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,_ Abstract

We model the lending behavior of rural traders in a linked
credit-output transaction. The likelihood of credit
involvement with a trader rises with farm area, with the
combination of enforceability of repayment and demarnd
elasticity and with the likelihood of procurement of
marketable surplus by the trader. Loans granted to farmers
rise with farm area and the presence of output tying. Data
from the Philippines support these claims.



Introduction

The linked contract literature has focused largely on the complex
relationship between landlord and tenant eocompassing the credit, factor,
comsumption goods and output markets (e.g., Bardhan, 1380; Breverman and
Stiglitz, 1987; Kotwal, 1885: PBinswanger and Rosenzweig,. 1931; and Otsuks
and Hayami, 1988, for an sxcellent zurveyl) to The relative neglect of other
rural piavers. Bell (1988) has argued for ithe need to enguire inoto the
relationship between farmers and theirr other credit sources, most notably,
traders which he considers "probably more prevalent and important in
practice.” Even more interesting, Bell observes, is thisz relatiomship's
tendency to grow with commercialization while others fade away. The
importance  of trader—lender <redit as a rural economy becomes more
commercial ized has been documented in several researches [See for example
TBAC (1881}, Floro {1987) and Gerom {(1988)]. More recently Esguerra and
Meyer (1382}, focuszing on informal credit arrangements in & rice—growing
province im Central Lozon, Philippines, traced the widespread wusze of
prodoct-credit interiinkages to the adeption of the high—wislding rice
technology in rice—growing areas. Fabella (1959) hes shown, among others,
that the loan repavment inkind arrangement between traders and farmers i=
Pareto superior to straight cash—for—cash arrangement when ﬂ;.'l‘t.pl.:lt price is

uncertain and farmers are risk—-averse.

This paper models the trader's lending behavior in a linked contract
framewcrk and presents evidence on the role of merketable surplius, repayment
eaforceability and the linked nature of the contract. This may then help

explain why the trader's role expands in the process of commercialization.




In IT. we present the mode! and derive the hypotheses and in TIL we test

these and other related hypotheses.

Z. The Model

We ftart with rural traders whe also serve as sources of rural credit.
While the credit extended insures that a marketable surplus is produced, 1t
also gives the trader a first erack at turning this surplus into trading
profit. Following Fabells (op.cit.}, at planting time, the farmer procures
credit B {in cash or kind} from a trader—lender payable in units of produce
at harvest time, the number of units, g, being zgreed upon &t the time the
loan was secured. Let g = [{1+r')/P']B where r' is the interest rate
charged en B and P° is the purchase price per enit of produce. After
repayment, the farmer is left with (F=q), where F is the farmer's total
output, which he sells at prevailing post-harvest farmgate price to the =ames
trader as part of the centract. The total output is F{B;A)}) where A is the
land area cultivated by the farmer assumed fixed. Clearly, [{14r*}/P'] = R
iz the effective price of the credit. Assuming F{B:A) to be nondecreasing
concave in B, the risk—neutral farmer maximizes expected profit ;f defined
as

¥r = P{F(B;A) - RB} {1}

where P is the expected post—harvest farmgaie arice. Maximizing {1} with
respect to B gives the loan demand function B*{R}. The case of the risk—
averse farmer only strengthens the likelinood of this linkage (Fabella,
op.cit.). The paymeni—ia-i.oc sobs as gl Looorohes for the farmer and

the linkage acts like a fotures market arrangement.



At harvest time, the trader—lender has access to two types of the same
produce: g, the repayment in wnits of prodoce and ({F(B*: A} - q], the
residual omtput which the trader—-lender by contract purchases at current
farmgate price. Let B ba the probability that the farmer fulfills his end
of the bargain. This is pever & cerisioty despite a screening process later
discossed. HNompayment 1% zlways 2 possibility and, for the trader—lender,
this is & crucial comsideration. Let O be the sxpected market price at
harvest fime and c be the per wnit distribution cost. For providing the
farser B*, Gthe trader now has to pay hiz financier {which could be himself)
E*{1+r) whare r is the rural market interest rate on loans to which fraders

hove access.
The expected profit of the risk—-neotral trader—iender is then

T = {Q-c)Bqg — B*{1+r} + (O-P-c)B(F(B*.A) - qQ) (2)

which simplifies into
¥ = BnF + PRE*] — B*(i+r) {3)

where m = [(Q-P-c) which is assumed nonnegative. MNote that B* is the farmer

lean demand function And is a decreasing functiom of R. In thiz modal, r'

and P' are perfect substitutes as instruments of profit meximizaetion
o

(Fabella, op. cit.) and we only focus om r' given F'. The 1* condition for

expected profit maxinom is
{BImE" + PR] — (I+r}} B*'/P" + BPB*P"' = O (4]

where F' = gF(E*:A)}/AB* and B*" = ogB*/3R._




‘B. Loan Levels Phase

.~ °  From (4), we can solve for (dr'/dR) and {dr'fdp).  Totally

iating (4) gives :

_ Mdr' = RdA + OB (5)
where
¥ = [HBT/(P')2) + [BeF" B + 28P] [B*'/(P')2],
N = (-B*'/P')Bm(dF'/dA),

0= -{Eﬂjﬂ [I'EI + PR]1 + FE.}E-".P‘F*R

where €gp = B*'R/B* and

H= {BF' +PR] —(1+r)} > 0 from {4).

:;If F" <0, then B*" <0 asnd N < D. If the marginal product of borrowed
fupds rises with farm area [(dF'/dR} > 01, then N> 0. If l'Ea.ﬂl o

then O » 0. Thus, from {5), ceteris paribas,
(dr'sdR) = (H/N} < O, B}

ar that the larger is the farm area, the lower the interest charged by the
trader—lender. This may come because large farmers may have more credit
sources. The larger farm area also allows larger marketsble surplus given
(dF'/dA) > 0, which is the trader's source of profit. Since B*' < 0, it is
DoV ouS frﬁn {5} that JB*/EA > 0. The lean lewvel B* is the focus of our

empirical work rather than r'. Likewise, ceteris paribus,

(dr'/dp) = wwrmy < 0. (7)




The larger 4ihe likelihood that the borrower will abide By the terms of ths
contract the smaller is the interest rate charged. Thus, the borrower who
agress to a2 lioked coniract sigmals a greater willinoness to comply end should
gel an 1nterest discount. On the other hand, considerations that wezken tho
enforcement hand of the trader—-lender will raise the interest rate. This, for
exeample, should be the case if & relative is invelved as borrower. The fzci
that the borrower is & farmer as opposed Lo & landless wage worker should earn
him better treatment. From {73}, it follows that (dB*/dB) > 0 or thet lcen
levels rise with &8 rise tn B. The idea here is that the trader—lender is an
increasingly more commercialized agent than farmer-lenders and considers

consanguinity an obstacle to straight business relationship.
2. Screening Phese

The trader confronts a =et o¢f borrowers not all of whom may be bright
prospects. In this modei, the trader himsel!f but not the borrowers has asccess
to a fairly elastic credit market at interest rate r so that he/she faces no
budget constraint with respect o potential clients. Let 7°(i) be the maxirum
of (3) for borrower i =1, 2, ..., k. To realize 7¥*(i), +the lender provides

B*{i} which, if he just deposits in the banks, generates B*(i)r. The trader

will then finance borrower i as long as T"(i) 2 B*(i)r or if _

S = ¥ {i}/B*(i} 2 ¢ (8)

ES

Thiz inequality generates the probability that borrower 1 will be
financed . Anythingy tFeh raises 5, such s the postharvest price @, will raise
the probabil ity of the trader finaocing borrower 1. He are not concerned

presently with considerations that affect every farmer in the vicinity but with




patures that can vary across farmers. Thess considerations are associated

ither mith the farmer's cepacity to produce a marketable surplus or the

.'___'-: sr's inclination to honor commitments in conjunction with the lender’s own

_::;= to enforce those commitments.

First, with respect to the capacity to deliver a surplus associated with

o area A. we find dS/dA which, after rearranging, is

!5-: EIBmB*F r'/(14+r" JAY{[{1+7" )Era/T " 1-Enanbr-al +
B*[{1+r) — BPR] B*'{dr'/dR}/P'}

E--a = {dr'/an)(Bfr"), the glasticity of r' with respect to A and
= (dF/dR)(A/F) is the elasticity of output with respect to area A. HNow
Jdh) < 0 and B*' < 0 so the second line in {9) is positive if fa) {14} »
.- The first lipe in {9) is positive if (b} {{1+r')/r')Eea > Epern Er-an- We
> not realiy have any prior knowledge of the magnitudes of these elasticities.
-t may, however, be observed that the rate of interest r' does not change much
pss the range of farm areas in our data. With €-+a being very small, we
would have dS/dA > O, or that the larger the farm area, fthe more likely will

sta farmer obtain & loan from the trader. Thes, farm ares is & screening

f--+ iahla. With respect to the inclinstion to deliver, we find d5/dg which is

%ug ([{nf + PRE*)(r'/(1+r*)IB*M{I(1+r "' )/r'] - Epanbr p} +
(1o}

B*(1+r) (B* /P }(dr'/dB)}}
where E--p = (dr'/dB)(B/r'). Again the second expression in (10} is positive
‘with B*' and {dr'/dgy ooth negative. lue first expression is positive if

[(1+r*}/r'] > [Easg E+pl- PAgain if the nominal rate doe=sn't change very much



across farmers, we would have dS/dB > 0. The farmer who agrees to a linked
arrangement is & better prospect white a borrower who happens to be & relative

mzy be a poor prospest.

In the case of the trader—lender, the spforcement instroment is a
collateral substitote in the form of access to future credit. This collateral
sebstitute Tzils to bind under certain circomstances: {a) when the farmer is a
relative in which czse copsideralions ocher than business may murky the waters
and (b) when the farmer operates a lsrge farm in which case the farmer's loan

femand tends to be price elastic.

In the next section, we test the roles of farm area and other kindred
variables and wvariables related to an improved likelihood of contract

compliance in (a) the screening process and (b} the loan level determination.
F. Empirical Evidence

In thisz section we provide econometric estimates of the inflvence of
vorrowsr charecteristics on the trader—lender's decision to lend as well as the
loan size granted. We opDse govermment —survey ..j::.-i:.a]I trom four willeges in the
rice—growing province of Kueva Ecija in Central Luozon, Philippines. These data
were collected in 1988 and cover the credit transactioms of 171 farm and
landless {(both agricultural and non—agricultural) households for the main and

second cropping seasons of 1387-B5.

1
The PAgriculiural Crediv Policy UCouncit {(aLPC), an agency of the

Philippines" Depariment of Agriculture undertook the survey in connection with
its Rurel Informal Credit Hsrkets (RICHM) Research Project. The ACPC is the
policymaking body for agricwlitoral finance.




wral financial market in the four Central Luozon willages is
in more detail in Esguerra and Meyer (op cit). Of the total volume of
by householda during twoe cropping seasons in 138788,
sources made up of banks and multipurpose cooperatives
__.:hlI;:sl 9 percent, while informal sources accounted for the remaining
PET _:_ : {'Bf__hin 1}. The relative importance of traders as lenders is also
;II. Table 1. Trader—lendars are mainly operators of paddy—buying stations
d in the town center vwhoe buy paddy from farmers at harvest time for sale
e rice millers. As a single informal lender category in the rural
'_"":_’__ market of the feur rice—producing wvillages, traders granted the
ge=t share of total reported losns (29 percent). Their leading role as
': j@rs of farm finance is even more obvious in the second column of figures

Teble 1; 31 percent of total reported loams by farm households was sourced

rom traders.

In terms of direction of lending, all lenders allocated more than 50
of their loans to farm households. Banks, of course, and, to a large
cooperatives lent mainly to farmers. Traders granted 78 percent of
pir total loans to farmers, exceeded only by the categery 'others' with 8O
srcent. However, given the smaller share of this latter category a= well as
Bfessional moneylenders in loan volume, the more relevant comparison is that

-

tween trader- and farmer—lenders. Here the data clearly reveal the trader’s
for farmer borrowers, & bias that may be explained by the trader's
' »st in his borrowers’ marketable surplus. Interest in the borrower's

- as a principal motivation for lending is moreover borne out by the share



Table 1

THE IMPORTAKCE OF TRADEES AS A CREDIT SOURCE
IN POUR RICE-PRODUCING VILLAGES
CENTEAL 1NIOM, THILIPPIMES, 198788
(ALl Figares in Percent)

e

Total Loans  Total Farm Share of Share of Outpat- Share of Labor
Loans Earm Loans Tinked Loansa linked Loansa
Formal Lenders
Banks 5.0 6.9 EE ] - -
Conperatives L L 979 - -
Informal Lenders
Farmers 278 21 5%.9 2.2 +B
Traders 29,1 31.5 T4.5 61.0 16.6
Professional
Honeylenders 13.0 11.%9 66.7 51.0 o
COthersk 211 23.2 79.8 9.8 &1

% Ratio based on number of loan transactions.

2 Includes rice millers, input dealers, retail storeowners and fixed-salaried
individuals, notably public scheol teachers and government employees.
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of loans linked to the sale of output. Sixty—one [61) percent of trader loans
required the borrower te sell his paddy to the trader uopon harvest. On the
other hand, farmer—lenders appeared to cater more {than traders) to landless
rural wage workers as suggested by the share (75 percent)} of their loans linked

to the previzion of lsbor services.

3.2 Ecnnmtrii: Eztimation and Results

To test the hypotheses generated by the theoretical model in Section 2
above, we estimate behavioral eguations. The natuore of the data set does not
allow us to specify a trader—lender's supply function and a borrower's loan
demand function estimable by the waunal methods. Identifying the supply equation
ia net possible since individual information on trader—lenders’ characteristics
and costs is not available. What is observable from the data are levels of
borrowings of pu.;rtit.'ular households and the corresponding loan source(s). We
are in effect looking &t effective lending {or borrowing); its determinants

constitute the foeus of our empirical teats

We thus proceed in two steps. First, following the propositions derived
from our discussion of the screening phase ([section 2Z.b), we examine the
probability that a particular household obtained a loan from a trader—lender.
Note that this is the same thing &s the probability of & trader—lender granting
a loan to a borrower with given characteristics. This may be estimated as a

conditional logit or probit medel with a dichotomous dependent variable, i.e.

Prob [ws=il = F4i{X.B)
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where j=1 if the ith borrower is observed to have a loan from a trader, and O
otherwise. X and B are wvectors of borrower characteristics and unknown
parsmeters, respectively. Since we do not have any prior information about the

distribution of the error term, we report both logit and probit estimates._

Second, we account for the level of loans granted by trader—lenders. A
censored regression or tobilt model s specified where the dependent variable,
loan size or level of borrowing, is & positive and contimous variasble 1if the
household's creditor i=s a trader-lender, and O otherwise. The same explanatory
varisbles as in the logit and probit specifications are hypothesized to affect

loan jevels.

Table 2 reports the maximam likelihood estimation results of logit,
probit and tobit procedures. To aveid problems of endogeneity, we have included
only exogenous wariables on the right-hand =ide. These variables, which are
essentially borrower characteristics observable to lenders, convey information
regerding the relative riskiness of loan applicants. These characteristics may
be categorized broadly as {a) those that describe the household, and {b) those
that describe a borrower’'s relation to his lender, if such exists, nut;idb of
the credit market. A third growp of varisbles may be added, namely, those that
describe the production or physical environment of the credit market. Our

-

interest in market interlinkage makes the second class. of  borrower

characteristics important in the specification of cur empirical model.

-

32 Household Characteristics. The importance of farm size as a
determinant of the probability of dealing with a2 trader—lender ia bazically
supported by our empirical resglts. The wvariable AREA which proxies for

potentially available marketable surplus indicates the importance nf farm




Table 2

Single-Equation Estimates of Loan Probability (columns 1 and 2)
And Loan Size (column 3) From Trader-Lenders

12

(1) (2) (3)
Logit Probit Tobit
Intercept -2 .646 -1.575 —41388.9
(=3.176)*= (=3.326)== (=5 . 0022
Household Characteristics
Age -0001 L0001 142.88
{.009) (- 00%) { .833)
Education 0406 Y262 1153.14
{.857) (-957) (2.194)*
Dependents —. 1168 —. 52 -1359.99
{=1.734) (-1.783) (=1.434)
Eecidence Years = Diz2 = 0010 =154 .64
[(=.21T) (—. 1763 {=1.090)
Area .B218 G562 11780.4
(2.867)%~ (2.911)*~ (3.790)%*
Araa=Sgquarad =202 =, 1143 =2551.17
{—2.?‘93}"‘ (—Iqﬂgﬁ}'“ (_3_346]1::
Zalation to Lender
Relative or frienda L2623 L1501 4738.85
[ .953) {.969) (1.497)
Paddy Sources 1.912 1.157 2202%.8
{3. 711} (3.816)"~*" 13.7313) %
Hired Lobora 5643 L3291 §366.12
(1.038) {1.075) [.B2T)
Froduction Enviromment
. 2670 L1454 1520.33
(.990) (1.027) {.547)
.Bas9 L5849 10682.0
{2.005)*" (2.088)* {1.879)
=209.65 =20, 28 -1157.3
39,28 H0.01
456 456 456

t-values in parentheses.

g Dummy variables. Respectively, equal to 1 if borrower iz a relative/friend of

the trader-lender, a regular source of paddy for the trader or a hired laborer;
0 otherwise.

i Dumary variables. Season is equal to 1 if credit transaction wags in the wet
cropping season, O otherwise. Irrigation equals 1 if village is irrigated. O
otherwise.

zx _ gignificant at 1T level
* - gignificant at 5% level



putput in the.trader's lending decision. We expect this consideration to bo
reflected in the trader's preference for borrowers who operate farms. Therefore
a areater propensity among traders to deal with these houssholds than with
landiess workers may also be hypothesized. However, 2 duwmy wariable for
household type (1 if farm household, O otherwise) in the model (not reported),
while vielding the expecied sign, s net significenk. Tis inclusion reduces the
reliability of | ihe BRER cosfficlent because of the svstematic relation between
farm size [which eguals zerc for landizss households) and howusehold type. The
trader—lender's preference for farmer borrowers is suggested, however, by the
negative and statistically significant wvalue of the intercept, which indicates

that, trader—-lenders generally do mot grant loam=s to landless howuseholds.

The negative and significant estimate for ARER—squared provides
indication of a threshold farm size, above which the probability of dealing
with a trader decreases. From the model, this threshold was computed as being
close to 2.0 hectares. To the extent that bigger farm sizes are sssociated with
higher [ncomes, this effect mav be explained by the pessibility of self=
fipance for households with bigger farm sizes. Too, households with Bigger
farms 'typically hawve access to other credit =sources, e_g. banks or
cooperatives. In addition, if bigger farms have fTacilities for =storing and
transporting ooitpmt, the advantages derived from dealing with the troder—

lender, who gsual ly s=upplies these serwvices, are redoced.

.Hute of the other wvarisbles that describe housshoid charaeteristics came
oput significant 1im the logil or prebit regressions. The negative influence of
DEPENDENTS on the likelihood of obtaining frader leoans is consistent with the
orientation of trader credit, which 15 basically prodoction. Years of RESIDENCE
in the wvillage, AGE, and EDUCATION do not seem to be crucial determinenta of

the likelihood of getting & trader—lender loan.
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The tohit estimates of the effect of the same household characteristics
on the size of loan obtained from trader—lenders reflect a similar pattern.
Trader ‘loan size is positively affected by borrower's farm size (AREA) up to a
maximem, and EDUCATION. The latfer wariasble may be picking up wealth affects
which make it possible for the borrower ito bargain for a higher loan amount if

the lender has decided that he is worth lerding money to.

The effect of the production environmeni on the credit market is proxied
by two uariabin:-, namaly SEASON and IRRIGATION. The inclusion of SEASON is
intended to capture the seascnal variations in rural credit supply and demand
which basically respond to expected output. Cutput is normally expected to be
higher during the wet or main season than durjing the dry or second season. All
results show, however, that SEASON, which is represented by a dummy variable {1
1Ifmain crop, 0 otherwize), affects neither the probability of receiving a

trader loan nor the size of the loan.

The IRRIGATION wvariable — specified as a dummy wvariable equal to 1 if the
village is irrigated, 0 otherwise - positively affects the probability of
dealing with a treder-lender, &s well as the loan size. If traders are msinly
interested in the farmer's marketable surplus a5 we have been arguing all
along, then their presence is more likely to be feit in the irrigated willages.
This explains the higher probability of loans with traders in irrigated areas.
irrigation seems to Le of less importance 33 a direct determinant of loan size
as evidenced by its lower t—value in the tobit regression (6 percent
significance lewvel). Howewer, its exclosion from the model (not repeorted)
renders the effect of AREA on Ioan asmoont insignificant. This result may be
understood in terms of the productivity emhancing effect of IRRIGATION on land.

nt borrowed or lent responds positively to farm size if land quality has
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been properly accounted for. The IRRTGATION dummy therefore acts as a proxy for
land guality in the tobit model (see Bhalla and Roy, 1983, for an excellent

discuasion of the crucial importance of land quality).

3.2.2 Borrower's HRelation to Lender. The borrower's relation to his
creditor is an important soorce of informotion about the borrower's risk
quality. The existence of such relations could also provide the lender with zn
instrument for enforcing repayment. These relaticus have been zpecified as

dummy wvariables, where the sbsence of such relations is the base case.

Both the loan probability and lcan size estimates are consistent with our
intuition regarding the role of interiinkage in the trader—lender's loan offer.
Cur empirical results show that if a farmer reqularly sells his paddy omtpot to
= particular trader (PADDY SOURCE), that same trader is highly likely to be the
farmer's credit source. Moreover, given the regularity of transactions in the
ootput market, the lender has a2 better sense of the borrower's repayment
capacity. Thus a bigger loan size may be granted. This particular variable was

statistically significant in practicaliy all alternative specifications.

That borrowers and lenders tramsact in the ocutput market as well does not
mean that the loan granted by the trader is necessarily a linked loan.
Interlinkage implies that the terms of credit and rulutqf coentracts are
determined jointly [Bell {1988)]J. The variable PRDDY SOURCE does not contain
this information. It merely describes a relation other than debtor—creditor
between the same two parties. As such, it includes, though is nof limited to,
trader loans that are licked In the semse dJoflzce - the interlinked markets
literature. That it is an important predictor of loan probability and size as
far as trader lenders are concerned reinforces the thesis that traders lend

mainly to secure the farmer's marketable surplus. Howewver, to the extent that
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the potential for credit—output linkage exists in the relation PADDY SOURCE .
the variable also indicates that such form of interlinkage is likely to be
crucial in dealings with trader—creditors. On this point our intuition finds

aupport in the evidence presented in Table 1.

The dooey wariable HIRED LABOR shows up as insignificant because trader—
lenders are rarely employers of their borrowers. This implies that an employer—
worker relationship is not likely to e & source of borrower information for
the trader, and therefore & key determinant of mneither the probability of a
trader loan mor its size. This also suggests that the commitment of labor
services by borrowers is unlikely to be & dominant feature of trader loans.
This result is consistent with the observed preference of traders for farmer
borrowers {(as against landless workers) and corroborates our resglts regarding

the importance of variabies associated with being a cultivater.

The commercial nature of trader loans is underscored by the weak and
insignificant influence of personzl relstions — represented by the g
variable RELATIVES OR FRIENDS - on the probability of obtaining trader loans as
well as on the amount actuoaily borrowed. This result was expected. Trader—
creditors may be expected to have a lower preference for dealing with persons
with whom they have close personal relations. While these relations are
important information—producing mechanisms for lenders, their openr—endedness
often blurs the distinction between a debt that requires prompt repayment and a
personal faver that may be reciprocated at any time. This weakens raepayment
incentives. The nature of his buy-sel]l business requires that the trader be
sufficiently liquid. Thus, he can ill-afford to tie wup his working capital in
outstanding loans. Enforceability of the credit contract requires that the
trader choose those horrowers with characteristics that facilitate contract
enforcement. Impersonal, businesslike dealings are therefore preferred over

open-ended trapsactions with relatives and friends.
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Bs commercialization spreads in an economy, kinship and other personal
ties tend to lcosen, becoming less important in economic transactions [Ben—
Porath (1%580)]. The growth of markets entails the eXpansion of economic
exchanges beyond the circle of family and friends. The full significance of
these explanations is more obvious, however, in the contrasting behavier of

trader—lenders and farmer—lenders, which is beyond the scope of this paper.

Ceonclusion

The tendency of the ootput—credit 1inkage between trader and farmer to
expand with growing commercialization motivates interest in the behavior of
traders in rural LIDCs. The model, constructed i1n the lioked comtract
framework, points te tbe importance of marketable surplus (proxied by farm
area), enforceability of repayment and the extension of the linked contract to
include resideal output purchese zs important determinants of the availability
and level of financing by the trader—lender. The econometric evidence seems to
confirm these hypotheses. Moreower, influences considered important im the
behavior of other roral lenders (say, farmer—lenders) such a5 borrower
information {proxied by duration of =tay) and labor linkage prove
insignificant. A study _thut further contrasts the behavior of trader—lenders
and farmer—lenders would greatly complement the rural credit pictura presented

-

in thi= paper._
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