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I5 ACRTOULTLRAL OAN DELINGUENCY INEVITABLE?

By

Chita Tanchoco-Subido®

The title of the paper sounds defeatist. If small farmers
and other agricultural bovrowers are not expected to pay their deais,
we might &s well throw up our hands and dole out the momey. Howewver,
this is a negative way of looking at it. The issue is presented hete
in order thot the government and the lenders may face squarely the
facts of small farmer credit. Lending to the likes of Mang Jose who
tills 1.7 hectares of riceland, supports a family of seven, earns no ’
more than P3,%00 a year, and is beset by price control policies, market—
ing difficulties and various deficiemcies in the productive structure,
certainly entails a not-so-small degree of »isk, wncertainty and costs.
It's not different with the subsistence fishermen who cast their nets
and hardly eke out a living.

This paper seeks to define the nature and extent of the
loan repayment problem over time and trace its root causes. The impact

en the lenders and borrowers is ascertained and measures to mitigate the

#Executive DMrect.r, Technical Board for Agricultural Credit.

This paper will ¢amstitute part of a forthooming bock on
apricuitural credit which the author worked on as Visiting Senior Fellow
o the hilippine Center for lconomic Development (FPCED) during the
period darch-June 1981. The views expressed here represent the opinicns
of the author and should not e interpreted as views of the Technical
Board for Agricultural Credi:. The author would like te thank Ir. Jose
Encarr icion and the PCED for affording her the opportimity to reflect
and rzt down ber thoughts op agricultural credit.



probiem pinpointed. IT poses a question of whether or not the cost of
Ll

delinquency iz to be considered & socio-political cost of development

and therefore, to be assured by governmant.

How Much is Not Being Paid?

Up £1ll recently with the THAC studies sid Teports, policy=
makers could not get & firm hand on the extent and nature of the loan
repayment problem. Firstly, the institutions and program implementors
vary in thelr measures of loan arrearages. For instance, the ratic of
uwneallested loans to total loans Falling dve fhias Deen used versus other
indices such af past due ratics, i.e. the per cent share of loans past
due to total loams outstanding, or the ratic of past due loans to loans
grantad. FPinmansial instituticons have also beem peluctant to revaal this
type of senzitive data. GSecondly, the true Story on loan Arreirages
could not emerge because of various practices such as relling over loans,
payment of the past deve losns from the proceeds of the current or new
loan, simalation of loan payments, etc, Thirdly, There was nc. systematic
way by which the data on arrearages was being gathered, collated, analyzed

T,
and reported from different lending institutions to give a total picture
of the situation. Even pow, we can Dot pinpoint the exact magnitude of
tha total past due logms inm agraicuiture: for {he wfole Finaocisl evstem.
What we have are broad indicaticns of this magnitude depived from reports
and SurPers.

TEBAC conducted tre first comprehensive study of the non-
repayment of agricultural lens in the Philippines. Covering the years

1975 to 1977, and 82 finamecial institutions and 1,113 farmers from




10 regions and 22 previnces throughout the country, the study analyzed
tla character and magnitude of the loan repayment preblem, its major
cavses and impact on the lenders and borrowers.

The survey findings reveal an uptrend in past due loans,

25 shown below (see fnnex Table 1 also):

FPazt Due Loaps of Gample
Financial Imstitutions

1975 1976 1877
Averaze Aspictltural Loans
Past Due Pis.uM F20.7H P 21.6 M
Ratio of Agricultural to
Total Past Due Loans 75.7% 72.0% 5 S
fverage Apricultural Past
Due Ratios 13.2% 15.7% 16.9%

More recent data from reports of the banks to TBAC im
comnection with the appraisal of the Integrated Agricultural Credit
Flan confirm the increase in the volume of past due agricultural loans.
From P2, 846 billion in 1977, it rose to P3.322 billion the following
year but declined slightly to P3.087 billicn in 197%, and finally ended
up at a lavel of P3.486 in 1980 (Table 2). The past due ratio, howewver,
showed a more optimistic zipgn, declinding steadily from 27.2 per cent
in 1877t 18.3 per cent in 1980

The zavings and mortgage banks had the smallest loan
eXposure to agriculture as well az the lowest agricultural past due
amount and ratic. The ccmmercial banks including FNB fared very well.

Daspite their substantial agricultural loans outstanding which amounted

o e i,



to P939 millicn, or roughly 27 per cent to total past due agricultural
loans. Their past due ratio was only 3.3 per cent in comirast with the
27 per cent past due ratic of the rural banks and the 43 per cent
experienced by Devel:pment Bank of the Philippines.

Focussing on small farmer credit, the scemaric is more grim.
The cumulative ayreaveges of Agricultural Credit and Cooperative Financing
administration (ACCFAY in the 1950's when they instituted the first non-
sollaterized lending scheme for small farmers amounted to P21.0 milliom
indicating an overall ¢slinquency rate of 42 per cent. The record of
Apricultural Credit Administration {ACA), the succezsor of ACCEA in 1863,
was cnly slightly better, 37 per cent, after 14 years in operaticn.

To this date, M99 has yet to collect P1.9 billion out of
the total leans granted of P5.8 billion, as of December 1%9&0. Other
supervised credit programs such as the Maisan 77, Gulayan =a Kalusugan
Program, Integrated Agricultural Financing Program for Virginia Tobacogand the
Cotton finmcing program showed deteriorating vecovery rates (Table 3},
The performance in small scale fisheries program of the Development Bank
of the Philippines folbwed the same pattern. In Fact, it was much more
dizgmal at 16 per cent.

From all indieations, the "monster” of lcan delinguency has
mrown in volume and scope through time, attacking the basic fabric of

the rural finaneial system.




Who Are the !oan Deilngue:n’

4 Juan delinge ¢ would most 1fkely be & small n =le pi
+f rice, oocrn, wegetables, tobacco, cotton, livestock or fish borrawin
mder a supervised credit scheme on 3 non-collateralized basis and
usually for a shert term peried eamly. Using chi-square and equality of
patios tests, the TBAC study made comparisons between supervised, nun
collateralized, and small apricultural borrowers on one hand and
nonsupervised collateralized, and big agricultural borvowers o0 the ot
as well as between short term borrowers and term borrowers.

The repayment perdformance was fommd to be lower among supel
vizsed credit borrowers (M39, M55, 38K, TAF-Tobacco, and IBRD), arcund
&0 per cemt, compared with the 72 per cent average of the ordinary
borrowers (Table 4). A similar pattern was cbserved for non-collater-
alized borrowers whe are mostly supervised and who posted a 50 per
cent Tepayment rate against the 64 per cent of repayment performance of
collateralized borrowers. Om the basis of gize, there were significantly
more borrowers belonging to the P500 to P5,000 loan size group who wers
delinguent than those with loans over P5,000 (Table 5). In terms ol the
maturity of the loans, the mepayment record of term borrvowers was better
than the short term borrowers (Table E). L

These results are not unexpected. The big and collateralized
borrowers are usually more affluent with larger farms, greater assets
and higher incomes; conseguently, & higher debt repayment capacity.
The superior repayment experience of term loans is alsc asscciated with

the fact that these are usually extended to big borrowers who can pul




up the collateral requirement. Collateral alse provides a peychological
restraint oo the borrower's inclination te default om his loan obliga—
tion since it represents the borrower's stake which he would hate to
dose and 1t 1z usually valued at much less than its merket price. The

cost of defaulting would therefore be higher than the cost of Tepaying.

loan Defaults: Why?

Inspite of the number of researches conducted om d Iinguency
the problem has remained unabated. As far back as 1261, Joan defaults
were investigated by Sacay in his survey of 400 farmers and 27 Farmer
Cooperative Marketing Associations (FACOMAs) in nine regions. The
National Feod and Agriculture Council (NFAC) and Sycip Gorres and Velayo
(SGV) Field Performance Review in 1975 focussed en M9C rice production;
fhases I-IT and Masaganang Maisan Program. A nationwide survey was
cenducted by the Bureau of Agricultural Economics (BAEcon) in the same
year to look into the causez of delinquency of short term loans. Previous
studies were also made by TBAC on arrearages— one in 1979 wrilixing
secondary data sources and another in 1976 on the reasens for high loan
gefaults of M99 farmers in Central Luron in Phases IV and V. The Special
Studies Divizsion of the Ministry of Apriculture undertock a series of
debt repayment capacity studies of palay-farmers in Ilocos Region, Ilsilo,
and Zamboanga del Sur. Individual contributions to the repayment
literature were also made by Generozo Octavio (1975}, Anwarul Karim
{1576), Bruce Best (1977) and Carles Arnade (1977}, examining various

smples of the problem.




The “inding: trom these researches are summarized in Table 7.

The factors that we.e hype lesized to Influence loan delinguency ane
classified according to whether they are within the comtrol of the
farmers, the banks, the propram implementors, or not any one of them.

in thiz manner, the causes may be directly traceable to the specific
participating groups in the credit program and measures to minimize the
problem may be properly evaluated. The factors ave not mutually @ ccliosiy
of each other, in fact they are highly interrelated. For example, low
income may be due to poor production and low market prices which may Le
relatad to misuse of loan proceeds, lack of technical supervision,
inefficient government policies, force majeure, sSmall farm size and

other fACTOrs.

Lack of Ability to Repay

The common thread that seems to run through all the studies
is the role played by the economic viability of the borrowers alter-
natively measured by net income, producticn level, marketable surplus,
etc. In the 1977 TBAC study, the good borrowers tended to have a higher
value of assets, production value, sales income, net income, savings
and material quality of life than the delinguent borrowers (Table 8).
Crop failure was cited as the major impediment to loan repayment by
Sacay, the NFAC-SGV Study, the BAEcon, and the 335 studies. Usimg chi-
sguare tests of significance, the TBAC Central Luzon Study showed that
the volume of production, quantity of palay sold, and ability to generdte

marketable surplus heavily influenced loan repayment {Table 3).



Sheer poverty seems to be the primary root cause of loan
delinquency. Even the level of indebtedness, the misapplicaticn of
loan and sales proceeds, low educational attainment and tenurial status
may be associated with the lowW level of incomes of the farmers. Ihe
small rural pecple are heavily in debt because thay need credit to cover
up their chrenic cash de Ficits and sustain their subsistence lavel of
gxpendi tures .

The loan and sales proceeds are not utilized for their

=y

ntended purposes in the production process because pricrity expendi-

tures such as food, medical care, education etc. presgpt the productive
purposes of the loan. Avound 30 per cent in the 13877 TBAC surwvey admitted
using the loans for family expenses and coly 41 per cent of the 71 per
cept who reported applying the losm for the crop preduction actually

used the loans for farm expenses {Table 10).

Thers iz a two way relationship between education and
poverty — the poor pecple cannol afford to give their children good
education and poor education begels poweriy. It was observed in the
same THAC Study that the majority {(58.5 per cent) of the delinquent
horrowers had &t most elementary schooling while 54 per cent of the good
sample borrowers attained high school and college educaticn.

The impact of tenurial status on loan repayment iz also
ralated to the income variable. OWner-cperalors are more likely to
have higher incomeé and net wWorth than the share tepants. Thus, a larger
percentage of pood horroWers {46 per cent) were owner-operators oompared
with the délimguent owWner—-operaltors (31.2 per cent) while share tenants

accoumted for a larger propovtion (27.1 per cent) among delinguent




When The reai-rate of interear was plugged in, the cpeliiclent wa
négative and ingignificant. Heanwhile, the income VAPLabie CoGEll:
was always posictivaly and highly significant. - AlThougn Theta EMplrical
evidences pertain to aggregate sav ings, the TEAC-UFBRDT Timlings on run
saving behavior are consistent with these stud
The 1961 TBAC-UPHRF study on rural savings behav for teall
the permanent income hypothesiz of Milten Preiedman and found @
vesults. Dafining permanent income as the average of thres yean '
and savipngs inclusive of changes in inventorias, & larger Bropoii ol
tranaitory income, arcund two thirds, Was saved, while only about 250 D
cent of permanent income was saved in the year 1977. However, Il i
in inventories were deducted from savings, the savings propensity
2& per cent, out of transitory income was not ‘any differant fraE
paermanent income.

When income was disaggregated into agriculfural anc NON-SgrL-

=
s

enltural income, the MPS out of agricultural income ranged I
G.493 which were &ignificantly higher than the MFS our of non-agrica.ds
fricome Tanging hetwean 0.109 and 0.129. The explanations olfsrec Wy

the practice of setting aside a certain partion sf the cursrapt jea
agricultural oufput for fulufé USe &5 soeds, feeds op homée asmaumpt ior
plus the fact that most pos-agriculturalincomeswend in the Torm OF Saal
veadily available for spending. Tests were also confugted on L
explanatory power af othepr variables such as {G& dépendeicy odl
adicational dindices, interest rates and rates of retirn but 1 sl T

indicated sither & wrong sign or statistically insagonificant coell



can afford o do 207", practically evervone disagreed. In other words,

if a farmey has the ability to repay, then he should not be celinguent

in paying his obligationa. But there is a precondition of adequate

2 Y ) ich goes back to our thesis that low income seems

A .

Tt be the major reason for nonTepdyn

Banks and Implementora: Pastly oo Blaime

™
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armers, of course, are oot to be totally biamed for the
repayment debacle. The banks and the program implementors share in the

restonsibility.. Bruce Best showed through multiple regression a

that bamk management and farm extension are the significant variables

affecting loan repayment. On the other hand, using a number of statisztical

tasts, TEAD concinded that the guality of management and personnel;
operating efficiency and size of bank rescuress are important in achieving
good Tecovery rates. These variables were foumd to be intercorrelated

with each other, makinp the task of isclating their effects oo nonrepay-
ment extremely difficult. OO0 the part of the program implementors such

factorz as incompetent technicianz, "selda" system, unfavorable policy

-

environment, inadequate itrigation facilities, and lack of provision for
incentives, o repay were pointed out. Pesi, for example; Stressed that

lask of incentives for farmers To repay 1z a major cause ol AT CSaTages

gince the delinguent borvowers end up heving mors savings Than Those who
coptinially pay -and dcouire new loans.

The Factors that affect loan mepaysent bot ave cutzide: the
control ‘of the program partielipants inciude calamities, small farm size,

and Iow pricez in the market. It may be moted that thesze factors do mot




affect repayment directly but anly through the "ability to pay" wvariable.
If zubstantial improvement in the productive and marketing structure
could be made, then farmers would be-able to earn higher incomes and

pay their debts.

Inpact of Arrearages on lenders and Borrowers

There are tremendous repercussicns - of loan delinguency o
lenders and borrowers. The inahility to recover loana and feed back
the Funds to the credit stream endangers the viability of the credit
propram and the very existence of the rural fimancial system. The arpesr-
ages~ridden roval banks hawe not besn able to recover after their heawy
sxposure to M98 and  like Atlas, they are s5till bearing the bmmt of the
burden aszociated with loan arrearapas.

The 1977 TBAC study estimated the effects of loan repayment
periormanos g bank operations. Collections had the biggest lmpacy, on
bank 1 quidity and profitshility based on the regression coefficients:

a uwn’t inasege in collections incresses current assets four times;
trip.'ss debts, risk and total assets: doubles lending capacity, and
raises Eross and met income levels by 20 to 25 per cent (Table 11).

A deci’ne in collections would of course have the reverse effect in the
same mapitude.

In terms- of the past die patic, the findinge dndicate &
significant wnd inverze relationship to Income levels, debt positiom,
losn portfolic, amset levels and profit rates. & unit increase in the
past due ratic :ill result to a reduction’'in the valves of the variables
concerned (Table 2). The two-variate correlation and resression

andlysis conducted v TBAC econfirms the two-way relatiomship betwesn



-

loan repayment and bank performance indications. Repayments are influenced
by the banks' operating efficiency and financial condl tion, and wvice

NEIEd.

Borrowers: Tinge of Eepret?

from the evidence, there are all the reasons to helieve that
the banks are hurting. & few unescrupulous bankers may have profited
from the arrearages problem by pocketing the money supposedly loaned
out to farmers byt these are isolated cases which are difficult To
document. The berrowers, on the other hand, have not been spared of the
crdeal. Although the impact of arrearages on the borrowers has neither
been quantified nor systematically investigated, we can deduce From
existing data and trends whather the farmers are better off or worse off.

The immediate and visible effect of loan delinguaency is the
dizqualificatien of the fammer from the credit program. This Is apparent
from the precipitous decline in the loans granted under the N3Y program
from its peak in 1974-1875 to recent years (Table 13). The farmers have
also sunk deeper in the quagmire of indebtedness, as shown by the rising
level of outstanding cbligations borne by the rural sector. The ineli-
gibility of delinguent borrowers to participate in the formal lending

system has also brought booming bus

iness to the informal channels of
eredit - the private moneylemders, traders, landlords, and cthers. In a
number of surveys conducted by Special Studies Division (MAd, only

12 per cent of the M99 program dropouts have been able o gelf finamce.
Most have goue to the informai and traditional sources of oredit. This'is

confirmed by the TBAC Survey om M9 dropoutz and the upsurge in informal




economics  loans noted in the TBAC study on informal rural financial
markets (Table 14},

The other zide of the coin iz the fact that the loan arrear-
ages repréesent & form of tramsfer payments to the farmerz. Funds have
flowed to the hands of the bormowers which they have utilized for their
specific purposes but have not returned. The sudden increase in the
sales of applisnces in the rural areas in 1974-1975, claimed by some
quarters but hardly validated by empirical data, is supposed to reflect
the misapplication of the farm revenues generated from credit.

Where the balsnce of the zcales tip off iz net kioewm. The Farmer
is probably better off in the short run because he can ger funds to
finance his production activities. According to the simulation analysis
of Bruce Best, those who did not pay their loans had more savings than
those who religiously paid and got mew loans. However, in the lomg wum,
the farmer would be worse off since he would have no access to the
banks and could only resort to the higher cost of informal scurces of

credit in time= of need.

Is Loan Delinguency Inevitable?

Given the low level of income of the target clientele. theip
socio-psychological make up, educational attainment, debt burden, number
of dependents; given the imperfectionz of the productieon structure,
the inadequate infrastructure, the unfavorable terms of trade for agri-
cultural products, the wneconcmic farm gize; given the state of the

quality of bank cperations and farm extension, then delingquency seems




inevitanle. Credit, to work and be pseful, needs to be mixed with a
lot of other eritical ingredients. If the vital conditions are not
met, providing credit is like pouring money into a bottomless pit.

If loan delinquency in small farmer credit is inevitable,
should this be considered a mocial and political cost of development to
ke borne by the government? To our minds, the cost of arYedrages cannot
be considered totally the responsibility of government. To the extent

hat farmers have not been given the full support of irrigation, roads,

o

mavketing assistance, faputs, pricing policies, and technology to
enhance their economic viability and debt repayment capacity, then the
government should assume part of the costs. The government should also
be ready to accept a certain level of nonrepayment smd not live in a
dream world of 100 repayment rate. Too often, policymakers and progran
administrators take a constricted view of the credit program amd the
repayment ability of the farmer. They just look at the rate of return
of the enterprise being financed not at the entire Farm household system.

If this

i
i ]

positive, then they conclude that the farmer can repay out

of his produce neglecting the fact that besides paying for the loan,
the produce has to feed, shelter, clothe, educate, nurse, entertain the
fayrmer and his household members. Thus, although the preduction proceads

weuld be in excess of the lcan amortizations, the surplus is hardly

enough for the family te subsist on.

The situation isnot however hopelegs. There are measures

that can be substituted to miniwmize ¥Yoan delinguency. At the farmer

horrower level, efforts should be focussed on enhancing the farmer's




ey

viahility through the provision of irrigation, adequate imput supply
at reascnable prices, better prices and marketing facilities,

improved technolegy and effective exteasicn gervices, The farm
mapagement capability and credit respomsibility of the farmers ought
.ta be strengthened via informal or formal training programs. On the
gide of the institutions, bank management and perscnnel have to be
upgraded, and the pre-loan spproval procedures and bank record keeping,
improved, .

Credit cannot be treated anymore in isclation. AR integrated
credit package conzidering the production, marketing and processing
phases of the agricultural activity, treating the borrowing entity
as a farm cum household, meeting all its short term, medium and long
term credit needs, locking at the farm enterprise as a network of
activities rather than on a single commodity basis - has greater
chances of sucessz. Then, there need mot be a conflict between small

farpey ovedit and a viable rural credit system.
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Table 3

VOLLE OF AFFEARACGES. IN SMALL FARMEER CFEDIT, BY PROGEAM, 13980
[Amounts in PM)

fs of Pecember 1980 1977-19805"

Z ks Loans _ Repayment Past Due Ave. Repay- Ave. Pa
dit Program E‘h:a-:nd = Eﬂn; 4 k- PLDEEEME Rate Faric ment Rate  Dua Razi

RS Y ey (%) (%) (1) (%)

bt : a x
dagana 99— 5,B13:5 . 36503 2.163:2- 19009 65 88 4 B0
figan. 77 529,2 BOS. 4 117.8 115.8 i o8 76 a7
layan za
Ealusupan 231 15.8 Ted 6. b 71 &8 T3 27
F-Tobactos, 43,1 34,2 8.9 3.1 a7 35 77 a7
Ttom T‘i::.a.r.ci_uglii'r 54 .6 95 & e 5,7 a2 20 77 28
TOTAL B,457.5 U, 131.1 2.3%6.4 %.031.%

Average of ratios from 1977-1980. For IAF-Tobaceo, periocd covered was from 1977 to 1574.

For RB data, rediscounting availments were adopted whemever they exceeded loan grants on
& per phaze basig.

Data a= of 1979,
Includes FB data only.

ta: Hepayment Rates and Past Due Ratios were computed as follows:

_ Loans Collected _ Loans Past Tue
Fepayment Rate = e Hetarad Past [ue Ratioc = Loans Dutstanding

ans for the lateszt phase or crop vear were assumed to be all current loans.

ources of data: TBAC, "1977 Agricultural Credit Plan Appraizal and 1978 Credit Budget”;
"pgricultural Creditrends”, Volume II and 1979; "1380 Year-End Agri-
cultuaral Credit Plan Appraisal.



Table §

DLSTRIBUTICH AND AVERACZE EEPAYMENT RATES OF EAMPLE BORROWEFRS,
BY CREDIT STANDING, SUPERVISED OR NON-SUPERVISED,
WiTH OR WITHOUT COLLATERAL, 1977

Sample Diztribution Svapape |

Humber In Per Cent Mumbar

1. Supervised Credit Borrowers
LS S

AR - :
TOTAL gE1 LR RO R
s 2Lt LTl
Good S0 P L 135 g%.9
e T irimsmmd s T .9 [17L ia*
e i ngueenct = I ol T LG o A ]
d. Ordinary Credit Sorrowers
Hh'd RIS
TOTAL 135 100.0 71.9
e s s
— e ===
n A TR - - - - "
Good ih5 P 7 [ 25 el

o3
Lol B
Fi

L

'

Delinguent k| 66,9

1. With Collateral

TOTAL i 15 1000 53,9
B e
——— L
G 156 = | H41.6

Delinguent <30 59.7 45,1

2. HWithour Collararal

Sk 1000 50.10

i Rarct

T =

Good 159 29,4 =254

spitrca ol datar CTBAC A Etuwdy on the Noenrepayment of dprdcultural Loans in thi

i) appanes®, IR TH, poiad,

=g
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DISTRIBUTION &AND AVERSGE BEPAYMENWT FATES OF SAMELE BURDLWERS
bk 2 A TR e i PO N7 MATURITY. 1
BY CREDIT STANDING, BY CREEDIT FROGEAM AND | L3

Sample Distribution Average Repayment Ra
I ‘:.'..-'_. ¢ In Per Cent Numbies In Per Cen
A, Gpparvizad Credit
1. Supervized Short-Ters BorrowarTs
TOTAL 555 14800 65 19,3
Good i6Z 29,0 T2 B3

Delinguent 297 o 4 293 &0,

Ze  SBupervised Long-Term Borrowars

H.ThanR

mdar CH=LEER

TOTAL 96 100.0 [l 58,0
aad 3a L, O 25 1608
Delinguent a8 600 5l Hd.8
] e T wE e L,--u =Tt HorTrowens
d. ‘Buparirised Long-Ierm Oor T
mder DEP-IEF
TOTAL 22§ 100. 0 108 710

Gond 104 GE.Q g 1040 €
Delingquent 117

B4 f a7 [ o

8. Ordinary Credat

1. OCOrdinary Short-Term BorroWers

TOTAL

)

ap]
!.
[

1, .0 liF T

L d L v} o
Good 1g 2l 4] " o5 -l
D linguent L& T 0 2y 5
2, Ordinary Long-Term Borrowers
TOTAL A 100. 0 30 g
Good i 450 11
Delinguent 3 55.0 114 :

Source of data: TBAC, "A Study on the Nonrepayment of Agricultural Loans in the
-I'.,hp;:ines“, 1578, g 9.




Table 7

SMMARY OF FACTORS AFFECTING TOSH DELINQUENCY

a)t

Pactors Studies Where Citad—

pEerner-Relited Factors

1. low income/poverty/poor : Sacay, 0.J. (1961), NFAC-SCV (1975]), PCARR-

production B&Econ (19753, TEAC (1975), TBAC (1978),
SeD-Ma (1977), Karim, A. {1976), Best, B.A.
(1577}, Matienzo R. (1977), MSAC-NSDE
(1878).

L
15
o

low volume of produce sold = —TEAC LASTEY Detavio, G.G. 018
Hatienzo, R. (1377).

lavel of Indebtedness : Sacay, 0.J. {1951), PCARR-BAEpon (1975],
TEBAC (1576}, Best, B.A. (1977).

misapplication of Ioan . Baeay. O.LJ. (1851}, NFAC-S5CV (1675} PCARR
proceeds/sales proceeds BaEcon (1975), TBAC (1875}, THAC (1978),

SED-MR (1877), Octavie, G.G. (1975}, MSAC-
HSDE {19749).

negative attitude towards 2 Sacay, 0.d. {1961}, NFAC-SGV (1975), PCARR-
credit/"dole-out" mentality BAEcon (1975), TBAC (1975), Octavio, G.G.
CIoTsy Kapimo A C1978), Bemt . BoA. (1977 L

wmfavorable atrtitude toewards ¢ PCARR-BAEcon (1975), COctawio, G-G. 1975},
lending instituticons Bagt . B CEOTHY).

a2

low educational attainment : Marim, A. (1976)
tenurial stacus r Bacavy. O.d. (19815
hsugehold size : Detavio, 6.G. (1975), MSAC-NSDB (197%].

Bn-Ha fated Factors

gank experience and : letavio, B.6. (T975), Beszt, B.A. (1977)
SiElaEeIme T

fnaccurate Iosn information @ ‘Sacay, 0.J. (1861)

Bibliography of Coppleted Studies on Loan Pelinguency.
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Table: T

FPage - 2
Factors Studies Whers Cited
3. inadequate collection policies Sacay, O.J. (1961}, BFAC-SGV (1875),

L

O

delayed release of loans
lack of supervision

double financing of borrowers

Frogran Inpismentors

ik

4.

inefficient technicians

lack of incemtivesz to pay

"salda™ sysitem

unfavorable policy environment

mavailability of irrigation
watel

Qutside the Centrol of Program

Participants

k.

calamities

Farm S1Te

high prices of inputs

low market prices of produce

PCARR=-BARcon 11975}, Octavic, G.h.
(1975), MSAC-NSDE (19749).

Sacay, Cud. (19617
Sacay, 0.J. (1961}, Karim, A. (1376)

HFAC-5GV (189752

NEAC-SGV (1975}, Octavio, G.B, (1975},
Best , BuA. (1377).

TBAC (1976), 5SD-MA [1977),
betavio, G.6. (1975).

TRAC (1975)

Detavie, G.6. (1975)

NFAC-SGV (1975}, PCARR-BAEcon ({1975},

TBAC (1975), TBAC (1976), S5I-MA (197703

pctavio, G.G. (1975}, MSAC-NSDB (1579).

Sacay . 0.J. (1961}, Best, B, &, 11971),
Matienzo, E. (1977), MSAC-NSDE {1379).

Matienze, R. (1977}, MSAC-NSDE (1979)

ssp-Ma {1977}, Octavio, G.G. (1975),
MSAC-MSDE (1973).




Tabde &

COMPARATIVE ECOHOMIC INDBICATORS, 1877

R momis Tritcatore Good Delinguent All
Borrowens Bormowers Borrnowans
BN.  Mean Values (F) of:
. A&sets 160,131 115,258 135,776
2. Sidles Income 23,236 21,428 2. 054
3. TIncome from other sources 1L, B24 13, b2y 13,908
4. Net Income 1l BS6 13,442 13,942
5.  Production i 26, 104 25,331
. Bavings 2,893 2,003 Aat vl
B. Material Lewvel of Living
Percentage of Borrowers Using :
1. Permament Type of Dwelling 449.3 .0 23..58
2. Ferosepe and Electricity o3 30,2 33.7

Bource of basic data: TBAC, "A Study on the Nomrepayment of Agricultural Loans
in the Fhilippines™, 1578, pp. 29, B9-7V.i.
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Tahle 10

DISTRIBUTION OF SAMPLE BORROWERS, BY ACTUAL USE
OF LOANW, 1977

Good Bortowers

Delinguent Boroowers

Humber In Per Cent Humbar In Fer Cent Humd et '
OTAL Tul 100.0 1,559 100.0 2,300 100.3
Operating Expenses
chase of Inputs E3 g4 159 10.2 Fe !
1t of Hired Labon Lo o 481 31 .1k T2 |
Capital Expenses J0L o e L33 274 524 i
v Living Expenses 130 18.9 246 15,8 38t g
i Cape 3z bl 1249 #2.3 16
Eicn 7 0.9 un 2.6 ik
Fepales/Conetruction k. | I L 15 1.0 kit 1
ey of Appliances 1A 2.4 14 0.9
t=of T Othor Debte - - T 0.4 T P |
Tligat. ons 1% 2.0 38 2.4 53 i

TRAC, "A Study on the Fonrepayment of Agricultural Loans in the
ihiiippines"™, 1378, p. */.

ol datas




R S

PEGRESSION COEFFICIENTS USING COLLECTIONS

AS DEFENDENT VARTARLES

i
—
Variables o o - - s
1 MEFresslon LoalfTiarants
..'"'I'\'  p B am ' B
~Tent - Aszats L, J5Lg
T
Fisk Aszetg

- . - R i
—_ L i
1OEal I-.-.I..'_-'_t (N [ L SR
. S PR ALE

Apricultural Loans Uatstanding 2.3013
Gross Inodms 1. DL

Net Income 0. TR76

e el Tk L e e L L1 =
churce of data: TEA & otudy on the Nonrepayment od
ciiltnra]l Loans in the Philioopinas™




Table 12

REGRESSICN COEFFICIENTS USING

PAST DUE RATIO AS DEPENDENT VARTABLEY
Gross. locome £, 2387
Hat Iooome -Z. 6360
Net Income/Equity —£.2594
Total Liabilities ~T5.. A1
Agricultural Loans Cutstanding =52.5161
Current Assets 56 . BE2E
Fizk Assets =78.3385
Total Asselbs -6, 8304y

illlI«'.?'I'L.'I.].r for rural banks

Souree of data: TBAC, "A Study on the Nonrepayment of
Agricultural Loans in the Philippines",
1978, pp. 121-124,




Table 13

= __l'
MASAGANA 99 LOANS GRANTED, BY PHASE, 19380=
b
Loans Granted— Farmers Pinanced
= Giowth Rate Growth Rate
Fiase/ Crop Yei EoLUnt 35 L
2 e ‘1‘?;;" By Crop Year Wumb-er By Crop Year
"-.;} [_"-';: "
TOTAL 5. B13.5 2, 097 026
T AB3;5 O, 047
1973-197Y
IT 06 235,105
II1 T20.7 S s |
1974-1975 1312.10 3.0
IV Ll | 355 5499
v 5811 303,310
1975-1976 { 23.4) (50.0)

VI 3088 159,059

.54 3366 143,282
13TE=1977 {41.9 (47.3)

YITI 238.7 B89, 2

IxX 353.0 135 1]
1977-1978 10,3 L0.5)

X 2814 52 6E&7

K1 3T T 120,161
10T78-19%9 15.6 LIRLE)

XII e foe 82,685

XITT L3, 2 e 510

1979-1950 { 11.6) (11.8)
XTV 245.1 B6, 345
X 280.4 85,768
1980-1981 { 43.2) (38.8)
X1 49.0 94272

as : Ty 3 1 y : e . =T
— Covering such participating institutions as PHB, ®B and ACA.

i 4 . : ' : .
— For KB data, rediscounting availments were adopted whenever they exceed
loan grants on a per phase basis.

Source of data: TBAC, 1380 Year-End Agricultural Credit Plan Appraisal",




Table 14

DISTRIBUTION OF SAMPLE MASAGANA 99 PHASE IX DROFOUTS,
BY METHOD OF FINANCING, 1977

=~
Eligible Hot Eligpible
Method of Financing (self-financed) (bec. of past due loan) T T AR
Humber In Per Cent Number I Per Cent HNumber In Per Ce
ToTAL 13 1000 133 100.0 1ng 100.0
fome from palay producticn 3 Pt i | 35 13.3 18 z i
pome: from other prodocts 2 15 4 30 27.6 a2 71.9
ome from farm labor & EE.1 et o in.3 25 4 T
e from own business 1 =T 37 $7.8 38 il i
L contoibutions, from
mbers of the famdly ik TT az .0 23 22.6

fee of data: TBAC, "Survey of Masagana 99 Drepouts in Nueva Ecija", 1977, p.14







