as lending investors also
assigned collectors to go personally to the borrowers' house
to collect payment Or just send notice to those who defaults
from ~their payment. LI3 only waits for the borrowers to
come . to their office and persomnnaly pay - their
loans/amortizations. Borrowers who get delayed in paying
their accounts are sent letters reminding them of their
obligations.

TILCO employs a more innovative collection scheme. It
accepts payment in kind using its marketing and trucking
system. Produce are collected and sold to TILCO. TILCO, on
the other hand, buys the produce at prevailing market
price. A1l expenses incurred by the borrowers (from land
preparation to hauling) are properly accounted for and then
the loan which includes the principal and interest, is
deducted from the total cash value of the borrowers'
harvest. :

Informal lenders usually visit the borrowers' house to
collect the payment but gometimes, the borrowers are the
ones Who personally go to the lender's house to pay their
amortization. :

Repayment rate. mable 95 shows that repayment rates
vary from one institution to another, although the repayment
rates reported by the different institutions are much higher
than other rural credit programs particularly those operated

by government institutions. No information on repayment
was obtained from the three jnformal lenders interviewed.

Among the credit jnstitutions, NMDB appear to have the
highest repayment rate of 100 percent. This reflects the
advantage of an integrated approach to delivery of service
to the small farmers. The strength of this strategy is the
well-organized structure of its consortium and the strong
and effective linkage mechanism between the credit,
production and  marketing services provided by . the
consortium. '

CARD ranked second in terms of repayment with a rate of
99.24 percent, followed by the lending investors of San
Pablo both at 98 percent. The lowest repayment rate was
reported by vicTOo and LI3, and they are now trying to
improve this by stepping up their loan collection efforts.

Apparently, there is a correlation Dbetween loan
collection schemes and repayment rate. The consortium
through its marketing tie-up was able to achieve 100 percent
repayment rate. The lending investors which employ
collectors have high repayment rate too. TILCO's trucking
system and CARD's weekly meeting/collection facilitated the
remittance of payments thus increasing their repayment
rates. In contrast, LI3 and VCF which usually wait for:
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Table 95. Repayment rates of the different credit institutions,

Source of Credit

Repayment Rates (%)

Lending Investors
Case 1
Case 2
Case 3
Case 4

NMDB (CPN Consortium)
PLF (TILCO)
VICTO (VCF)
CARD (LPF)
Individual Informal
Lenders
Mrs. B

Mr. O
Mr. M

98

98

80
97.5
100
90-95
81.59

99.24

fn:repcase
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their clients to come have relatively low repayment rates
compared to the other lenders.

Moreover, repayment rates of the different . credit
institutions are also influenced by the frequency of
payment. Specifically, based on the result of the case
study, if the lender requires daily or weekly remittance of
payments, repayment rate is higher compared to those who
applied monthly, quarterly and annual basis. Also, the rate
of turnover of money is faster, thus improving the liquidity
of the lender and its capability to lend to other borrowers.

Income from and Cost of Lending

Only three of the respondents provided information on their

net income (the CPN Consortium/NMDB, TILCO and VCF). The
others said this information 1is highly confidential and
therefore, cannot be provided to the research team. Thus,
the analysis of the finmancial soundness and viability of the
institutions is constrained. Based on the reports, TILCO

registered a higher net income (R1.167 million per annum)
compared to the income of the NMDB from the consortium
(P38,920) and VCF (P868,054.04) (Table 96).

In terms of cost of lending, it was found out that the
lending investors incur the lowest lending cost. LIs 1, 2,
and 3 exhibited equal cost of lending of P0.03 for every one
peso lent or (.03%). ILI4 on the other hand, reported that
it incurred a total cost of B700,000 per month. ‘

The CPN consortium reported the highest cost of lending
amounting to P1.05 million. This is about 22 percent of
their total income. according to TILCO, VCF and LPF their
lending cost amounts to 12 percent, 29.17 percent, and 24
percent of their total income, respectively. This implies
that TILCO, the institution that registered the highest
income and serviced the most number of small farmers has a
very efficient and effective mechanism.

Quite expectedly, not one among the informal lenders
gave information on the cost they incurred from lending.
This could be due to a number of reasons: (1) they probably
do not really take account of all the costs associated with
their lending operations since lending 1s just one of the
activities that they undertake with the borrowers; or (2)
their cost of 1lending is very small compared to the
interest rate that they are charging and the income that
they are getting from their lending operations.
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Table 96. Net income and cost of lending by source of cre

Source of Credit Cost of Lending

Lending Investors

Case 1 For every one peso lent the cost is
around P0.03

Case 2 ~do~

Case 3 -do-

Case 4 _ P700,000/month
NMDB (CPN Consortium) P1.05 M

(22% of total income)
PLF (TILCO) 12% of total income
VICTO (VCF) 29.17% of total income
CARD (LPF) : 24 % of total income
Individual Informal
Lenders
Mrs. B -
Mr. O -

Mr. M _
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Duration of l.oan Processing

The length of loan processing time vary depending on
the lender and this can be due to a number of factors: (1)
availability of funds; (2) security of loan; (3) number of
supporting papers required and the extent of completion of
these documentary requirements; (4) size of loan; (5) amount
applied for; (6) track record of the borrower; and (7)
availability of the signatories.

According to the key respondent in Case 1, it takes
them only one day to process loan applications and release
the loan if they have available funds but if fund is
limited, processing takes 2-3 days (Table 97). Case number 2
on the other hand, can process the loan in one day provided
that the borrower has submitted all documentary requirement
and funds are available. If funds are not enough to serve
all the borrowers, they strictly employ the "first come,
first serve" policy. Case number 3 allows itself more
flexibility in terms of loan processing time. They
guarantee, however, that loans can be released one week (7
days) after filing, Lending investor number 4 sets a
separate timetable for different sizes of loans. Big 1loans
(which wusually require collateral) takes one week before
approval and release, while small loans (which do not
require collateral) takes only 1l-2 days.

The CPN Consortium can process re-loans in 2-3 days
while new loans (new borrowers) are processed in about 1
week's time. .

In VCF, processing and approval of loan takes so much
time especially if the amount applied for is large since it
will have to go from one committee to the next higher
committee for approval. The loan application goes through
various committees, namely, the in-house credit committee,
loan committee and management committee (MANCOM). The
composition of each committee varies in each region. The in-
house committee can approve loans amounting to BR1,000 to
P20,000 in Regions 6 and 8. The in-house committee in Region
7/Cebu can approve loans ranging from R1,000 to ®50,000.
The loan committee in Regions 6 and 8 approves loans ranging
from ¥20,001 to ®500,000 while the loan committee in Cebu
approves loans from R50,001 to Pl "'million. For loans
amounting to B500,001 to Pl million filed in Regions 6 and 8
Hence, this will be approved by the Cebu Loan Committee. For
loans greater than Pl million, only the MANCOM has the
authority to approve. Hence, for this amount of loan,
processing time takes more than one month since the MANCOM
only meets once a month. Long processing period is not a
critical concern for VCF borrowers since these are coops
that have more flexibility in fund allocation and whose
application for 1loans is based on the projected (not
immediate) needs of its members. Oftentimes, coops file
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Table 97. Loan processing time by source of credit, 1992.

gource of Credit

' Processing Time

Lending Investors
Case 1

Case 2

Case 3

Case 4

NMDB (CPN Consortium)

PLF (TILCO)

VICTO (VCF)

CARD (LPF)

Individual Informal

1 day, with available funds/
2-3 days, with limited funds

1 day , with complete papers and funds/
1st come, lst serve if fund is limited

1 week

1-2 days for unsecured loan/
1 week for secured loans

1 week for new loan/2-3 days for reloan

. almost no processing farmer must only

sign papers such as promisory note
depends on the amount of 16an

less than P5,000.00 — 1 week or less
P5,000.00 or more — 2 weeks

Lenders .

Mrs. B Almost no processing farmer must only approach
the lender right awady '

Mr. O Almost no processing farmer must only approach
the lender right away

Mr. M Almost no processing farmer must only sign a
contract

fn:loaproc
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their loans in advance in anticipation of the needs of their
membexrs. Hence, even if the loan processing time in the VCF
is longer than other CIs, funds still become avilable when
needed. in contrast, the the other CIs generally serve
farmer-borrowers who would need the loans for immediate
need, and to them, efficiency in loan progessing is very
critical.. E

In LPF, loan processing time also varies depending on
the size of the loan because of the level of management
action that is necessary for loan approval. Processing time
for loans. amounting to less than B5,000 is faster (1 week or
less) because the branch manager, who is the approving
authority, is always available to evaluate the loan
application. For loans amounting to ®5,000, only the
Executive Director has the authority to act on the
application, and processing usually takes two weeks since
the documents have to be brought to CARD's office in San
Pablo City where the Executive Director is based.

One reason why TILCO and the 3 informal lenders are
able to process loan applications in a very short period of
time is because they do not require much paper works, The
porrowers are only required to sign a promissory note or
they could just approach the lender and request for a loan,
then they will be asked to sign a contract of agreement and
the loan can be released right away. The contract normally
states that the payment will be deducted upon the sale of
their produce.

Savings'nobilization Program

One of the sources of loanable funds of credit
institutions is savings hence, to generate additional
capital these institutions particularly private banks, NGOs
and POs engage in savings mobilization program. They
implement this kind of program primarily to attract
depositors to save and invest in their institution. One
common means of attracting investors/savers is offering
higher interest on savings and time deposits.

In the case studies, only NMDB, PLF, VICTO and CARD
implement savings mobilization schemes/strategies to attract
additional depositors/investors (Table 98). The four lending
investors do not employ such scheme because they are not
allowed to generate savings in the first place. Instead,
they rely on capital contributed by individual investors. To
attract other individual investments to the LI, the lending
investors offer interest rates of two to three percent per
month on the individual investor's capital dJdepending on
their earnings and volume of business. On the other hand,
individual informal lenders usually have enough funds for
their own relending activities, although in one case, the

150



Table 98. Savings mobilization program by source of credit,

1992.

Source of Credit

Savings Mobilization Program

Lending Investors
Case 1
Case 2
Case 3
Case 4

NMDB (CPN Consortium)

PLF

VICTO (VCF)

CARD (LPF)

Individual Informal
Lenders
Mrs. B
Mr, O
Mr. M

More branches; find transfer
services; give incentives to

employees who can attract additional
depositors

Every harvest farmers used to give
2 cavans = P500 as savings, which they

" leave at the warehouse so that in 5 years

farmers do not have to loan from LBP
because they have enough funds to
loan from themselves

Investment of member-coops in VCF
earn a competitive interest in the
form of dividends

Group/pledge savings of P5.00 per week;
automatic deposit of 5% of approved
loan; additional 5% of loans from
group fund; paid interest of 3%

on loans from project

fn:savmob
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lender borrowed from the bank to augment his lending
capital. This implies that the earnings the lender derives
from his lending business is enough to cover at least the
interest rate charged by the bank. -

NMDB, the only private development bank considered in
the study, employs a different strategy for its fund
generating project. The bank gives incentives to employees
who can recruit depositors. Through these incentives bank
employees will be motivated to exert extra effort to attract
additional depositors and savers to the institution.
Moreover, the establishment of other branches attracted
more depositors. Another strategy to encourage and attract
more depositors is by providing a fund transfer service.
However, the CPN consortium has no savings mobilization
component.

PLF encourages farmers to save 2 cavans of rice which
is equivalent to R500, every harvest. The rice is deposited
in PLF's warehouse and monetized, and it is estimated that
after five years, farmers will not have to rely on loans
from the LBP because they have enough funds of their own to
finance their farming operations. : :

VICTO's savings strategy is implemented through the
investment of member-coops in the central fund. This
investment earns a competitive interest in the form of
dividends. CARD, on the other hand, which also believes that
a savings program is an important factor for members to
attain self-reliance, conducts the following schemes:

1. pledged savings of ®5.00 per week. Every group
member deposits five pesos every week as a
personal saving. This is accumulated in an
account called Group Fund account which is held
and managed by the group.

2. Automatic depogit of 5% of approved loan fdr
project. When a group member receives a loan,

an obligatory deduction is made at the rate of
five percent of the loan amount. This is known as
the group tax. A member pays this tax for enjoying
the financial services coming to him through the

group and also to build up a reserve for the
group itself. Group tax collection is also
deposited in the Group Fund account.

3. Additional 5% of loans from Group Fund. Loans from
this fund, at terms set by the group, may be
used for additional capital for livelihood
projects. However, five percent charge on
loans from this fund is obligatory so that ‘the
Group Fund will always have reserve funds. The-

existence of this common fund provides the group
with experience in funds administration. It also
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encourages the members to take up larger
projects collectively.

4. Paid interest of 3% on loans from project. Members
are obliged to pay an interest of° three
percent on loans from projects after full
payment based on annual refund declaration.

Lending institutions including NMDB, TILCO, VCF, and
PLF employ savings mobilization schemes to generate more
funds to cope with the increasing demand of farmers for
credit services and to generate funds internally so that
pborrowing and cost of money can be reduced. Consequently,
with larger capital and lower relending rates these lending
jnstitutions will be financially sound and more competitive.

Assistance Received

Formal and informal rural credit institutions received
loans as well as grants, from other organizations, both
government agencies and private institutions. These
financial support are released either in the form of cash or
in kind (e.g., computer, farm animals, fertilizers, etc.)
with a corresponding interest except for grants which carry
no interes. Grants are usually received in the form of
commodities just like that of PLF's complete set of computer
with printer and second hand bulldozer which they received
from the Netherlands Embassy and - Japanese Embassy,
respectively (Table 99). The computer is primarily used for
documentation while the bulldozer is used for clearing an
area that may be used as a relocation site for the victims
of Mt. Pinatubo eruption, particularly for the indigenous
tribe of Aetas. -

To augment their capital base, lending investors borrow
from private banks or private individuals. while the " two
NGOs were able to access funds, mostly grants, from foreign
NGOs. Moreover, VCF, which has a credit line with LBP, 1is
able to borrow from BPI Foundation at eight percent perx
annum. The PLF and CARD were also able to get loans from
DRDAP. Meanwhile, one moneylender borrowed from a bank, too.

The NMDB was able to source funds from CBP, DBP, LBP,
PBSP, KASAPI, Union Bank of the Philippines and Maatschappij
von Ontruikkebuigalanden' N. V. (FMO), a Dutch investment
company. However, the loans from these credit institutions
are used for their regular lending activities (i.e.,
agricultural loan, commercial and other loans) and not for
the CPN Consortium. Funds for the consortium come from the
savings generated by the bank and their earnings.
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Table 99. Sources of financial assistance by source of credit,

1992.

Source of Credit

Source of Financial Assistance

Lending Investors
Case I
Case 2
Case 3
Case 4

NMDB
PLF (TILCO)
VICTO (VCF)
CARD (LPF)

Individual Informal

Private banks
Private banks

.Private individuals

None

CBP, DEP, LBP, PRSP, KASAPI, Union
Bank of the Philippines, a Dutch
investment company

DA, DRDAP, TLRC, Netherlands and
Japanese Embassies

LBP, BPI Foundation, NEDA, Foreign
NGOs, i.e., Netherlands '

DRDAP, Foreign NGOs in Taiwan, Japan
and Thailand

Lenders

Mrs. B None

Mr. O Bank

Mr. M None
fn:sfinass
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Affiliation with Other Organization

The different groups of lending institutions seek for
additiocnal funds and assistance to augment their financial
resources and link with other institutions to assist their
borrowers particularly in the social institutions building
aspect. So, they have established linkages or tie-ups with
other organizations, government and private institutions.

The two NGOs are members of the Cooperative Union of
the Philippines (CUP), People's Council on Rural Savings and
Finance (PCRSF), Philippine Partnership for the Development
of Human Resources in Rural Areas (PHILDHRRA) and (NATCCO)
(Table 100). Furthermore, VICTO, is registered with CDA.

On the other hand, private firms such as NMDB and the
lending investors are affiliated with private groups. NMDB
is a member of the Development Bank Association of the
Philippines, Cagayan de Oro Chamber of Commerce; PBSP and
Personnel Management Association of the Philippines while
the four 1lending investors are members of their <town's
lending investor's association.

Development Plans and Programs

All institutions are expected to have their future
plans for development. NMDB, through its CPN Consortium is
planning to reorganize its ARN Consortium, a baby corn
project (Table 101) which operates in the same way as the
CPN .consortium except that the project is baby corn and not
cassava. The first activity of the project was very
successful . However, because of the big profit that the
~consortium realized, a member of the consortium demanded for
a bigger share which the other members flet -was
unreasonable. As of the time of the study, the project has

stopped although NMDB plans to pursue the project with

another partner. they were in the process of reorganization.

On the other hand, PLF is hoping to build irrigation
canals since this is the immediate need of farmers. PLF
observed that many farmers were not able to plant because
there is no irrigation facilities in their area. It is
expected that, once the irrigation facilities are built,
farmers will have the capacity to pay their loans in the
coop (TILCO). At the same time more farmers will be
encouraged to join the cooperative.

VICTO, on the other hand, wants to develop and improve
its loan monitoring activities, particularly with the
central fund's borrowers. CARD, meanwhile, plans to convert
PLF into a bank that will be owned and managed by the
landless beneficiaries themselves.
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Table 100. Affiliation with other organizations.

Credit Institutions

Organizations

Lending Investors
Case Number
Case Number
Case Number
Case Number

e

Private Dev't Bank
NMDB (CPN Consortium)

People's Organization
PLF (TILCO)

Non-Gov't Organization
VICTO (VCF)

CARD (LPF)

Individual Informal
Lenders
Mrs. B.
Mr. O.
Mr. M.

San Pablo Lending Investor's Associatio
San Pablo Lending Investor's Associatio
Lipa Lending Investor's Association

San Pablo Lending Investor's Associatio

Cagayan de Oro Chamber of Commerce,
DBAP, PBSP, PMAP

CUP, PCRSF, PHILDHRRA, NATCCO

PCRSF, PHILDHRRA

fn:affili
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Table 101. Development plans and programs by source of credit, 1992.

Credit Institutions Development Plans/Programs -

Lending Investors -
Case Number 1 -
Case Number 2 -
Case Number 3 -
Case Number 4 -

Private Dev't Bank

NMDB (CPN Consortium) ARN Consortium; more branches .
People's Organization ‘

PLF (TILCO) Irrigation canals & consumer store
Non—Gov't Organization

VICTO (VCF) Developed and improved loan

monitoring activities
CARD (LPF) Conversion of PLF into a bank
v . which will be owned and managed
by the LPWs

Individual Informal

Lenders

Mrs. B. -

Mr. O. -

Mr. M. T

fn:devplan
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Note that the plangs and programs for future
development of the aforementioned institutions are centered
on the improvement of the welfare of the farmer-borrowers
and strengthening of the financial and managerial status of
. their respective institutions. In contrast, the four lending

investors expressed anxiety to go into small lending
transactions. The four lending investors were asked whether
they intend to lend to small farmers. Lending Investor
3 mentioned that they provide loans for agriculture through
post-harvest facility loans but they have no plans of going
further to small farmer lending. The reasons cited why the
lending investors are hesitant to go into such venture are
the following: (1) lending cost will increase considerably;
(2) they do not have the capability; and (3) loan
monitoxing/collection will be difficult and costly. It can
be surmised that there is no "pressure" for the lending
investors to go into small farm lending because government
has not provided them any form of assistance, whether
financial or technical.

Problems/Congtraints

Some of the lending organizations are plagued with
problems. BAmong the financial institutions, LPF appears to
have the most problems inspite of its high repayment rate.
"he problems cited include:

1. Existence of other NGOs - in their area of
operations whose policies and rules are contrary
to that of LPF (e.g., rules on repayment for
financial assistance provided are not strictly
implemented); thus affecting the social
institutions building program and value
reorientation activities of LPF;. '

2. Beneficiaries do not as yet have full appreciation.
of the concepts of group lending. Some groups do
not carefully screen the qualifications and
readiness of their group mates since their primary
concern is Jjust to comply with the required

grouping of five potential loaners, so they can
borrow soonest;

3. . LRW's reluctance to undergo basic training

requirements;

4. Many LRWs exhibit "public fright" in the presence
of perceived people of authority, (e.g., LPF
management staff) during the group recognition
test. Consequently, they find difficulty in
replying to  simple questions about their
understanding of the program. As a result, they
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fail the test so they have to be retrained,
thereby slowing down the process of membership
recruitment/expansion; and

6. Although many community members are interested in
the program, they adopt a "wait and see" attitude.
They would like to observe first how the program
fares before actively participating in it.

The PLF, on the other hand, has manpower problems since
it cannot offer competitive salary rates due to limited
funds. Meanwhile, NMDB is constrained to expand the CPN
Consortium because their small farmer lending program
competes with its other priorities. In addition, its area
of operation and choice of partners are also limited.
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Conclusions and Recommendations

Conclusions

1.

The above discussions show that the conduits of rural
credit can be generally classified into two: (a) those
that lend using privately generated funds (e.g., rural
banks, cooperative rural banks, development banks,
informal money lenders and lending investors), and (b)
those who finance their lending operations using mostly
grants and/or soft loans (coops, NGOs,and POs).

The lenders that belong to the first group also have
different lending policies depending on their
assessment of the risk involved and the scarcity of
their resources. The banks can charge a relatively low
interest rate compared to the informal lenders because
their loans are collateralized. They can recover their
exposures by foreclosing the collateral, in case of

- defaults in loan repayment or imposing fines on past
- due accounts. So, while they can offer low interest

rate, their terms are not flexible, the entire
operation is very formal and impersonal and does not
generally appeal to the common rural borrower.

The informal lenders, on the other hand, are more
accessible, they do not require collateral, the terms
and conditions of the loan are more flexible, and their
approach and relationship with the borrowers are more
personal and conform with the social norm among: the
rural borrowers. However, because of the high risk of
defaults they charge a high interest rate. Despite
these, informal money lending continue to be a thriving
business in rural areas and their importance and
acceptability cannot be discounted even with the-
proliferation of credit coops. - :

The lending investors do not require collateral and do
not charge very high interest rate, but limit their
lending operations to those who have sure incomes.
They do not lend to small farmers and other rural
borrowers because they do not want to take the risk and
they want to minimize cost. Like the informal lenders,
their approach is more personal since collectors visit
them daily/weekly to collect their payments.

NMDB is one innovative bank that implements a special
credit program for the benefit of the small farmers.
This program is more costly and less profitable than
their commercial lending operations but they sacrifice
big returns just to be able to help the small -
borrowers. This is a good program for the other
banking institutions to adopt.
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Encourage capital build-up among coops for them to
attain financial security.

All CIs cater to different clientele who have various
credit needs. The results indicate that coops are the
most effective rural credit conduit that reach small
farmers and ARBs because they are accessible and offer
more affordable credit terms. However, they are
constrained by their limited capability to finance
bigger ventures and manage/administer big loan
operations. Moreover, they are heavily dependent on
subsidized loans from the government and grants from
external sources, (usvally foreign) .and there is no
assurance that these funds will always be available.

‘Hence, <the question of sustainability of operations

come to fore. Coops should be able to generate their
own funds to be able to sustain their operations.

At this stage when funds are still available for
cooperative development, they should be provided
assistance to help them encourage their members to
build-up their savings and improve farther their
capability to handle big credit operations.

so far, there are jndications of the viability of
coops. They are able to manage their lending
operations; their borrowers report higher rapayment
rates than CRBs and RBs as a result of their collection
mechanism (i.e., receiving payments in kind); and they
are able to maintain their operations at low cost
despite l1imited manpower capability. They should be
able to maintain this even with minimal or without
governmernt support.

Provide greater opportunity and encourage development
banks to extend rural credit assistance

The development banks will continue to be critical in
providing credit assistance to rural borrowers who are
not coop members and whose credit needs can not be met
by the coops. " They can be partners of government in
the implementation of rural development programs SO
they can be exposed to and deal with small borrowers.

Appeal to the CIs especially private commercial banks,
and encourage them to undertake lending programs 1like-
that of the NMDB. In addition to financing, marketing
and technical assistance are also very critical to the
success of any business undertaking. The package of
services provided by the consortium makes the
financial assistance more effective and meaningful.
Therefore, if the government decides to embark on new
credit programs, such services should also be included. -
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6. The coops/NGOs/POs on the other hand, obtain their

' joanable funds at a reasonable interest rate and
therefore, can afford to lend also at a low interest
rate. Furthermore, since most of their funds came from
grants, there is not much pressure for them to recover
their exposures. Their terms and conditions are more
liberal and flexible, and the incentive to increase
their efficiency to improve their profit is not as
great as those that use their own funds or bear the
full cost of their operations.

7. Based on these it can be surmised that the elements and
features of an effective, viable and sustainable rural
credit delivery mechanism are: accessibility;
capability to provide necessary credit assistance to as
many borrowers on time; reasonable rate of interest;
short period of loan processing; efficient collection
mechanism; ability to offer flexible terms and
conditions to respond to the needs of the small
borrowers; and capability to generate resources with
minimal or without government subsidy. S

Recommendations

To improve the effectiveness, viability and
sustainability of the RCDMs studied, the following
recommendations are forwarded:

Policy support

a. GFls and big development banks (DBP, PNB, etc.)

: should channel their loanable funds to the rural
pased CIs like the RBs, CRBs and coops to improve
their funding capability.

b. Provide incentive (e.qg., rediscounting/loan
restructuring) to the private lenders to
encourage them to lend to small farmers and other
rural borrowers.

2. Should LIs go into small farm lending, there is a need
for them to lessen documentary requirements and relax
some term and conditions, i.e., extend loan maturity so
it will coincide with the crop production cycle.
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Appendix Table 1. Average interest rates paid by borrower-respondents by

source of credit and by type of loan, Negros Occidental,
1992, (percent per annum) .

source of Credit

Type of Loan

CRB RB coop Non-LBP All

Conduits

Crop production 20 23 18 38 21
Livestock production - - - 0 0
Comnercial/business - - - 20 20
Emergency/medical _ - - - 0 0
House repair/maintenance - - - - -
Educational needs - - - 0 0
Others - - - - -
All , 19 23 18 _ 31 20

fn:averatel



Appendix Table 2. Average interest rates paid by borrower-respondents by
source of credit and by type of loan, Bohol, 1992
(percent per annum)

Source of Credit

Type of Loan

CRB KB COQP Non-LBP All

Conduits

Crop production 20 23 20 - 21
Livestock production 20 21 36 - 28
Commercial/business - - 16 0 12
Emergency/medical - - - - -
House repair/maintenance - - - - -
Rducational needs - - - - -
Others . - - - - -
All 20 22 2 0 22

fn:averate2



Appendix Table 3. Average interest rates paid by borrower-respondents by
© gource of credit and by type of loan, Cebu, 1992
(percent per anrmum) .

Source of Credit

Type of Loan

CRB RB COOP Non-LBP All

Conduits

Crop production - 22 21 - 22
Livestock production - 25 17 - 18
Commercial/business - - - - -
Emergency/medical - - - - _
House repair/maintenance - - - - -
Educational needs - -~ - - 7
Others - 25 w-— P 25
All T - 22 18 - 20

fn:averate3



Appendix Table 4. Average interest rates paid by respondents by source
of credit and by type of loan, Negros Oriental, 1992
(percent per annum).

Source of Credit

Type of Loan

CRB RB COOP  Non-LBP All
Conduits

Crop production - 24 18 - 21
Livestock production - - 18 - 18
Commercial/business - - - -
Emergency/medical - - - -
House repair/maintenance - - - -
Educational needs - - -
Others - - - _

ALl - 24 18 - n

fn:averated



Appendix Table 5. Average interest rates paid by respondents by source
of credit and by type of loan, Iloilo, 1992

(percent per annum).

Source of Credit

Type of Loan

CRB RB COooP Non-LBP All

Conduits

Crop production 21 20 20 34 21
Livestock production - - 29 24 28
Commercial/business - - - - -
Emergency/medical - - - - -
House repair/maintenance - - - 9 9
Educational needs - - - 120 120
Other - - - 10 10
All 21 20 36 22

21

fn:averated




Annex Table 6. Average interest rate paid by borrower-respordents by source
of credit and by type of loan, Aklan, 1992 (percent per anmnum).

Source of Credit

Type of Loan

CRB RB CooP Non-LBP  All

Conduits

Crop production 24 24 18 - 21
Livestock production 24 26 18 - 23
Commercial/business - 27 - - 27
Emergency/medical - - _ _ .
House repair/maintenance - - - 17 17
Educational needs - - - - _
Other 25 - - - 25
All : 24 25 18 17 21

fn:averateb



Aopendiz %able 7. Reasons why respondents’ productivity increased, by source of credit and by province, 1992

Source of Credit

Province/frequency _
CkB BB Cogp All
Yo. ] fo. § fo. § Ro. ]
Yeqros Occidental {§=9) {§=17] {§=64) (¥=90)
[nereased ability to procure imputs 4 4. 10 93.82 3 5625 B0 59.96

Increased ability to hire additional labor

Tncreased ability to procure inputs/
increased ability to hire additional labor § 8556 5 1wALoW M0 MO 378

fo response - -1 It L 3 unn

- - 3 4.69 3 1.33

Bobol (R=T) (¥=10) (§=18) (B=45)
Tncreased ability to procure inputs I 4786 6 60.00 24 8571 33 7.1
Increased ability to hire additional labor - - 1 100 - - Y
Increased ability to procure imputs/ A

increased ability to hire additiomal laher Io42.86 3 .00 ¢ 1429 10 22,22
Purchase equipment for family busimess 1 4.2 - - -

- 1 1.2
Cebu o . (§=15) (¥=18) (F=33)
Increased ability to procure 1amputs - - 81 W 118 28 84.8%
Increased ability to procure imputs/ . .
increased ability to hire additiopal labor - - 1 6.87 T YY 5 15,15
Fegros Oriental [§=19) (¥=14) (R=33)
Increased ability to procure inputs - - T 36.84 P25 TR Y B § R k Ik
Tncreased ability to hire additional labor - - - - | 7.14 1 3.03
Increased ability to procure inpuis/
increased ability to hire additional labor = - 17 8L % 828 21 63.6d
Noile = N (§:9) (b18)  (R35) (Ns62)
Increased ability to procure inmputs 6 66,67 12 66,67 28 80,00 48 74,19
Increased ability to hire additional laber - - 7 11.11 - . 1.13

Increased ability to procure inputs/
increased ability to hire additional labor 1 1191 { .11 T 0.00 14 22,58

Aklan N ' (8=6) (8=9) (8=19) (H=34)
Increased ability to procure inputs PR X K 1 i § 4L 15 412
Increased ability to hire additional laber - - 1 n.n 5.76 i 8.82
Increased ability to procure imputs/

increased ability to hire additiomal labor {85687 RO K I X $ 41,31 16 47.08

—

fo:reasprod



Appendix Table 8. Number of respondents whose welfare/income increased due to
the loan, by province and by source of credit, 1992.

Increased

Did Not Increase All

Province/

Source of Credit

No. No. % No. %

Negros Occidental

CRB 6 60.00 4 40.00 10 100.60

RB 17 85.00 3 15.00 20 100.00

COOP 66 82.50 14 17.50 80 100.00

All 89 80.91 21 19.09 110 100.00
Bohol

CRB 7 70.00 3 30.00 10 100.00

RB 10 50.00 10 50.00 20 100.00

COOP 23 76.67 7 23.33 30  100.00

All 40 66.67 20 33.33 60 100.00
‘Cebu

CRB — -— -—— -— - —

RB 15 75.00 5 25.00 20 100.00

Coop 18  90.00 2 10.00 20 100.00

All 33 82.5%0 7 17.50 40 100.00
Negros Oriental

C'RB — -— — - — [a—

REB 19  95.00 1 5.00 20 100.00

COOP 14 70.00 6 30.00 20 100.00

All 33 82.50 7 17.50 40 100.00
Iloilo |

CRB 9 90.00 1 10.00 -10  100.00

RB 18 - 90.00 2 10.00 20 . 100.00

CoopP 34 85.00 6 15,00 40 100.00

All 61 87.14 9 12.86 70  100.00
Aklan

CKB 9 90.00 1 10.00 10 100.00

RB 19 95.00 1 5.00 20 100.00

COOP 19  95.00 1 5.00 20  100.00

All 47 94.00 3 6.00 50 100.00

fn:welfinco



Appendix Table 9. Reasons why loan helped increase respondent's welfare, by source of credit, all provinces,

1992,
Source of Credif
Reasons cre 4] coop All
¥o. § fo. § Ko, § fo. %
182319 [H=98) {¥=174) _ (R=301)

¥ith additional income to buy other

household needs (i.e., food, medicine, etc.) 17408 8% 66,33 130 15t M§ 7199
Increased production output & fara inmcome 5 1513 5.0 1 568 3 10.33
Become financially stable 1 845 § 918 17 {59 28 9,24
Able to buy additional inputs and fara animals DA B S £ N U1 & 1.62 21 6.93
Able to use money for business activities ¢ 12,90 oL 1 L §.60
It vas used for house repair/saintenance VX b 6.12 T 1.8 14 1,62
Used as payment for educational expenses R W X T .U b 1.62 1 .62
Able to help in their hospitalization expenses - - & 812 - - § 1.98
Able to pay other existing loams | A O X RS S 0 Y A R Y | T T N
Able to purchase fare equipments & machineries - - 1 .M K 0.81 5 1.65
Bepair of passenger's jeepoey - - 1 LM - - 2 0.65
It was used for farm maintemance/expenses - - - - 1wt 0.13

fn:reaswelf



Appendix Table 10. Beasons why loan did not help increase respondent's income/welfare, by source of

credit all provisces, 1992.

Reasons

Source of Credit

CEB 1 cagp kil
fo. M. Y To. i Jo. §
{§=9) {§=11) {R=18) [N=67)
Bxperienced long dry season 1 11.11 § 40.91 10 77.78 211 3.3

Loan was used for other purpose

{e.q. house repair) 1 1.2 8 1.1 T 8.3 11 1842
Iasufficient amount of loan 1 .1 1 4.3 1Ly § 11.94
Low production/lov incoae 1 1.1 1 445 b T 10.45
100% for agricultural use - - 7R 4 a6 8.9
Decline in the market price of sugar - - 14,95 ER P X ¢ e
Delayed application of fertilizers - - 1 308 1 5.5 R
Crops are still young/newly planted “ - - “ 1 558 7 2.9
Aninals died due to disease - - - - 1 5.5 1019
Non-irrigated farms - - IR L 1 .18 1 2.9
Bulk of the loan was paid for old account 1o - - - -1 1
Fara income 15 just equal to expemses - - - - 1 1.1 1Ly
Because of natural calamities: 1 1Ll - - - - 1 1.4
Total sale of anizals declined - - - - I .78 1 1.4

fn:didwelf



Appendir Table 11, Prequency of loan repayment by borrower-respondents by source of credit,

1992,
Source of Credit
Province/frequency
CkB BB coop All
fo. i Ho. { Fo. § fo. i
Fegros Gccidental - (K=10) {¥=20) (¥=80) (§=110)
Bvery 6 months 1 10.00 10 50.00 1 1.25 17 1.9
Every after harvest 7 70.00 8§ 40.09 15 9375 90 81.82
Every year - - 1 5.00 ] 3.7% { 1.84
Every month - - - - 1 1.2% 1 8.91
Bvery quarter 7 20.00 1 5.00 - - ] .Nn
Others - - - - - - - -
Bokol (K=10)  (8:20) (§:30) (K=60)

Bvery § mouths 720000 % 2500 0 1 MW .0 8B
Rvery after harvest - - 8§ 25.00 § .00 11 181
Every year § 80.00 10 50.00 - - 1§ 30.00
Bvery month - - l £.87 1 RIRK]
Every quarter - - - - - - -

Others - - - - - - - -

Cebu {K=20) {R=20) [§=140)
Every § months - - - - 5 25.00 5 12.50
Every after barvest - - -

Bvery year - - 14 70,00 15 75.00 1250
Every month - - £ 70.00 - - 4§ 10.00
Every quarter - - 7 10.00 - - - -
. Others - - - - - - - -
. Begros Oriental _ : (R=20} - ~ (§=20) (X=40)
Every 6 months - - - - 710,00 2 5.00
Every after harvest - - 14 70,00 10 50.00 4 40,00
Every year - - 25,00 0 8 40.00 133250
Every mouth - - i 5.00 - - i 1.50
Every quarter - - - - - - - -
Others - - - - - - - -
Ioilo (R=10) {§=20} (K=40) (§=10}

Every 6 moaths 5 50.00 17 85.00 16 40,00 KL B T
Every after harvest {40.00 7 10.00 55,00 ¥ 40.00
Every year - { 5.00 - -

Bvery month i

Every quarter -

~ Others - - - - - - -



Aklan (§=10) (§=20) (§=20) (B=50)

Every 6 months - 101500 5 125.00 § 16.00
Bvery after harvest - - - - 15 75.00 15 30.00
Every year 5 50.00 13 65.00 - - 18 36,00
Every moath 5 50,00 1 10.00 - - T 14.00
Bvery quartetr - - - - - - - -
Others - - 1 { - - 1 .00

fn:f;eqcoli



Appendix Table 12. Average repayment rate of borrower-respondents by

: source of credit and by type of loan, Negros Occidental,
1992, (percent).

Source of Credit

Type of Loan

CRB RB COoP Non-LBP All

Conduits

Crop production 23 29 38 57 37
Livestock production - - - 0 _ 0
Commercial/business - - - 20 20
Emergency/medical - - - 8 8
Educational needs - - - 0 0

All : 23 29 38 49 37

fn:repratel



Appendix Table 13. Average repayment rate of borrower-respondents
by source of credit and by type of loan, Aklanm,

1992, (percent).

Source of Credit

Type of Loan

CRB RB COOP Non~LBP All

Conduits

Crop production 19 34 7 - 24
Livestock production 16 27 0 - 21
Commercial/business - 42 - - 42
House repair/maintenance - - - 60 60
Others 20 - - - 20
All 20 37 7 60 30

fn: reprated




Apperdix Table 14. Average repayment rate of borrower-respondents
by source of credit and by type of loan, Bohol,
1992, (percent).

Source of Credit

Type of Loan
CRB RB 60.0) Non-LBP All
Conduits
Crop production 41 33 54 - 38
Livestock production 19 32 99 - 38
Commercial/business - - 79 100 82
All 30 33 63 100 38

fn:reprate2



Appendix Table 15. Average repayment rate of borrower-respondents

by source of credit and by type of loan, Iloilo,

1992, (percent).

Source of Credit

Type of Loan

CRB RB COQP Non-LBP All

Conduits

Crop production 83 39 49 73 48
Livestock production ~ -~ 56 100 59
Educational needs - - "0 0
House repair/maintenance - - - 31 31
Others - - - 20 20
All 83 29 49 587 48

fn:reprated



Appendix Table 16. Average repayment rate of borrower-respondents
by source of credit and by type
1992, (percent).

of loan, Cehu,

Source of Credit

Type of Loan
RB coop Non-LBP All
Conduits
Crop production 48 74 - 49
Livestock production 21 57 - 55
Others 21 - - 21
All 46 59 - 51

fn:repratedb



Annex Table 17. Average repayment rate of borrower-respondents by source of

credit and by type of loan,

Negros Oriental,1992 (percent).

Source of Credit

Type of Loan
RB COOP Non-LBP All
Conduits
Crop pfo&uc:tion 27 23 - 26
Livestock production - 27 - 27
All 27 24 - 26

fn:reprateb



Appendix Tablé 18. Number of borrower-respondents who are always able to pay

their loan,

by province and by source of credit, 1992.

Always Not Always All

Province/

Source of Credit

No. % No. % No. $

Negros Occidental

CRB 4 40.00 6 60.00 10 100.00

RB 14 70.00 6 30,00 20 100.00

COOP 56 70.00 24 30.00 80 100.00

All 74 67.27 36 32.73 110 100.00
Bohol

CRB 5 50.00 5 50.00 10 100.00

RB 11 55.00 9 45.00 20 100.00

COOP 24 80.00 6 20.00 30 100.00

All 40 66.67 20 33.33 60 100.00
Cebu

CRB — — — — — . -

RB 20 100.00 - - 20 100.00

COOP 20 100.00 - - 20 100.00

All 40 100.00 - - 40 100.00
Negros Oriental

CRB - - - _ - -

RB 20 100.00 - - 20 100.00

coop 10 50.00 10 50.00 20 100.00

ALl 30  75.00 10 25.00 40 100.00 .
Tloilo

CRB 6 60.00 4 40,00 10 100.00

RB 18 90.00 2 10.00 20 100.00

coop 28 170.00 12 30.00 40 100.00

ALl 52 74.29 18 25.711 70  100.00
Aklan

CRB 10 100.00 - - 10 100.00

RB 17 85.00 3 15.00 20 100.00

CooP 18 90.00 2 10.00 20 100.00

All 45 90.00 5 10.00 50 100.00
All Provinces

CRB 25 62.50 15 37.50 40 100.00

RB 100 83.33 20  16.67 120 100.00

COOP 156 74.29 54 25.71 210 100.00

All 281 75.95 89 24.050 370 00

100.

fn:ablepay



Appendix Table 19, Sources of primary income of borrower-respondents by source of credit and.
by province, 1992.

Source of Credit

Province/
Source of CRB BB coop Atl
Income

Yo. i fo. i fo. § fo. §

Yeqros Occidental

Farm § 90.00 18 80.00 11 88,75 98 89.09
0ft-fars - - - - 1 1.29 1 0.91
Fon-fara 1 10,80 2 10,00 § 10,00 11 10.00
all 1o 100.00 20 100.09 80 100.00 110 100.00
Bohol
Farm 5 50.00 13 65,00 0 800 17 10.00
0ff-fare - - - - - - - -
Fon-fara 5 50,00 T 35,00 620,00 18 30.00
All 10 100.00 0 100,00 - 30 100.00 80 100.00
Cebu :
Pare - - & 30.00 115,00 11 32.50
0ff-farm - - - - 1 10,00 1 5.00
Hon-farm - - W 170,00 11 35,00 15 6250
ALl - - 0 100.00 20 100.00 {0 100.00
Fegros Oriental A
Para - - 18 80.00 18 90.40 W 85.00
0ff-fare - - - - - - - -
Kon-farm - - { 20,00 ) 10.400 1 15.00
All - - 0 100.60 20 100.00 40 100.00
Iloilo SR : .
Para it 100,00 16 80.0¢ 8 95.00 B4 91.43
0ff-fara - - - - - - - .-
Ron-fara - - & 20.00 2 500 § §.51
All 10 100.00 20 108,90 £ 100.00 70 100.90
Aklan :
Fara § 50,00 10 50.00 17 85.00 I 64,00
Off-fars - - 5.00 - - 1 .90
Fon-fara : § 5000 §  45.00 315.00 17 3400
All 10 100.00 20 100,00 10 100.00 30 100,09

- fa:prisinc?



Appendix Table 20. Primary occupation of borrower-respondents by soutce of credit, 1992,

Source of Credit

Primary Occupation CR8 B8 Coop All
¥o. § Ko. % Ro. $ Ra. %

{¥=40) {§=120) {§=210) |¥=170)
Pareer 8 70.00 7% §5.8) 1% 8.3 182 16.21
Businessman § 1.5 1 5.81 i 1.90 16 .32
Gov't employee 1 1.50 10 8.3 5 2.18 16 4,32
Dressmaker/tailor 1 2.50 1. 0.8 1 0.48 3 §.81
Storeowner - - i 1.50 7 0.95 § 1.3%
Pensioner/retired gov't employee 1.9 § I L4 g 2.43
Teacher 1 .50 § 5.00 ] 1.43 19 2.70
Rired farm laborer/helper - - 1 0.83 ] 1.4} § 1.08
Others? 3 1.50 8 §.81 14 §.67 15 §.76
Total 40 100,00 170 100.00 210 108.00 310 100.00

A

t Includes Day care worker, Laborer, Carpenter, Pisheraen, Pastor, Secufity guards, wWelder,
Rice mill operator, Orchids culture, Private employee, Enginmeer, Church pianist, Blectrician,
Jeepuey operator, Janitor, Postmaster, Bookseper, Coop eaployee, Sales representative.

fn:prioccup



Appendix Table 21. Sources of secondary income of borrower-respondents by source of crédit and
by province, 1992,

Source of Credit

Province/

Source of (a8 k8 coop All

Income

No. % Ko. [ Ko. [ fo. §

Fegros ‘Occidental

Fara 3 60.900 1 18,18 10 1.3 15 27.08

0ff-fara - - 4548 13 25.00 18 6.4

Fon-fara 17 40.00 { 36.36 ¥ un 5 5.4

AlL 5 100.00 1L 100,00 52 100.00 88  100.00
Bohol .

Fara 1 3.50 T .87 Io15.m 13 29.5%

off-fara - - L 26.67 2 10.%0 g 1384

Fon-fara 5 62.50 i %.87 15 75,00 Ho 54,95

All g 100,00 15 10000 20 100.00 i3 9.n
Cebu

Fare - - 17 80.00 13 65,00 5 1143

0ff-fars - - 1 6,67 1 500 . 2 8

Non-fara - - 2 13.93 § 30,00 8§ 22.8%

All - - 15  100.00 0 100.00 35 100.00
Regros Orienmtal

fare - - { 26.67 1 18,87 1 .67

0ff-fara - - o000 - - i 10.00

Hon-farm - - 8§ 510 8§ 5.3 1% 53.13

All - - 15 100.00 15 100.00 30 100.00
Iloilo

farg 1 8.9 LN § 1.1 15 8.6

0ff-fara - - - - 7 10.53 1 5.3

on-fara § N4 9 69,21 8 4. 564

All 7 100.00 11 100.00 1§ 100.00 39 100.00
Aklan

Fare 833 10 76,92 § 1.4 52,50

0ff-fara - - - - 1 7.8¢ 1 31.13

on-fara 1 16.67 1 23.08 1 5385 11 3438

All 6 100,00 11 100.00 13 100.00 37 100.00
ALl Province

Fare 13 50.00 39 47,56 17 1.8 99 4p.08

0ff-fara - - 13 15,85 19 13,87 37 12,96

fon-~farm 11 50.00 3659 13 8.9 118 46.96

All 26 100.00 81 100.00 139 100.00 247 100.00




Appendix Table 22, Qualifications of borrowers by source of credit, Hegros Qccidental, 1991.

Source of Credit

Qualifications a8 4] coop All

Xa. % fo. { ¥o. § Jo. 1]
{K=10} (¥=20) [§=88) (§=110)

Samahang Kagon/coop member 10 100.00
W/ collateral [i.e., land) 10 100.00 1
W/ relatives/friends working in the bank - -
Hust be a farmer ' - -
¥/ good track record I 30.00 1
W/ share of stocks - -
Attended pre-membership seminar - -
ABB beneficiary . - -
Resident of the barangay £ 40,00
Good citizen/vith good moral character - -
W/ position in the coop/bank - -
Must be a depositor - -

¥ £65.00 15 91.7% 94 83.45
1 60.00 T 46,23 54 53,84
& 30.00 - - § §.45
315,00 12 15.00 13 13.64
0 S0.00 14 30,00 k)] 33,84
1500 1 1.2% 1 1.8
1 5.00 IOIn 4 3.64
- - 2 1 1 24.5¢
1 10,00 17 21.2% 13 20.%1
1 10.00 1 1.5 N T
- 0.00 1 2.50 1 1.8
1500 - - 1 0.9:

fn:quaborl



Appendiz Table 23. Qualifications of horrowers by source of credit, Cebu, 1992,

Source of Credit

Qualifications a8 ) coop All
fo. Fo. § Ko, t  Fo. §
(§=20) (§=20) [N=40
Samahang Nayon/coop member - { 20,00 11 85.00 15 37.%0
¥/ collateral (i.e., land) - 20 100,00 T 3800 27 67.50
W/ relatives/friends working in the bank - 5 15,00 - - 5 12.50
Hust be a farmer - - - 1 15.00 1 1.5
¥/ good track of record - 11 65,00 17 6000 25 62.50
W/ regular source of inmcose - y o 25.00 1 5.00 8 15.00
Attended pre-membersbip seminar - - - 1 5.00 1 1.5
Besident of the barangay - ¢ 20,00 - 0.00 410,00
Good citizen/vith good moral character - & 30,00 10 50.00 16 40.00
Bas a position in the coop/bank - - - 115,00 I 1.5
Koown in the commumity - 1 2.50 - - 1 2.5

fn:quabor3



Appendix Table 2. Qualifications of borrowers by source of credit, Negros Oriental, 1992.

Source of Credit

Qualifications BB 8 coop All
Yo, 3 Yo. § Fo. i Ro. §
{§=20) (¥=10) (H=40)

Sapahang Kayon/coop member - - § 30.00 16 80.00 17 55.00
W/ collateral (i.e., land) - - 17 80.00 - - 12 30.00
W/ good track record - - 11 §5.00 11500 14 35,00
¥/ share of stocks - - - - 13 §5.00 13 371.56
Attended pre-membership seminar - - - - 17 60.00 17 30.00
Parents are Rural Bank bhorrowers - - 1 5.00 - - 1 2.5
Co-maker is an employee of the coop - - - - { 20,00 410,00
Resident of the barangay - - - - 12 30.00 12 30.00

fn:quabord



Appendix Table 25. Qualifications of borrowers by source of credit, Iloile, 1992.

Qualifications

Source of Credit

CRB

4] {ooep All
fo. § Ko. § fo. } Fo. %
(R=10) (K=20) {Nz40) (§=79)

Samabang Rayon/coop member 90.00 5 25.00 3% 87.50 89 70,00
W/ collateral (i.e., land) - - 19 95,90 1,50 17 1.4
¥/ relatives/friends working iz the bank - - 8 40,00 - - § 11,43
Hust be a farmer 1 10.00 - - 1 1.8 ¢
¥/ good track record 136,00 § 45,00 14 35.00 3714
W/ share of stocks 110,00 - - 13 32,50 14 20.00
W/ reqular source of income - - 1 15.00 - - 1 4.9
Attended pre-membership seminar 110,00 - - 18 {0 N
Kember w/o outstanding lean 1 16.00 - - L10.60 5 T.14
Resident of the barangay - - - - 15,00 1 1.8
Good citizen/with good moral character - - 5.00 1 1.5 7 1.8
Has a position in the coop/bank - - - - 10,00 ¢ N

fa:quaborh



Appendix Zable 26. Qualifications of borrowers by source of credit, Aklam, 1932

Source of Credit

Qualifications cas 3 Co0p All
fo. § Yo, i k. { Yo. §
(K=10) (¥=20) {¥=20) (K=50)

Sanabang Bayon/coop membet 5 50.00 11 5500 11 §5.00 11 54,00
W/ collateral (i.e., land) 9 90.00 70,00 - - 11 46.00
W/ relatives/frieads workiag in the bank - - 315.00 - - 1T §.00
¥/ good track record & 60.00 & 30.00 18 90.00 10 60.00
¥/ regular source of incose 1 10.00 - - - . 1 2.00
Good citizen/vith good moral character - - - - 1 5.00 1 1,00
Faraland is ready for planting - - - - 8 40.00. § .16.00

fn:quabor




Appendiz able 27. Qualifications of borrowers by source of credit, Bobol, 1992.

Source of Credit

Qualifications (IR 4 Coop kil
Ro. § fe. § Ho. i Xo. i

{R=10] {K=20) {H=30) {¥=60)
Samahang Fayon/ceop member § 80,00 11 55.00 7 90.00 48 76.67
W/ collateral {i.e., land) b 60,00 9 45.00 1 1.4 16 26,87
W/ qood track record - - 115,00 5,00 § 10.00
W/ share of stocks 110,00 - - 1 1.7 2 1.1
¥/ reqular source of income i o30.00 - - - - 1 5.00
Nember v/o oustanding loan - - - - 1 187 1 1,87
Has a position in the coop/bank - - - - A K 2 3.33
Nust be a depositor - - 11590 - - - ] 5,00

fn:quabor



Appendix Table 28. Reasons why CI-respondents have mo full-time credit iavestigator by credit
institution, 1992.

________________________________

A ik 7 o e e . e e T g e o o e P e R o

Reasons CRB B coop ALL
Ko § Ro § Yo i Ko %
(§=2) {§=1) (§=11) (¥=14)
Loan afficer does the credit
investigation 1 50,00 1 100,00 - - 1 182
Credit committee function is to :
conduct credit investigation 150,00 - - § 81.82 10 71431
Fo budget for the salary of
credit investigator - - - - 7 18.18 1 1.2
Total 7 100.00 1 100.00 11 109.00 14 100.00

e o 8 S o P A8 = o mh P o o R e ok el kd R A D T e kY ol T e o A0 e o e
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Appendix Table 29. Number of borrower-respondents who underwent credit
investigation by province and by source of credit, 1992.

With Credit Without Credit All
Province/ Investigation Investigation
Source of Credit
No. % No. % No. %

Negros Occidental

CRB 9 90.00 1 10.00 10 100.00

RB 17 85.00 3 15.00 20 100.00

COOP 69 86.25 11 13.75 80 100.00

All . 95 86.36 15 13.64 110 100.00
Bohol

CRB 9 90.00 1 10.00 10 100.00

RB 16 80.00 4 20.00 20 100.00

Coop 26 86.67 4 13.33 30 100.00

All , 51 85.00 9  15.00 60  100.00
Cebu '

CRB - - - - — -

RB 19 95.00 1 5.00 20 100.00

COOP 20  100.00 - - 20 100.00

All 39 97.50 1 2.50 40 100.00
Negros Oriental ‘ ,

CRB — — — — fa— —

RB 14 70.00 6 30.00 20 100.00

COOP 15 75.00 5 25.00 - 20 100.00

All 29 72.50 11 27.50 40 100.00
Iloilo

CRB ' 8 80.00 2 20.00 10 100.00

RB ' : 18 90.00 .2 10.00 20 100.00

COOP ' 25 62.50 15 37.50 .40 100.00 -

All 51 72.86 19 27.14 70 100.00°
Aklan

CRB 9 90.00 1 10.00 10 100.00

RB 15 75.00 5 25.00 20 100.00

coop 18 90.00 2 10.00 20 100.00

All 42 84.00 8 16.00 50 100.00 .
All Provinces

CRB 35 87.50 5 12.50 40 100.00

RB 99 82.50 21 17.50 120 100.00

COOP 173 82.38 37 17.62 210 100.00

All 307 82.97 63 17.03 370 100.00

fn:umwent




Appendix Table 30. Beasons why 63 borrower-respondents did mot undergo credit investigation by source of
credit, all provinces, 1997, :

Source of Credit

Reasans c8 1 coor ALl

Ko. % ¥o. § Yo. 3 lo. §

(§=5) {§=11) (§=37) (R=63)
¥ith good track record 1 20.00 §  28.57 1% .U 336,51
Enows borrower personally 3 80.00 § 28.97 11 384 17 1.92
Loan vas certified by DA technician since

area is critical/RPA infested - - 11 1 .10 {61

Borrover has collateral - - Wy - - 1 476
Has attended seminar - - - - 1 8.1 1478
Rave relative vorking in coop/bank - - 1 9.52 - - 7. 17
Coop asmber Co- - - - L1 I L%
Loan vas guaranteed by coop/SK chairman 120,00 - - - - 1 1.5
Loan amount is small - - - - 1 LN 1 1.5
o response - - 1 478 1 5.4 140

fn:reashl



Appendiz Table 31, Definition of delinquent borrovers by credit institution, 1992.

...................................................
__________

Definition CRB 1§ coop ALL

------------------------------------------
----------

T P ok P b R A R T ke e e o T A O ke b

fon-payment for 2 comsecutive
harvest w/out valid reason - - - - L1808 TR

.....

Failtre to pay on maturity date

¥fout valid reason 17500 TR B0 % LG
One month delayed in paymant - - IR - - 1 i
Pifteen days delayed in payaent - - IO IK U LTE 1 541

Fon-payreat within two months

after maturity ‘ - - - - {476 I 2.1
No attempt to notify institution
re: failure to pay o « - 1 8.5 1 & 1 541

Failure to pay one year

after maturity date - - - - S roonn
Failure to pay within 3 eonths
atter maturity 1 25,00 - - - - 1 1.7

_____________________________________________________________________________
__________________

t Total more than 100% due to mulfiple response,

fn:deligbor



Appendix Table 32. Number of institution that impose and do not impose

stringent terms to delinguent borrowers by credit
institution, 1992.

Inpose _ Do Not Impose . All

Credit Institution
No. 3 No. % No. %
Cooperative Rural
Bank 2 100.00 * - 2 100.00
Rural Bank 5 71.43 2 28.57 7 100.00
Cooperative 2 100.00 - - 2 100.00
All 9 81.82 2 18.18 11 100.00

fn:impstrin



Appendix Table 33. Terms/conditions imposed on delinqueat borrowers by credit imstitution,
1492. '

Yeras/Conditions CRE 18 coap ALL
ooV Kkt . % k.
(¥=2) (8=3) {§=2) (§=9)
Nore collateral - - 120,00 - - 111
Yonitor borrower's project - - 120,00 - - 11
Inpose fines/penalty - - 1 40.00 - - 1 nn
proof of crop failure - - 140,00 - - 1 12.11
Additional interest on capital - - 1 20.00 150,00 Yy
Pay loan balamce 15000 1 20.00 1 50.00 I an
Reduced loan asount - 1 20.00 .. 1.1
Fo response 1 50.00 1 40.00 - - 1 3.9

kW e D e e o D i T R e R o o e A S R PR T T e e e o ko B
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Appendix Table 34. Irainors of trainming conducted by CI-respondents, by type of training, 1992

----------------------------------------------------

ke R e

________________

Type of training / Prainors CRB BB coop ALL

Ro % No H fo i Ko §

Napagement Training/Seminar {n=1) {n=1) (n=4) (n=7)
Coop/RB officials - . 1 50.00 - - 11429
DA - - - - 1 25.00 P
COA/BCOD - - - - 1 15.00 Y S0 L ]
CPU-Ratin-aran Center - - - - 1 5.1 114,28
LEP 1 100.00 1 50.00 1 25.00 34286
fechnological Transfer (n=4) - {0=7) (p=11]
PCIC Coordinator - - AW 1 8.0
Coop/EB officials - - - - I R}
D& - - - - 1. 18.5 P18
post - - - - 1 1N 1 4.0
Jardine Acore oo - - - 1 L% 1 9.09
NFA - - - - 1 I 6.0
DAR ' - - - - 1 14y 1 4.0
L3p - - 7500 - - o
cye - - 7 80.00 - - 7 18.18
Fo response - - 1 25.00 - - JO N1}

Aecount Officers Training (n=1) (n=4) {n=9)
Coop/RR officials 1 109,00 - - 1 25.00 2 40.00
DAR - - - - 125,00 1 20.00
LBF - - - - 1 50.00 1 40.00
PRSP - - - - 1 25.00 1 .120.00

Credit and collection {a=1) (=) (2=2)
Coop/RB officials 1 100.90 I 100.60 - - 1 100.00
Pre-membership Bducation Seminar(PMES)  (n=2) _ . (n=15) - (2=17}
PCIC officials ‘ . - - - - 1 6.47 1 887
Coop/RB officials 1 50.00 - - 5 3L% 8 40.00
DA - - - - 5 31.83 N
CDA/BCOP - - - - 1 20.00 1 720.00
CPU Katin-aran Center - - - - 1 6.87 1§87
LBP - - - - 1 6.67 1 §.87
SIFI - - - - 1 6.87 1 6,67
PRSP - - - - 1 5.87 1 8.67
sWce ~ - - - 1 6.87 1 6.6]
Yo response 1 50,00 - - - - 1 §.67



teadership fraining (CDA) (n=1} [2=1) (8=3)

CDA/BCOP 1 100.00 - - 1 50.00 7 £6.61
KRDF - - - - 1 50,00 1 un
CPJ Katin-aran Center - - - - 1 50,00 1 3.3
LkB 1 100.00 - - - - 1 1.1
Value ephancement {n=1) (n=1) (n=1) (p=3)
DA - - - - 1 100.00 1 31313
CP0 Katin-aran Center - - - - 1 100.00 119
LRB o1 100,00 - - - - ISR REE
DAR - - 1 100.00 - - 1 1.1
Rapid Appraisal Management (n=1) (1=1)
Coop/RB official 1 100.00 - - - - 1 100,00
ALL : (n=3) (=7} (n=18) (n=28)

PCIC coordinators - - 1 1y b 8.5 1 U
Coop/RB officials 1 100.20 3 42.86 f 3313 17 42.86
DA - - - - 9 50,00 § 1.4
CDA/BCOP 1 3131 - - 3y 11.18 .4l
CPU Katin-aran Center . - - - § 1111 RN WL
L8P 1 313 Lo87.u Y YR
post - - - - ! §.54 1 L9
DAR . ' - - 1 1428 YRR oun
J12% - - - - I 3% 1 3.9
CRP ' - - 1 28.%7 - - 1 T
Jardine Acore - - - - 1 5.5 11§
138 1 86,81 - - - - 1 1.1
PRSP - - - - 71 1 LU
SIFI - - - - 1 5.96 1 3.9
SYCF - - - - 1 5.56 1 1.87
REDF - - - - 1 5.56 1 1.97
No response 1 313 I 1Ly - - 7 T

fn:trainor



Appendix Table 35.

Distribution of credit institution that
provide other assistance, 1992.

Provides Do Not
Credit Other Provide All
Institution Assistance Other
~ Assistance
No. % No. % No. %
Cooperative Rural 3 75.00 1 25.00 4 100.00
Bank
Fural Bank 1 8.33 11 91.67 12 100.00
Cooperative 6 28.57 15  71.43 21 100.00
All 10 27.03 27 72.97 37

100.00

fn:provass



Appendix Table 35a. Number of CI-respondents with and without problems in
complying with LBP's requirements, 1992. '

With problems Without problems A1l
Credit Institution

No. % No. % No. %
Cooperative
Rural Bank 2 50.00 2 50.00 4 100.00
Rural Bank i 8.33 10 83.33 12 100.00
Cooperative 3 14.29 18 85.71 21 100.00

All 6 16.22 30 81.08 37 100.00

fn:woprob



Appendiz Table 36. Problems encountered by Cl-respondents in complying with LBP's requirement, 1392.

----------- Credit Institution
Problens CRB ER cqop All
o § o % Yo § fo §

(8=} (K=1}) [§=3) (¥=6)
Inconsistency w/ previous resolution - - - - 1 331 1 16.67
Took ope month to complete requirement 1 50.00 - - 1 1.1 11
Properties mot insured 1 50.00 - - 1 3133 1 un
Fo response - - 1 100.02 - - 1 16.67
-,\ﬁ ) 7 113 1 1s.9] 356,00 § 100.00

__________________________________________________________________________________________________

fn:problip



Appendix Table 37. Number of CI-respondents with and without adequate LEP

loans, 1992.
With adequateWithout adequ No response . All
Credit Institution loans loans
No. % No % No % No %

Cooperative Rural

Bank 2 50.00 2 50.00 - - 4 100.00
Rural Bank 6 50.00 4 33,33 2 16.67 12 100.00
Cooperative 17 80.95 4 19.05 - - 21 100.00
All 25 €7.57 10 27.03 2  5.41 37 100.00

fn:numlbp



Appendix Table 38. Humber of years CI-respondents are affiliated with other orgamization by name of
organization, 1392.

Credit Iostitution
Jame of Orgamization/ ~—  mmomommssmssssmsmsssesocooomsceeces ---
Tear of c88 28 coop ALl
Affiliation  mmooTSrovTTTT o Smesssssoonmm mmmmmmmemmees o TmUemmmmEeeT

PACHORI (Pederation of Agr. Coop. in Hegros Orieatal Inc.) - - 1 1.1 1 435
legs than a year - - - - 1 100.00 1 100.00
1 - 5 years - - - - . - -
6 - 10 years - - - - . . _
pore than 10 years - - - - - . )

Victo
less than a year - - - . 1
1 -5 years - - - - -
§ - 10 years - - - - 1
pore than 10 years - - . . _

Tloilo Poundation of Rural Bankers 12500 1 10.00 7 8.70
less than a year - - - -
1 - 9§ years - - - - - -
§ - 10 years - - ' -
more tham 10 years 1 100.00 1 100.00 - - 7 100.00

Rural Bankers Asso. of the Phils. L4p.00 i 1.0
less than a year - - - - - -
1 - § yeats - - - - - -
§ - 10 years - - - - .
pore than 10 years - - 1 11U - - 175.00
No response - - 1 1.3 1 75.00

Provincial Coop. Union : 1
less than a year : ' -
1 - § years 1
§ - 10 years -
gore than 10 years - - - - .

—
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- ]
—
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L
1
t
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—
=
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- 3
=
L1

Kurcia Federation Coop.

1 nn
less tham a year - - - - -
1

1 -9 years - - - - 100-.00

§ - 10 years - - - -
pore than 10 years - - - - .

[T B ol



CARON (Coop. Bural Bamk of Occidental Regros)

less than a year

1 - § years

h - 10 years

lore than 10 years

. Occ. Ped. of Rural Bank
less than a year

1 -5 years

6 - 10 years

pore than 10 years

PRSP (Phil. Business for Social Progress)

less than a year

1 -5 years

b - 10 years

nore than 10 years

Cebu Pederation of Rural Bank
less than a year
1 -9 years
§ - 10 years
. more than 10 years

Forth Cebu Coop. Leader Assoc.
less than a year
1 -§ years
§ - 10 years
more than 10 gears

pCIC
less than a year
1 - 5§ years
§ - 10 years
more than 10 years

Aklan Federation of Eural Bamk

less than a year

1 - % years

§ - 10 years

more than 10 years

BARGEQOP
less than a year
1 - 9§ years
§ - 10 years
pore than 10 years

Bohol Federation of Coop.
less than a year
1 -5 years
§ - 10 years
pare than 10 years

25.00

160.00

10.00

100.00

 — 1

11.11

100.00

11,11

100.00

11

100,09

1 = 1

T B

4,35

100.00

100.00

100.00

100,00
£.3%
160,00

4.3%

100.99

100.00

8.70

100.00

.35

106,06



Rural Bank Asso. of Reg. Occ. 1 10,00 143
less than a year - - - - - - - .

1 -3 years - - - - - -
§ - 10 years - - - - - - - -
more than 10 years - - - 1 100.00 - - 1 100,00
Federation of Coop/Rural Bank 1 75.00 1 1 1 8.10
less than a year - - . - . - - .
1 -5 years - - - - 1 193.00 1 50.00
b - 10 years 1 100.00 - - - - 50,00
more tham 10 years - - - - - - . )
Coop. Union of the Phils, I 1L 1 4.3
less than a year - - - - - . S
1 -5 years - - - - 1 100.00 1 100.90
§ - 10 years - - - - - . s
more than 10 years - - - - . - - _
ALL ORGANIZATIONS
less than a year ,
1 -5 years 1 25.00 1 10.00 9 100.00 11 47.83
6 - 10 years 1 30,00 S - - 18
more than 10 years 1 25.00 § 80.00 - - § 39.13
Ko response - - 1 10.00 - - : 1 435
ALL 4 100.00 10 100.00 § 100.00 11 100,00

o e e e Y o e o ke A 0 D D 0 o e i o ke e o e o
el L T T T VT PV ——

fpiprsatfi





