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Preface

The thesis topic is an off-spring of the
comment made by U Maung Maung Hla, former Research
Officer of the Union Bank of Burma, at the Research
Congress in 1974 when we read a research paper on the
differential development of some villages in Lower
Burma. At that time, we could not present the role of
finance in Agricultural development.

This topic of agricultural credit or finance
is too hot to handle : the private money-lending is
banned by the Government, the Agricultural Banks' Loans
are tied to partial compulsory sales to the Government,
and no one‘Pf course,is willing to admit one's indebt-
ness and express the source of credit. Nevertheless,
it is an interesting topic to a student of finance.

The author, relying on his experiences of
village survey, tried to grasp some ideas of the role of
finance in agricultural development. He visited every
sampled farmer at least twice before he asked any ques-
tion concerning with the subject matter and tried to
have good rapport. He believes that the farmers stated
the true amount of credit taken, although they might not
indicate the real source of credit. They often answered,

"If one has gold, one can get credit".




He has to admit that no differentiation can really be
made between the amount taken from pawnshops and pri-

vate money-lenders. Except thiks the data obtained are

quite reliable for this study.



Introduction

Agriculture is the largest industry in

the developing countries, and as such, occupies a
special position with respect to economic development.
Typically, it accounts for 40 to 60 percent of the na-
tional output and employs 50 to 8 0 percent of the la-
bour force. Agricultural products also make up 70 to
90 percent of exports. Immense numbers of farmers in
developing countries need credit for subsistence dur-
ing certain seasonal periods; and almost all farmers
need credit when they start adopting new methods for
which supplies and tools are required. No dependable
estimates of the demand for agricultural credit in the
developing countries of Asia have been made, but it
seems generally accepted that the existing overall sup-
Ply is far short of the demand.1

- Many of the expériences which have discre-
dited agricultural investment have been due to a belief

1 Arthur Paul : "Credit's Role in Improving Agriculture",
Asia Foundation ‘rogram Bulletin, No., 36 (September

1965), Reprinted in Getting Agriculture Moving, Volume
1, Ralted by Raymond E. Borton, New York, 1968 P 112



that credit can be treated as a separate compartment

and will somehow have its own virtue, Very seldom is
any evaluation made of the effectivenss of credit on

produectivity and output.1

The thesis focuses on the effectiveness
of credit on the development of agriculture : the
acceptance of new technigues (innovations) and pro=-
duetivity within the framework of some ralated socloe-
economic factors, The present study, though largely
based on the survey in a single village in Lower BSurma,
is written with the aim of suggesting the outlines of
some of the more prominent sccicecconomice factors in
agricultural development,

The first chapter provides the framework
of agricultural credit and the second chapter deals
with the apnproaches to the agricultural gredit problems,
The historical sketch of the agricultural credit in
Burma 13 provided in the third chapter, An aempiriecal
study is presented in the fourth and fifth chapters
which deal with the soclo-econcmic conditions of the
village under study, and the important links between

1 Arthur Caitskell : "Agricultural Credit" in Jetting
Agriculture Moving, op.citey Pe 417,
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agricultural credit and technology and output, consider-
ing some related socio-economic factors.

This village, Myant-chaw-gone, was selected
for field research for two main reasons. First, the
farmers of the village specialize in paddy growing.
Second, the villagers are familiar with the author as
a saya of the Institute of Economics due to the excurs-
sion made by the final year students of finance major
together with the author. After the initial tentative
selection of this village, a visit was made there by
the author and the purpose of coming to the area was
explained to a number of people in the village and the
author was eventually accepted by the Chairman of the
Village Peoples' Councll to stay at his house. The
villagers of Myant-chaw-gone were cooperative and
friendly throughout the period of field research. They
were eagér téd help once they were convinced of a genuine
interest in their problems of agriculture,

The methods employed in the study were those
of structured and unstructured interviewing and observa-
tion. On the basis of tested questionaire, helped by
thes supervisor himself and about 80 students, a ques-

tionaire was reconstructed with the view to test the



following hypotheses.

I. Agricultural finance or credit is related to the
acceptance of new techniques which in turn is associa-
ted with productivity.

II. There can be multi-relationships with the above va-
riables and other socio-economic factors as follows :

(a) Productive Forces

(1) Number of economically active persons.
(i1) Hiring agricultural labourers.
(iii) Having draft power.
(iv) Size of farms.
(b) Economic status
(1) Income per acre from other sources.
(11 ) Income per head.
(1i1) Housing condition.

(¢) Level of the farmer's education

(d ) Communication
(1) Communication with townships.

(11) Discussion with the village manager.
(Extension workers)
(1ii) Listening to Radio.
(iv) Reading Newspaper.
(e) Cost and expenditure

(1) Cost per acre.



(11) Cost of hired labour.
(iii) Cost of owned labour.
(iv) Expenditure per head.

(f ) Growing planned variety of paddy.

(g) Size of family.

(h) Age of the farmers.

The degree of acceptance of new techniques,
which can be defined as the indicator of development,
is measured by the following factors :

(1) Cost of fertilizers applied,

(2) Cost of straight line transplanting (i.e.,
the amount of money given to the transplan-
ters),

(3) Cost of improved seeds,

(4+) Cost of using tractors,

(5) Cost of applying pesticides, and

(6) Cost of using water pumps.

Out of 56 farmers 30 ( more than 50 percent
of the farmérs ) were randomly selected and interviewed.
Suitable statistical methods were applied to test the
above hypotheses. Estimates of the credit needs at the
national level and some advices are offered in the con-

cluding chapter.



Chapter One

The General Framework of Agricultural Credit

1. Economic Development and the Role of Agricultural

Credit.

In developing countries, such as ours, the
economy of which is mainly based on agriculture, the
term agricultural development is almost synonymous with
economic development. By economic development will be
meant a continuing social process leading to a progres-
sive increase in average output per head among the
people in a society. It is social because it requires,
or results in, changes in beliefs, attitudes, relation-
ships, institutions and organizations not usually thought
of as economic, or at least not entirely so.1 In any
case economic development implies important changes, not
only in the relative quantities of labor, capital and
natural resources, in their efficiency, and in the ratios
of output to input of these factors, but also in economic

structure and in economic relations.

1 Dr. Horace Belshaw, Agricultural Credit in Economiecall
Underdeveloped Countries, FAO, Rome, Italy, 1959,

Y




It is convenient to classify the determi-
nants of economic development into quantitative and qua-
litative changes. The main types of quantitative changes
are increases in the amounts of capital and of natural
resources in use, and in the amounts of labor actually
engaged in production. Qualitative changes are those
which increase the efficiency of given amounts of labor
and capital in producing output. In the actual processes
of economic development different kinds of changes are so
interwoven that it is not possible to separate them com-
pletely.

Therefore agricultural credit should not be
considered in isolation but as part of an integrated
process of economic development and social betterment
applied in such a way that rural populations share in
the results. Efficient systems of agricultural credit
are necessary if ggriculture is to make its contribution
to national improvement. But credit will run to waste,
or its contribution will be limited, unless it is support-
ed within the rural sector by other measures, as well as
by the growth of other sectors of the economy. We haveto
attach great importance to institutional reform with
special emphasis on land tenure, taxation, agricultural

extensicn and marketinge.




In developing countries particularly,
governments have to play a large part in development
programs. This demand that adeguate attention be
given to the role of agricultural credit in overall
national plans and programs, and suitable adminis-
trative arrangements be made to ensure such attent-
ion,

The major determinate of economic growth
are an increase in the rate of capital formation,
increase in the effective supply of labor and quali-
tative improvements in the use of capital and labor.
A major problem is to proﬁote an initial breakthrough,
so that there is more income to provide capital to
start the process going. By capital we mean real
things-such as roads, or drainage and irriga-
tion systems, or fertilizers - which help production.
To direct national production to making these things
requires more financial savings, including taxation
directed to capital formation. An agricultural credit
system must be designed to help by increasing money
savings among rural people, and then using them effect-
ively. But it may also assist by encouraging the
direct use of labor for capital formation on farms or

rural communities.




When population increases, the supply of
labor will increase, but usually more slowly than
population growkth The net effect may be to make it
more difficult to increase output per head, even
though total output grows. Our major concern, how-
ever, is with the fuller use of labor at present un-
employed or under-employed. If industrialization
takes. place, labor may be more fully utilized because
it can be kept more continuously at work and less sub-
Ject to a seasonal rhythm. But, in addition, direct
attention to the problem in rural areas is needed, by
such means as exfending the crop season, improving
techniques so that labor is more continuously engaged
and produces a larger output, developing local indus-
tries, or using labor otherwise idle or nearly so far
farm jmprovements and local works such as roads, drain-
age, irrigation, and go-downs or other structures,
Agricultural credit has an important role to play in
providing the finance necessary for these changes that
will result in an improvement in output and income, or
in assets.

A mere increase in the quantity of credit
is not likely, overall, to this result. It is usually
a necessary, but not a sufficient condition. Accord-

ingly, considerable stress is to be placed on the
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quantitative aspects and qualitative effects. 0Quality
improvements or innovations cover a very wide range,
but are conveniently classified into changes of atti-
tude, improvements in and extension of knowledge and
technolégy, and improvements in institutions and in
soclal and economic organization.

Special attention is to be given to the
establishment of institutional eredit including the de-
velopment of co-opératives, as being itself an innova-
tion or qualitative improvement of primary importance.
This is usually prerequisite if credit is to be more
adequate and cheaper. But equally, credit must be so
designed as to give a strong positive inducement to
improvements in farm techniques, institution and orga-
nizations, and to changes in attitudes. Its signifi-
cance in relation to farm operations is clear enough in
so far as it provides the necessary finance for improved
cultural practices. It.can also provide the finance for
institutional changes such as tenurial reform and improve-
ments in organization; for example, in marketing or pro-
cessing,

Changes in attitudes are relevant, in respect
of willingness, as well as the capacity to make financial

savings or use them for lending or direct investment on
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the farm, and also of the willingness to engage in new
lines of production, the unfamiliarity of which creates
a large element of risk.

The terms of loans, the conditions of re-
payment, the nature of the security required, and the
extent to which risks can be reduced or provided against,
are all relevant to this situation. But it is not like-
ly to be remedied f credit is regarded as an isolated
operation. The question of risk and security, as well
as providing an adequate proportionate return to the
farmer require attention to the integration of credit
with marketing. The awakening of technical conscious-
ness and the readiness and ability to apply new technigues
demand. the close linking of credit with agricultural
extension, and suitable provision for supervision., These
are all powerful reasons for stressing the importance
of qualitative aspects.

The finance and personnel appropriately
assigned to credit and supporting services, such as
education, agricultural and home economics extension,
health,marketing,/ﬁggg.be related to questions of ba-
lance for the economy as a whole. These, inter alia,

refer to the balance between savings and consumption,
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agriculture and industry, domestic and export product-
ion, public and private investment; and to the reqguire-
ments for social overhead and services - roads, build-
ings and public utilities of various sorts such as
communications and power.,

Given the answer to such questions of ba-
lance, decisions must also be made as to other invest-
ment criteria so that the increments of capital will
produce the best contribution to the national output.
While there are differences of opinion, the most com-
mon view is that major consideration should be given
to those types of investment which economize in the
resource which is scarce and provide the maximum yield
to it. Since capital is usually relatively scarce and
labor abundant this principle supports those types of
investment in which the ratio of additional output to
additional capital is large. Normally these are in-
vestments of low capital intensity, using a low ratio
of capital to labor.

It will be clear of course, that the rule
is not of universal application. Many necessary pub-
lic works are by their nature capital intensive, and
the technical superiority of capital intensive methods
is sometimes so great that it would be absurd to use

labor intensive methods.
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II. Conditions Affecting the Demand for Agricultural

Credit,

In most of the developing countries, famm
holdings are small and scattered, the method of pro-
duction is primitive, and income is also small and un-
certain., Large part of production is for subsistence,
so that cash income is even smaller. The consequent
low capacity to save means that farmers can seldom
provide the means to finance improvements themselves,
and must borrow to do so. On small areas of land.
there is little scope for mechanization and production
is labor-intensive.

Both the national requirements for economic
development, and the ability of farmers to repay loans,
necessitate special attention to encouraging the demand
for credit to grow cash crops. The labor-~intensive na-
ture of the farm operations, and the phenomena of un-
employment and underemployment, and low techniéal com=-
petence are important factors in determining the speci-
fie purposes for which credit should be demanded. Credit
is the vehicle for improved techniques which must be
within the technical competence of the farmer and there-

fore simple, which normally have a high ratio of output
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to capital and which in the early stages would more
fully uvtilize the labor force rather than dispense
with the need for it. Emphasis on labor-saving in-
vestments will become more appropriate, however, as
employment epportunities emerge outside of farming,
or if it is possible to extend the scale of farm
operations by bringing in new land.

Low and uncertain income increases the
risks if new practices fail. The familiar charac-
teristic of farming and the importance gttached to
perpetuation of the family affect the balance in mo-
tivation, on the one hand, between security and con-
servation of the farm as a foundation for the economic
future of the family and, on the other, the taking of
risks to earn more current income. These must be re-
cognized as obstacles to be overcome in inducing changes
in the character of the demand for credit; and 21lowed
for in the conditions under which credit is given, and
by the integraticn of credit with extension and market-
ing, and provision for effective supervision.

The high proportion of expenses which goes
for food, combined with the seasonal rhythm and low

cash incomes, cause the demand for short-term credit
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for working expenses to assume especial importance. It
is impossible, in practice, to distinguish between crfe-
dit for production and muekr-ef—=the credit needed for
consumption.

The use of land as a basis for security is
beset with difficulties, and the farmer may be reluctant
to pledge it. Other forms of security, especially in
crops, must be sought. Moreover, insistence on tangible
security prejudices the small farmer by comparison with
the farmer with a large holding. The primary criterien
in satisfying the demand should be repayment capacity
rather than credit worthiness in the sense of adequate
tangible form assets.

In addition to farm operations, credit is
needed to provide fixed capital and working expenses
for marketing and processing, for small local industry
and for village works of #many kinds. In such works a
small volume of credit may encourage the direct use of
a great deal of local labor in capital formation.

In the promotion of changes in attitudes
leading to changes in the character of demand for cre-
dit, the government must play a leéding role, through
establishing credit institutions and agricultural «-.
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extension systems, promotion of marketing organizations
and in other ways. The promotion of local leadership
and the development of more effective local organiza-
tions, cooperatives or village development councils,

are important aspects of this problem.

ITI, Characteristics of Supply

The failure of agricultural credit arises
from the characteristics of supply as well as demand.
The conversion of static into dynamic credit1 requires
an increase in amount available, reductions in the
cost of credit, and adjustment of credit terms to suit
the convenience and repayment capacity of the farmer;
and, in addition, assistance in applying new techniques
and improving farm management,

Increasing the supply requires attention to
the source of funds for agriculture. Income per head

and the proportion of income and total amount saved are

1 Static credit means that, after paying interest and
repaying debt, the assets of the farmer, and his
capacity to produce and maintain levels of consump-
tion for himself and family remain unchanged. This
normally implies that the credit (i.e. debt) cycle
must be repeated to maintain his position. Conditions
of supply tend to contribute to the same result.
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usually lower in agriculture then in the rest of the
economy. Moreover, much rural saving is to provide
against misfortune and for ceremonial expenditure. Any
increase in rural savings necessitate prior increase

in production and income out of which to save with the
corollary, in most cases, of some diversion of finance
from other sectors to agriculture to promote the ini-
tial increase in production. Much of the income from
agricultural production goes to landlords, merchants and
moneylenders who invest a large proportion of their sav-
ings outside of agriculture and do not use them to in-
crease agricultural production. It is probable that
there is usually a net drain of private savings from
agriculture,

Land reform, cheaper credit and improvements
in supply and marketing would increase the share going
to the farmer and so increase his capacity to save. But
the willingness to make additional savings may not be
increased, and the income may be spent on consumption
rather than directed to more production. Special efforts
must be made to encourage more rural savings, combine
them into larger aggregates and, and used them more

effectively. Under the best of conditions the units of
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saving of farmers will be so very small and scattered
that they contribute little to productivé power; but if
aggregated in financial institutions by way of depo-
sits or other types of financial investment, a sizable
volume of credit becomes possible even in poor coun-
tries which can be directed to further agriculture pro-
grams. It is highly probable, however, that improved
credit, marketing, agriculture extension and other mea-
sures must be antecedent to any significant increase in
rural savings. This implies the transfer of funds into
agriculture not only for grants and loans, but also for
government services.

- In recent years, institutions have been
established in many underdeveloped countries to provide
credit for agriculture, and in some countries direct
loans are given by government departments. But private
sources of credit still predominate. Commercial banks
play a very small role and usually confine their opera-
tions to larger farmers in more commercialized areas.,
The bulk of the credit comes from private money-lenders,
merchants and landlords under extremely burdensome
conditions. The cost of loan is very high whether as

interest or by way of indirect charges. A large portion
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of credit is advanced for nonproductive purposes.
Because of risk and expenses of management, unavoidable
costs of private credit are likely to he high in any
case but, in addition, the farmer may be tied to the
lender, whose monopoly position encourages many un-
desirable practices and leads to much exploitation.
These conditions all contribute to the static nature of
agricultural credit, and necessitate for their removal

the growth of credit institutions.

IV. TIThe Duel Cbjectives of Agricultural Credit Programs.

The two principal objectives of agricultural
credit programs are usually considered to be
(1) an increase in agricultural production, and (2) an
increase in social equity resulting from improvements in
the farmers! incomes.1 Such income gains may be regarded
as the avenue to greater equality in national consumption
levels and a more just distribution of economic opportu-
nities. A number of other potential benefits to farmers

from credit program activities could be cited: improved

1 Gordon Ponald, Credit for Small Farmers in Developin
Countries, Westview Press, U.3.A., 1976, P.183,
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nutrition, release of farmers from dependence on extor-
tionate money-lenders, a stronger position in the
markets, increased self-respect and hope for the future,
improved social status and politiecal influence, moderni-
zation of outlook, access to wider educational and occu-
pational opportunities for the farmers' children, etc.
For the most part economic progress is necessary, though
not sufficient by itself, for the achievement of these
other developmental aims. As between production and equity
objectives there are, of course, certain areas of conflict,
both of these goals, however, are considered important.
Credit programs should not be expected by
themselves to reshape the society into new and more preo-
ductive or equitable forms; but they can assit agricultural
production, and they can help lower-income producers. They
cannot do these things quickly, or with assured results,
In idealized form, the scenario for an agri-
cultural credit program: goes as follows : the government
or central bank loans money to an agricultural bank which
in turn relends the funds either directly or through
cooperatives to farmers. The farmers use the funds to
purchase productive inputs such as fertilizer, seeds,
pesticides, etc., which are combined with family labor to

produce more output. The additional output is sold and
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the proceeds are sufficient to repay the loan and leave

the farmer better off. The payments received by the

agricultural bank are sufficient to regenerate lending
capacity, to cover administrative costs and to pay the
interest on the government loan. Such a program con-

sumes no resources; the money committed simply consti-
tutes a revelving fund. The loans are reppid and the

interest charges are sufficient to cover costs and any
defaults.

Yet, in practice, experience belies the
model. There may be no increases in agricultural pro-
duction following the credit program in many cases.

And, because of a high rate of default, the funds pledged
by governments to agricultural credit do not regenerate
themselves, nor does the interest received cover costs.
Somewhere between model and reality something often goes
wrong.

For the success of a credit program more
than money is needed. Tor a credit program to be
successful in increasing output, there must be a new
technology, markets that can supply additional inputs
and absorb additional output, institutions willing to

lend small farmers on terms the farmers consider
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attractive, and farmers willing to borrow, to invest and
to repgy loans. If these stringent conditions hold, a
credit program for farmers will lead to an increase in
thé value of output, which is the principal benefit to
a national economy. Whether the credit program is then
Justified depends first, on whether such benefits will
exceed its costs, and second, on whether the costs of
alternative programs for producing comparable results
donot indicate that such results could be obtained at

lower cost by other means.,
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Chapter Two

Approaches to the Agricultural Credit Froblems

When we approach the agricultural credit
problem, we are first concerned with the general re-
guirements for a sound system c¢f credit from the pcint
of view of the supply of funds, giving main attention
to methods of increasing the supply of credit throuzh
rural savings and promoting the smoother flow of addi-
tional funds into agriculture. Then we would proceed
to consider the conditions determining the effective
use of such funds as are provided. Lastly we have to
review the aspects of related organisations and insti-
tutions through which credit is channelled to the rural

people.

I. Increasineg the Supply of Funds

The supply of funds can be increased by
(a) promoting and encouraging rural savings and
(b) transferiing the funds from public and private
sources into ggricultures, in different ways and for

different purposes.

(a) Promoting Rural 8aving

In promoting rural saving, the main need

is to make further saving possible by inereasing rural
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incomes. But we have to note that more money will not
necessarily be saved simply because incomes are increased.
For this to occur there are three related requirements:
education and propaganda, the provision of suitable incen-
tives, and also the provision of facilities which conform
to the needs and convenience of rural people.

The educational aspect is both negative and
positive. Negatively, education and propaganda may be
directed to drawing attention to the serious disadvan-
tages of excessive ceremonial expenditure, and changing
the social sanctions which now demand such expenditure.
Positive educational measures to bring home the advantages
of thrift must be related to specific objectives likely
to appeal to the peasant, A generalized appeal, "taking
in the absent", is not likely to succeed. The receipt
of interest is some incentive but ability to get something
wanted through savings is likely to be a bigger incentive.
Although the main purpose is to increase savings for pro-
duction, the people require funds for other purposes also,
and it is better to inculcate habits of thrift to get these,
to go into debt for the purpose. In part, the problem is

to substitute money saving in an institution instead of

hoarding,
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The practical procedures for promoting rural
Savings include provision for deposits in co-operative
societies, post office savings banks and other conveni-

1 contri-

ently located agencies, the use of chit funds.,
butions to the share capital and reserves of co-opera-
tive societies, the adoption of revolving fund2 capital
procedures, and the issue of government securities and
securities of credit and other institutions in a variety
of types and demomminations. The repayment of loans by
individuals or co-operative societies is an important

form of saving., Marketing levies may be designed to

promote private or public capital formation.

(b) Transfer of Funds into Agriculture.

Public funds may be diverted into agricul-

ture by the use of tax revenue to provide services; or

1 The essence of the chit fund is the formation of a
group who agree to subscrite to the fund by instal-
ments over a period of time, after which the fund is
made available to a member by lot or auction, the
former at a fixed interest, the later at a rate de-
termined by the amount of successful bid.

2 The basic principles are, contribution by members to
the fund out of surplus, or in proportion to business
done; and, repayment to them of their contributions

by retirement of the capital they have contributed after

a numbers of years, in chronological order.
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of taxes and public borrowing to make grants-in-aid
contribute to the capital of credit institutions or
make advances to such institutions and make direct
loans to farmers through government departments. A
number of countries have established special funds for
these and other purposes.

Private funds may be made available through
investment in public loans, the proceeds of which are
used to assist in agriculture, investment in the deben-
tures and share capital of public and private credit,
marketing or other institutions, deposits in financial
institutions, the purchase of credit instruments such
as warehouse receipts, and direct loans such as are
given by merchants and money lenders.

The flow of private funds is partly a ques-
tion of the yield, partly of the power which they give
to earn other income (for example, in trade) and partly
of the risk, and the ease with which investments can be
converted into cash. A satisfactory rate of return may
conflict with the necessity for keeping costs down to
the Tarmer, and will require special attention to the
organization and administration of financial institutions

so that they operate as cheaply as is practiecable.
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Reduetion of risk to the lender is depend-
ing on sound lending practices by the credit institu-
tions, geographical spread and diversification of assets,
provision of sufficient ligquidity and the building up
of reserves. 1In developing countries, where exist no
money market and stock exchange’governmentﬁhas to exer-
cise greater responsibility in providing finance, promo-
ting the sale of securities, making available various
types of security, establishing mechanisms for discount-
ing, purchase and sales, providing gd@antees and arrang-

ing insurance.

II. Conditions of Loans

In order to have the effective use of funds
available we have to consider certain conditions involv-
ing such elements as types of loan, interest rates and
cost of credit, and convenience to the borrower. These
conditions usually differ according to different coun-

tries and various types of credit organization,

(a) Types of loans

Types of loans may be classified according
to credit need, or terms of credit, or types of security.
When we classify the types of loans by need,

there are (1) Settlement and Development credit,
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(ii) Production and equipment credit and (iii) Marketing
Credit. Settlement Credit is intended to encourage the
farmers to purchase additional holdings and to make ex-
tension, whereas development credit is to finance the
farmers for constructing dams and drainage system, clear-
ing forest and hedging, etc. Production and eguipment
credit is concerned with short term expenditure for buy-
ing farm implements and cattle, and with current expenses
for buying fertilizers and seeds, paying hired labourers,
etec. Marketing credit is meant for the expenses that
occur during transporting and storing the produce, and
awalting for the buyers. Such classification by need
has weakness, for example, buying harrow and plough can
be included in development credit as well as in product-
ion and ecuipment credit.

The most useful way of classifying the types
of loans is based on terms of credit. There are short-
term credit for working expenses, medium-term credit for
cattle, farm implements, ferm implements, farm improve-
ments and the like, and long-term credit for land purchase
and larger improvements. Generally, medium-term credit
ranges from 6 months to 3 years whereas long-term credit

ranges from 3 years to 30 years. It is necessary to
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have balance between these types of credit; and also

between these and credit for processing and market-
ing. There may be little advantage in providing more
credit for fixed capital if there is not enough short-
Term credit for working expenses to marry with it.
There may be a ceiling on the effectiveness of pro-
ductive credit unless marketing is improved and this
also will normally require more credit.

By types of security, there are farm-mort-
gage credit, chatted and collateral credit, and per-
sonal credit. When Substantial amount of credit for
long-term credit is needed, farm is usually mortgaged.
IT the mobile property such as cattle and farm imple-
ment are mortgaged it is chattad credit and when bonds
and other securities are pledged it is collateral credit.
In the case of personal credit promisory notes are used.

In addition to the above classification,
loans may sometimes be classified as individual loans
and group loans. In the case of the latter, loans are
granted on a collective basis to co-operatives on to
whole village or village tract as groups, and repayments
are made a collective responsibility.

(b) Interest Rates and Cost of Credit

Rates of interest vafy according to the types

of loans, types of lending organizations and different
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conditions in different countries., 3By economic theory
interest rate should cover the cost of capital and re-
lated expenses. It is concerned with benefit-cost
accounting.

The increase in the value of agricultural
production is not sufficient to call a credit program
a success. Credit programs are costly: and in a suc-
cesful program the value of the benefits must exceeds
the costs. Among the costs are administrative costs,

supervisory costs, alternative opportunity costs, on

:

the funds invested, default and other social costs.
The benefits are mainly the increases in production
attribulable to the program.1

The interest rates depends on market rela-
tions in the informal markets of capital. The supply
elasticity of response to shifts in demand in the in-
formal markets depends on the mobility of funds, on
lender capabilities or desires to expand clientele,
and on the ability of new lenders to enter the market.

The extremely wide range of informal commercial in-

terest rates could be explained in large part by a

1 Gordon Donald, op.cit., p.32.
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prevalence of low supply elasticities. Low elasticities
of demand would also contribute to this result, given a
wide range of probable demand levels relative to exist-
ing supply levels and a low mobility of funds and len-
ders. Tun Wai states that the urgent and inelastic
demand of borrowers and the absence of zlternative sour-
ces of credit are the principal factors that enable money-
lenders to exact very high rates of interest.

There is a concept of "pure" rate of interest
which would emerge if competition among borrowers and
lenders were very active and if there were no costs of
management. In fact, of course, such a "pure" rate of
interest never exists., The conception does, however,
raise the practical necessity of increasing the supply
by removing the inpediments to private investment through
appropriate institutions, credit instruments, and suit-
able conditions of borrowing from the public, so that
lending to agriculture can be as remunerzative and attrac-
tive as to other sectors without raising the rate to

agricultural borrowvers.

1 U Tun Wai, "Interest Rates Outside the Organized
Money Markets of Underdeveloped Countries", INF
Staff papers, July 1968, P.113, quoted by Gordon
Donald, op.cit., P.92.
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Thus, we have to consider the cost of credit
which involves such elements as (i) pure rate of interest
(ii) costs of marketing, (iii) expenses related to credit,

(iv) risk and uncertainty, and (v) monopoly element.

(1) "Pure" Rate of Interest

Cost of credit is directly related to the rate
of interest formed by the demand and supply of the lend-

ing capital.

o

(ii) Costs of Marketing

Cost of marketing credit is the cost of manag-
ing the operations of borrowing and lending. This is 2
complex operation covering the expense of acquiring and
administering funds, and other miscellaneous expenses,
the assessment of needs and security of borrowers, the
legal costs of drawing up documents, dispensing the cre-
dit and collecting interest and installments, and super-

vising the use of funds by the borrower.

(iii) Expensesccs Related to Credit

There are certain special services or forms
of assistance involving costs which are related more or
less closely to the provision of credit. The most impor-

tant of these are agricultural extension services, some
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forms of supervision, special provision for distressed

groups or areas, and provision certain tyoes of risks.

(iv) Risk and Uncertainty.

Risk may be regarded as the probability of
losses resulting from incomplete control over the pro- |
cesses with which the farmer 1s concerned. Risk enters
into the cost of credit by the extent to which risk to
the borrower is translated into risk to the lender.

The lender endeavors to compensate for his expectation
of the probability of losses by charging higher rates
of loans. Since it is the lender's judgment on the
degree of risk which will affect the conditions under
which?fends, these will be affected by the extent to
which he can gain knowledge of the factors affecting
risk, and the time, trouble, and expense involved in
obtaining it. By the extent to which lack of knowledge
leads to uncertainty, the lender is likely to protect
himself by a further allowance in the charges he makes,
or in the margin required in the security taken. Cost
of uncertainty is therefore equal to the difference be-
tween the estimated cost of risk and the amount of loss
that can occur.

Risks depend on the frequency of changes and

their rate of acceleration, difficulty to predict future
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events, actions taken to avoid or reduce risk and un-
certainty, and inagbility to estimate productive re-
sources,

Risk may be looked upon from production
point of view and lender's point of view. From pro-
duction point of view, we have to consider inherent
risks : risks due to natural causes, technical risks,
commercial risks and financial risks.

NHatural causes of loss include those due to
pests and disease and to the perishability of products
as well as weather. Technical risks arise, inter alia,
from the failure of farming methods, storage and proces-
sing, and from imperfections in transport. Commercial
risks relate particularly to price fluctuations which
tend to be increased because the long gestation period,
dependence on the weather, and other conditions cause
supply to be intractable so that it is not sensitively
ad justed to changes in demand. Financial risks have
their origin in the way in which financial transactions
are arranged, and in the inadequacy of financial means
available to the borrower to meet money commitments as
they arise.

From lenders' point of view we have to con-

sider human factors, nature of security, availability
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of information, and opportunity to spend the loans

fruitfully. Human factors involve borrower's honesty

and recommendations by others. The sounder security
and the more reliable information will lessen the risk,
whereas the less opportunities to spend the money len—‘

ded, the greater will be the risk.

(v) Monopoly Element

The necessity to rely on private, noninsti-
tutional finance is a major cause of very high interest
charges and other costs among peasant borrow;rs. This
is indicative of the great importance of the monopoly
element in the provision of credit, arising from the
urgency of the needs of borrowers, their ignorance and
lack of economic sophistication vis-a-vis the landlord,
merchant and money-lender, the knowledge and understand-
ing which the lender possesses of rural society and the
mentality of the bofrower, the convenience and flexibi-
lity of the conditions under which loans are obtained,
and the fact that credit is tied in with other services
such as marketing and providing supplies. Monopoly powers
of private creditors will not be easily destroyed and an
approach on several fronts is needed, for example, regu-

lations, land reform, education in economic matters as

R
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part of an agricultural extension system, etc.

(e) Convenience to the Borrower

We use chrenience in the strict sense, that
the conditions of the loan are accommodated to the needs
and economic and social circumstances of the borrower.
This of course, must be within the limits determined by
repayment capacity. Concerning with this problem we
have to consider provision of adequate loans for the
variety of purposes, adjusting the period of loans to
the receipt of income, choosing the forms of security
to be used, procedures for granting loans and repayment,

| “he conditions of loan mentioned so far should
be handled with the objective to use the funds available

effectively.

III. Aspects of Organization

In considering the organization of agricul-
tural credit we are concerned with two aspects : the
structure and the methods of operation. There are so
many facets to these that we cannot be comprehensive or
go into detail, but must consider only certain matters

which are of general importance.

(a) Role of Government:

Governments, either directly or indirectly,

must normally play a leading part in establishing a
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Suifable; over-all climate for agricultural investment,
encouraging and establishing suitable credit agenciles,
providing finance, supervising financial institutions,
promoting and undertaking investigations, develcping
services such as agricultural extension, marketing, edu-
cation and training, and in other ways. They may provide
finance by means of direct loans to borrowers by govern-
ment departments, the creation of special funds to assist
special categories of producers or for exceptional haz-
ards, direct investment in the share capital or deben=-
tures of credit institutions, loans to credit institutiocons
and use of credit institutions for government transactions.
The government must enact lawss governing the
operations of financial institutions and make provision
for their enforfement. Normally, in developing countries,
i1t must exércise a positive responsibility in supervising
and guiding credit institutions and in providing technical

help.

(b) Commercial Banks :

Commercial banks play a subordinate part in
the direct provision of agricultural credit to farmers.
They are not well suited to meeting the needs of small

peasant farmers. They may, however, be of great
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assistance by contributing to the capital of credit
institutions and investing in their securities, grant-
ing loans to co-operative societies, providing remit-
tance facilities and economizing in the use of cash.
They are often an important source of finance to pri-
vate merchants and money lenders. Such general funct-
ions often make it desirable to encourage the extension

of branch banking.

(c) Merchants, Moneylenders and Indiceneous Bankers.

Indigeneous bankers do not usually lend
directly to peasants to any great extent, but lend to
merchants and moneylenders. lierchants and moneylenders,
the main sourcesof credit to peasants in most under-
developed countries, possess certain advantages for the
peasant, but these are overweighted by their disadvan-
tages.

Regulgtions are necessary to control their
operations, but these are seldom enforceable or effective
unless reinforced by the strong competition of well-

designed credit institutions.

(d) Co-operative Organizations.

While, in a number of underdeveloped coun-
tries, co-operative societies have made a valuable con-

tribution to production and welfare, there have been
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many failures and the relative contribution to econo-
mic growth (in oBeratiom to national income) has been
small., Both social and economic conditions create
serious obstacles.

Nevertheless, ideally, the co-operative
society is a method of organization possessing import;
ant advantages, both social and economic over most other
forms, especially because it provides a systematic way
of promoting self-help and mutual.help. These adveantages
are such that, rather than react to the disappointments
and difficulties by defeatism, means should be seught to
overcome the obstacles, and to establish a co-operative
structure previding strong foundations in rural communi-
ties for sound credit, marketing and processing systems.

The difficulties arising from social and eco-
nomic conditions and relationships suggest that in some
circumstances quasi-co-operative forms of organization
may properly be used as a transactional approach.

For success, government must exercise a great
deal of responsibility until a co-operative system is
well established. In addition to promulgating a suit-
able co-opérative law and regulations, a government has

a positive part to play in such matters as promotion,

]
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supervision and audit, co-operative education, training,
and the provision of technical advice and finance.,

Generally, the co-operative approach is more
suitable for short-term and intermediate credit than
for long-term credit. N |

The encouragement of thrift should be a pri-
mary objective of co-operation, by deposit with socie-
ties, the bullding up of reserves and the contributions
to share capital., The establishment of central banks
by primary credit societiés extends the mutual help,
facilitates the transfer of funds among the societies,
increase the capacity to draw on financial resources
from outside agriculture, and provides a channel for
government grants and loans through the co-operative
hierarchy to individual members.

Traditionally, primary credit societies have
been modeled on the Raiffeisen type of organization,
with unlimited liability and small membership. Majo-
rity expért opinion probably still supports this view;
but a body of opinion is emerging which favors larger
socleties 1n the interest of economy of operation, with
the corollary of limited liabllity. Large societies
with limited 1liability are supported because of the
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limited success of small societies with unlimited liabi-
lity.

_ A co-operative credit system should provide
its finance from its own funds, drawing on the banking
system for temporary accommodation, The sound growth
of a system which is effective in converting statle into
dynamic ecredit will require the provision of capital by
agricultural banks, commercial banks, or governments.

It is necessary to emphasise the importance
of integrating credit, marketing, and supply. The aim,
where practicable, should be to approach this through

co-operative societiles.

(e) Supervised Credit.

Supervised credit is a term to describe a
system developed most fully in some Latin American
countries. Such a system aims at improving both pro-
duction and family living by co-ordinating credit pro-
vision with extension services, and placing special
emphasis on supervision of loans., The system involves
the prior preparation of farm production and home im-
provement plans and budgets. Supervised credit is not
an alternative to co-operative societies, but aims to

encourage the establishment of societies both for eredit
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and for ancillary services such as marketing.

While all types of farmers in an area may
be covered, the primary purpose of supervised credit
is to assist poor farmers who are potentially credit
worthy to become credit worthy in fact. It is not a
method of dispensing "soft" credit, Normally the pro-
cess is to apply a concentrated approach inam a&rea. As
the program proceeds and farm efficiency and home con-
ditions improve, the operations can become less intense
until requirements can be met by institutional credit
co-ordinated with ordinary extension services. The

program then can be transferred to another area.

(f) Functions of Central Banks.,

During the 1920s and early 1920s, a large
number of central banks were established. They largely
followed the tradition of the established central banks
in developed countries, with the quantitative control of
money and credit, and stability of exchanges as the do-
minent themes. This was an unduly restricted view of
the function of central banks and, in any casey, in the
absence of a developed money market, it was often impos-
sible to exercise these functions effectively.

Quantitative regulation, with the control of

inflation as an important arrangement, remains a matter
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of considerable importance; but the maintenance of full

employment and the promotion of economic growth have

become increasingly regarded as proper functions to exer-

cise, with greater emphasis on qualitative, as well as
quantitative controls, In this conception the role of
central banks as agencies for the implementation of
government policy becomes clearer.

In addition to doing all in its power to
strengthen existing institittons, a reserve bank should
be constantly on the watch to fill gaps in abanking or
other finanecial requirements. Its role, therefore, is
one of active leadership in financial and related mat-
ters. But there is the very real danger that the temp-

tation to create credit, with inflationary cdnsequences,

mgy increase. When gaps can be filled by other agencies,

a reserve bank may well transfer its responsibility to
thenm,
In respect of agricultural credit, a reserve

bank has an important part to play by helping to estab-

lish, strengthen and promote the extension of commercial

banking facilities and agricultural credit institutions,
improve and cheapen remittances, improve credit instru-

ments, supervise and inspect financial institutions and
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provide technical help in banking principles and pro-
cedures. '

A reserve bank may provide fingnce for agri-
culture by direct investment in credit institutions on
in various funds, holding their bonds and debentures in
its investment portfolio, and by loans of various kinds,
including the discounting of credit instruments. The
extet to which finance should be made available must be
considered in relation to the control of money supply.
Long=term lending out of a feserve bank's own funds
should be strictly limited, but it may act as an agency
'for the disbursement of funds made available by the
government by means other than credit creation.

Important complementary activities include
advice to the govermment on finanecial matters, collection
and interpretation of economic data, the conducting of
special Investigations, and the drawing of attention to
requirements such as warehousing on land reforms, which
have an important bearing on the efficacy of financial
operations. It may be of substantial help in training
schemes for officers of credit institutions and co-opera-
tives.

_The exercise of positive functions in relation

to economic development does not remove the responsibility

e



L

to curb inflationary tendencies but, on the other hand,
may increase the temptation for a government to pérsue
inflationary policies, because its reserve bank provides

a convenlent agency for deficit finance.
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Chapter Three

Historical Sketch of Agricultural Credit in

Burma.

I, Under British Rule

&8 Cheng Siok-Hwa points out, in heg book
on the Rice Industry of Burﬁa, that Burma's economy
had partly already been changed from subsistence eco-
nomy to commercial economy when the Suez Canal, which
Joins the Maditaranian Sea and Black Sea, was opened
in the year 18691. She quoted from the British Burma
Gazetteer, compiled by H.R. Spearman in the year 1880,
that as early as 1840, the rice exports from Akyab were
74,500 tons valued at Rs.1,257,000 and in 1855, the
figure rose to 162,000 tons valued at Rs.3,051,000.
The remarkably rapid development of Burma's rice in-
dustry began after the Irrawaddy - Sittang delta plains
came under British rule in 1852.2 Although it cannot
be denied® that the direct and indirect effects of the

opening of the Suez Canal in 1869 played an important

1 Cheng Siok-Hwa, The Rice Industry of Burma (1852-1940),
Singapore, 1968, P.5.

2 ("Revolutionary technical improvements in steam naviga-
tion of 1870-1880 drastically reduced freight rates
for steamers'", - Myint, Maung. Agriculture in Burmese

Economic¢ Development, University of Californis, Berkeley,
Ph.D. Thesis, 1966, P.43).
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role in the growth and composition of the rice trade,
the effects of the operation of the canal on Burma's
rice industry were not immediately significant. The
change came around in 1880, when steamer transporta-
tion to Europe replaced the sailing ships. This
period coincided with the time when the Chettyars

from India migrated into Burmal Therefore it can be
assumed that most of the Burmese farmers were free
from indebtedness and agricultural credit was insig-
nificant before the year 1880. (Some authorities
assume that Chettyars had started their money-lending
business since 1852, It is generally assumed that
1870 is the year when Chettyars took roots in Burma.)2
It is clear that with the emergence of commercial
farming, farmers needed agricultural credit in order
to expand their land for cultivation, to buy cattle,
farm equipments, and to meet current operating expenses
such as buying feed and seed, and paying hired labourers.

In addition they needed money for religious and social

| et
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customs.

The demand for agricultural credit in Burma
came from all classes of agriculturists - the hired
labourers, the tenant-cultivator, the owner-cultivator
and the landlord. The hiréd labouror seldom had any-
thing at the beginning of the cultivating season and he
had to borrow from the employer small sums of money every
now and then to be set against the paddy wages due to him
at harvest.

The tenant-cultivator often effen began the
season as empty-handed as the labourer. But he had more
things to look after, for, in addition to providing for
his family, he had to feed and house his hired labourers
and he had to obtain cattle, carts, implements and seed.
The tenant mainly looked to his landlord for loans.

The owner-cultivator had similar items to
provide for except that he had no worry about rent and
that he had to pay the capitation tax and the land re-
venue. His lenders were the professional moneylender,
the pawnbroker, the shop-keeper:, the trader and others.

It was the common practice for landlords to
lend to their tenants. Most of the landlords were money-

lenders as well. But not all the money lent by the land-
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lords was their own. Much was borrowed from Chettyars
on the security of land, houses or jewellery. These
loans were usually obtained at the interest rates of
1.25 to 1.75 per cent per month, and lent to the tenant
at interest rates of 1.75 to 2.5 per cent per month.

Types of Loans: loans may be classified

according to : (4) the form of the loan and the mode
of repayment; and (b) the period of the loan. The five
main types of loan classified in the former manner were

as shown in the following table.

Table (I )
The Forms of the Loan z2nd the Mode of

Repayment

Types of Loan Fporm of the Mode of Repayment

Loan
Principle Interest
(a) Ngwedo Cash Cash Cash
(b) Sabado Produce Produce Produce
(c) Sabade Produce Produce Cash
(d ) Sabanyun Cash Cash Produce
(e) Sabape Goods/ Produce Produce
(Pindadng ) Cash
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Ngwedo loans were the most common, Chettyars
dealt only with this type and all large loans were ngwedo
loans., The interest rate was determined, subject to the
effects of supply and demand or agreements among lenders
as to minimum rates, by the size of the loan, the time of
Year, the kind of security offered, the reliability, re-
putation and general position of the borrower, the urgency
of the borrower's need, the cost of the money to the len-
der and the skill of the borrower and lender in bargain-
ing. Small loans were charged higher rates of interest
than large loans and rates were higher in the busy season
than in the slack season. The Banking Enquiry Report gave
the usual rates of interest for locans from Chettyars of
Rs.100 to Rs.500 as 1.25 to 2.0 per-cent. per month.
Smaller loans might be charged 2 to 2.5 per-cent per
month, Non-Chettyar money lenders charged about 0.25 to
0.5 per cent higher than the corresponding Chettyar rates.
1

Variations from these, however, were very wide.

Sabado, sabade and Sabanyun loans were not

common in Lower Burma. They were found only in certain

-
areas. Sabape loans were used everywhere. Because of

1 "Report of the Burma Provincial Banking Enqﬁiry Committee,
1929-30, Vol. I, Rangoon,1930, Pp.78,79,23% and 34k,
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Their very high interestrrates they were taken by
people whose credit-worthiness was so low that they
could not get loans on other termé such rates of in-
terest for payment in kind are estimated to be as high
as 300 per cent. These loans were mostly used for small
requirements of food and seed and to provide money to
lend to labourers.

Loans may be classified according to the
period of time before repayment as shown in Table(2).

It was estimated by the Banking Enquiry
Committee in 1929-30 that the total amount of crop loans
required annually in Burma was about 200 million rupees.
Of this about 160 million were used in Lower Burma and
the rest in Upper Burma. Two-thirds of all crop loans
in Lower Burma and about one-sixth in Upper Burma were
provided directly or indirectly by Chettyars. Rough
distribution in time of the 200 million rupees required
yearly was as follows : about 30% taken in April to June,
50% in July to September and 20% more before harvest.
Binns made another crude estimate for the post Depression
years, and his calculation showed the total requirement
to be roughly Rs.100 million when the paddy price was
Rs.100 per 100 baskets.
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Table (2)

Classification of Loans According to the Period

of Time and their Purposes

Types of Loans Period Purposes
(a) Long-term more than Purchase of land, the
5 years financing of the more

costly improvements, the
acquisitions of expensive
equipment and the repay-

ment of large debt.

(b) Intermediate- 2 to 5 Purchase of cattle or carts,
term years house-building and the 1li-

quidation of smaller debts,

(¢) Short-term 7 to 9 Current culfivation expen-
(Crop loans) months ses for agricultural opera-
tions and the living expen-

ses of the cultivator and

his family.
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Among private moneylenders in Burma there
was no clear distinction between loans according to the
period of repayment. Loans were usually allowed to Tun
so long as interest payments were not too irregular and
the security remained adequate. Only the government,
some co-operative credit societies and Dawson's Bank
attempted a time classification.

The usual forms of security were land, houses,
gold, jewellery, cattle, carts or the standing crops.
For large loans, the usual form of security was a land
mortgage. For crop loans the most usual form of security,
if security was given at all, was a pledge of gold. Cattle,
carts and standing crops were used as security on a small
scale.

Borrowers of loans which were not accied
by a mortgage had to executive an'on demand' document,
that is, a promissory note payable on demand. For crop
loans there was an understanding that the demand would
not be made till harvest. But if at harvest the borrower
failed to pay at least the interest on the loan, either
payments were postponed till the next harvest or the bor-
rower might be forced to make a fresh 'on demand' or a

mortgage made for the principle and interest together,




or court action might be taken to recover the loan.

Causes of Indebtedness :

Indebtedness consisted of long-term loans
intermediate loans and (state) crop loans. The impor-
tant-causes of indebtedness described in the Report of
the Burma Provincial Banking Enquiry Committee were

grouped by Cheng Siok-Hwa as under:*

A. Factors, over which the cultivator had no control.

(1) Change to a money economy
(i) Development of the land
(iii) Viecissitudes

(iv) Rise in paddy prices

(v) Difficulty of saving.

B. Loans used for unproductive purposes.

(1) Religious and social customs
(ii) The Burmese character

C. Mismanagement of loans
(1) Abuse of credit

(ii) speculative ventures

* Cheng Siok-Hwa, op.cit., Pp.177-185.
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D. Conditions under which loans were made

(i) Attitude of lenders

(ii) High rate of interest

Change to money economy : When subsistence economy gave

way to one based on money, the whole way of 1life of the
Burmese was changed. Paddy was sold and the money used
to buy the things the cultivator could no longer supply
himself or which were more convenient them home-made
articles or which appealed to the Burmese strong love for
novelty. Due to the rapid change from a subsistence to

a money eccnomy, the people scarcely had time to learn
how to use either earned on borrowed money to the best
advantage.

Development of the land : The rapid conversion of jun-

gles and swamps into paddy fields could not have taken
place without the investment of a large amount of capi-
tal. The pioneers found they had to resort to money-
lenders in order to buy seed, implements, carts and cattle,
to pay for general living expenses for the family, to

feed and advance loans to hired labourers and to pay taxes.

Vicissitudes : There were the risks of drought, flood,

pests, illness, low prices, cattle diseases, and many

other misfortunes, which could ruin him.
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Rise in paddy prices : There was a fairly constant rise

in paddy prices throughout the whole psriod except dur-
ing the first World War and the early 1930's. Land
value rose corresponding. Since the prices of most com-
modities were §eared to the price of paddy, this meant
that the rise in paddy prices did not lead to a rise in
real income. Cultivators came to expect a steady in-
crease in paddy prices all the time and this attitude
Tended to discourage thrift and to encourage extravagent

expenditure.

Difficulty of saving : Cultivators rarely put aside money
to meet emergencies. Saving banks were few and found

only in big fowns. There was the risk of loss through
theft, fire, flood, etc. There was the temptation to

use it uneconomically, Relatives, neighbours and friends
would press for loans. Big contributions would be expected
for religious ceremonies, village festivals and other
soclal activities.

Religious and social customs : Marriages, funerals,

Shinbyu (entry of boys into the monastic novitiate) and
earborings for girls all led to the spending of consider-
able sums of money. Substantial contributions were made

towards the upkeep of priests monastries, pagodas, shrines,
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etc., and for the pwe or open-agir theatrical performan-
ces.

Character of the cultivator. The bourgeois ideal of

economy as a rule of life parsued with a view to fi-
nancial security makes little appeal to the Burmease
agriculturists. His essential requirements are simple
but he is always at any moment to expand the range of
his expenditure to the limits of his credit. There is
an old saying-that "Even an elephant would be bought if
it is an credit "The posession of money is to him an
opportunity to be used in a manner dictated more by the
chances of the moment than by conscious choice.

Abuse :c of credit. The result of the rapid increase in

the amount of money handled by and within the reach of
paddy cultivators was extravagent spending and abuse of
credit. The temptation to spend beyond one's means and
improve one's standard of living was great and this was
especially so after a-with a good harvest and good paddy
prices.

Speculative venture : With the steady increase in paddy

prices especially during the period 1900 to 1908 many

owners of paddy holdings borrowed money to buy a second
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hold, mortgaging both the o0ld and the new holdings, in or
order to produce more paddy. But should any financial
erisis occur, as in 1907, money lenders would call in

their loans. Many borrowers then lost all their land

or sold off the new holding and still had a mortgage on
the o0ld holding.

From about 1910 many agriculturists indulged
in the practice of storing paddy through rains in the
expectation of a rise in prices. In 1917 when the impo-
sition of war control led to a fall in the price from
Rs.115 in February to Rs.85 in October, many suffers
heavy losses and had to part with their land to pay their
debts.

Attitudes of lenders : Money lenders in most cases were

not interested in whether the cultivator could repay or
not, so long as the security was good. No attempt was
made to encourage improved methods of farming by borrowers
and to see to it that loans were used for productive pur-
poses. No distinction was made between cultivation expen-
ses, long-term loans, fixed capital and emergency needs.
The system of taking repayments of loans by instalments

at each harvest was practically unknown so that borrowers

were not given any help in building up an improved position.

e
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Moneylenders, mainly chettyars swere known to
persuade cultivators to borrow. This encouraged the
cultivators to secure credit for in excess of the
amount which they could profitably employ.

High rates of interest : The rates of interest

charged were much higher than comparable rates in most

part of India. The most usual rates were 1.25 to 1.75

per cent. per month for lo;ns ~mon .o best type of secu-

rity, i.e., land or gold, with higher rates in other

cases. Rates on unsecured on sabape loans were 5 to 10

per cent. or more per month., Chettyars, a small group

of people with close racial, social, religious and other

ties, could make agreements easily to fix minimum rates.

If a cultivator was not able to repay promptly, the com-

pounding of large amounts of interest, also bearing in-

terest at a high rate, made a default happen easily.
Whatever the cause may be the agriculturists

had financial difficulties when therec were crop failures

on decreases in production. Then they had to pay compound

interest which often was higher than the principal itself.

At the end of the nineteenth century, 20 years after the

Opening of Suez Canal, nearly 20% of the land had already

been occupied by non-agriculturists and many owner-cultiva-

tors became tenant cultivators #Who had to borrow more money

at higher: rates since he had no land to be mortgaged.
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At the fall of 1930, the great world-wide
depression had effected Burmese farmers. The demand
of the chief customers - India, Ceylon and China -
decreased and consequently the prices of rice drastical-
ly fell. Although the average price of rice was Rs., 2@
per 100 baskets in 1926, it was Rs.133 at the fall of 1930.
It continued to fall down to Rs.50 in the year 1933. Most
of the cultivators could not pay their debts and many of
them had to give up their land to the landlords and capi-
talists. |

The Banking Enquiry Committee reported that
in the year 1929-30, the total debt of the agriculturists
was approximately between 500 million and 600 million
rupees, It was also reported that 86% of the cultivators
was in debt. The detail conditions can be studied in the
following table.




Table (III)
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Conditions of Caltivators, Indebtedness in

1929 - 30%

Types

Percentage

1.

2.

Cultivators free from debt,
having cattle and rice stock
for consumption in the coming
year.

Cultivators who could repay
their debts by cash in hand

~ and sales of paddy.

5'.

Cultivators whose debt was
less than half the value of
land owned.

Cultivators whose debt was
more than half the value but
less than the value of land
owned.

Cultivators whose debt was
greater than the value of all

the properties owned.

—— —— ———— — —

*
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U Tin Gyi classified the causes of indebted-
ness, in his Report of the Second Revision Settlement

of the Ma-U-Bin Distriet of Lower Burma, as follows :

1. Purchase of land and settlement of

mortgage 19 per cent
2. Repair of land 2 n n
3. Purchase of cattle 10 ® n
4, Investment in land L ©® on
5. Investment in other trades 3 n "
Be Donafions and ceremonies 1 n n
7. Crop failure 19 n n

8., Illness, law suits and other misfortunes 2 " n

9. Paying compound interest for

unsettled loans 2 n n
10. Unidentified causes 38 w n
1@

. — ——— — —— A ———— —

Such causes and heavy indebtedness led to loss

of land by agriculturists and land tenure problems.
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Table ( 4)
Jistribution of Annual Average Acreage of

Agricultural Land by Type of Cwners in Burma,

from 1901 to 1939,

Area Area owned by Totzl
owned by non-agricul-  Agricultural
agricul- turist Land
turist
Period _ S
Acre % Acre % %
1901-1905 10,073 86.1 1626 13.911,699 1@
1905-1910 12,150 84,6 2,208 154 14,358 100
1910-1915 14,346 85.2 2,497 14.816,843 100
1915-1920 14,654 84.1 2,776 15.9 13430 100
1920-1925 14,611 81.7 3,265 183 17875 100
1925-1930 14,786 80.0 3,78 200 18,494 100
1930-1935 13,494 71.6 5,361 284 18,855 1@
1935-1940 12,875 66.6 6,464 334 19,399 100

Sources : Annual Reports on the Land Revenue Administration

of Burma.,
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Sources of Loans

There were four sources :(1) Private money-
lenders (ii) Covernment (iii) co-operative societies

and (iv) Banks.

(i) Private money-lenders: Private money-lenders were

the most important source of loans for cultivators. In
the early year of the British rule they were the only
source. In Lower Burma about two-thirds of the loans were
provided by chettysrs, while much of the rest were tent

by Burmese, Chinese and ilon-Chettyar Indians. Chettyars
were less important in Upper Burma however and most loans
were there magde by Burmese.

The chettyars : The opening of Chettyar businesses in

Burma followed the establishment of British rule. It was
estimated by the Banking Enguiry Committee in 1929-30

that the total amount of capital lent by Chettyars amounted
to about 75 million rupees. About two-thirds of this went
to agriculture. 1In certain Lower Burma districts, Chett-
yars provided more than 99 per cent of zl1l direct crop
loans. The proprietors of Chettyar firms (more than 1,600
in number) normally resided in Chettinad in India and paid
visists every now and then to their firms in Burma. These
businesseswere run by agents who were engaged on a three

‘Year contract. Usually, two agent took turns in Tupning

e

the business.
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Chettyars normally lent cnly to people who
could offer good security. Long-term loans were not
provided for. Chettyars provided directly and indirect-
ly more than two-thirds of all crop loans in most of
the districts in Lower Burma. From about 1930 the Chet-
tyars greatly restricted their money-lending activities.
The amount of money lent shrank drastically from about
500 million rupees to about 100 million rupees. The
Chettyars, like moneylenders all over the wWorld,had been
both praised and condemmed. Some claimed that without
Chettyars’capital Burma's rice-producing capacity could
not have developed at such a rapid pace. Others that
the price paid by Burma was teo high. In fact, while
Chettyar rates ranged between 9 to 15 per cent on loans
when land served security, the rate charged by:government
through co-operatives was also 15 per cent.*

Burmese lenders. All over Burma there were

numerousindigenous moneylenders, most of whom were
Burmans. Burmese who lent on a small scale were usually
cultivators while lenders on a considerable scale were
generally landovners as well. Everywhere loans were given

by landlords to their tenants and were regarded as part

* Myint, Maung, Agriculture in Burmese Economic Development,
University of California, Bakeley, rh.D.
Thesis, 1966, Pp.176-177.
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of the land-letting business. There were also profes-
sional Burmese money-lenders. BSut few operated on a
Scale comparable to that of Chettyars. DBurmese lenders
were sometimes accusad of deliberately causing a borrower
to over-reach himself in order to get possession of his

land.

Non-Chettyvar Indians and Chinese monevlenders.,

Indian moneylenders were of all kinds and
came from various parts of India. In the Irrawaddy and
Pegu Divisions, and a few Upper Burma districts, Chinese
provided a great deal of credit, partly by straight loans
but chiefly by selling on credit, Many of the village
shop-keepers were chinese as were nearly all pawnshop

owners in the country.

(ii) Government Loans.

- The Government of Burma supplied loans

direct to agriculturists under the Land Improvement Loans
Act of 1883 and the Agriculturists' Loan Act of 1884,
Long-term (20 to 35 years) Loans could be obtained under
the former act for works which improved the land, de-
fined as adding to the letting value of the land, such as

the construction of wells, irrigation or drainage channels,



67

etc., and these loans were repayable by instal{ments.
But these credit facilities were little used. The
maximum amount of loans advanced under this act was
only Rs.246,000 in the year 1923-24, 1In other years
the amounts were not more than Rs.60,000.

There was a long time-gap between application for and
award of loans caused by enguiries into the security
offered and whether the proposed improvement would be
both feasible and remunerative. Moreover, since such
works usually benefited many individuals it was extreme-
ly difficult to organize the repayment of loans by a
large number of joint borrowers.

The Agriculturists' Loans Act 188%, enabled
the government to lend to ‘owners and occupiers of
arable land, for the relief of distress, for the pur-
chase of seed or cattle or any other purpose not speci-
fied in the Land Improvement Loans Act but connected
with agricultural objects. Though the loans under
this Act were much more significant than lLoans under
the first Act, it was found that they proved popular
only in tracts where the market value of 1and was low
and where loans from the usual moneylenders were diffi-

cult to obtain. The maximum amount of loans under the
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Agriculturists' Loans Act of 1884 was Rs.45,92,000 in
the year 1931-32. 1In other years the amounts were not
more than Rs.2,5000 O0C. except the year 1920-21.
Table (5).

The rate of interest was comparatively
very low, being 10 per cent.1 per annum for long-term
loans and slightly higher of other loans. However, there
was much red tape and delay, requiring frequent atten-
dances at the township office. Then there was the need
to persuade the village headman to recommened the loans
and to bribe various persons to see that the papers were
dealt with. Binns states in his Agricultural Economy in
Burmaj; '"lMoney tended to stick to the hands of Township
Officers, clerks and village headmen on its way from the
treasury to the borrower". The supply of money was never
enough for all applicants, which meant that there was un-
certainty both about getting the loan and its amount.
Also, the loan could not be taken by instalqments as
required, so that there was not as much saving in interest

as the difference in the rates would suggest. Another

1 Up to 1926, the rate of interest was 6.25 per cent.

KD ¢
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Table CS)

Amount of Loans idvanced Under the Land Improvement

Loans Act 188%, from 1904-05to 1938-39

Year Amounts of Loans
(in thousands of rupees)
1904-05 2
1905-06 L
1900-07 11
1915-16 5
1916-17 15
1917-18 13
1918-19 7
1919-20 L
1920-21 38
1921-22 26
1922-23 60
1923-24 246
1924-25 21
1930-31
1931-32 13
1932-33 2
1933-3% 2
1934%-35 1
1935-36 5
1936-37 —
1937-38 2
1938-39 2

Sources : E.G, Pattle, "Some Factors Affecting the Economics
FPosition of Agriculturists®, Agriculture in Burma,
Rangoon, 1927, Pp.111,117 and Report of the Commi-~
ttee on Land and Agriculture,

Part I1I, 79. Quoted
by Cheng Siok-Hwa, op.ecit,, p.190.




Table (6)

Amount of Loans advanced Under the Agriculturists!

Loan Actrof 1884, from 1900-1901 to
1936-1937.

Year amount of Loans
(In thousands of Rupees)

1900/1901 111
1905/1906 676
1910/1911 918
1915/1916 1299
1916/1917 1255
1917/1918 92k
1918/1919 1283
1919/1920 1191
1920/1921 3161
1921/1922 1877
1922/1923 1521
1923/1924 2206
1924/1925 2422
1930/1931 955
1931/1932 4592
1932/1933 159k
1933/193k 85
1934/1935 394
1935/1936 360
1936/1937 480
Sources : The same és téble (5.
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disadvantage was that there was a definite date for
repayment and, finally, moneylenders lent larger
amounts in proportion to the value of the security

given.

(iii) Co-operative Credit

The co-operative movement in Burma was not
a spontaneous growth from among the people but was
government-inspired and government-led. In 190%, the
Co-operative Societies Act was passed and the Govern-
ment of Burma appointed a Registrar (Mr. H. Fielding
Hall) to supervige and direct the co-operative move-
ment generally and set up a Department of Co-operative
Societies to help him. The first co-operative banks
were formed on the principles of Schultz-Delitsch's
City-bank. Then these credit societies were reformed
on the principle of Mr. Raffeisen's village bank. Lastly,
Co=operative credit societies in Burma were formed along
the line of Luzatti's principles.

It was at first intended that the capital
of the societies should consist of the share capital
and deposits from members and from government loans
(the amount of which would equal the share capital and

deposits). But the amounts collected, double by
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government contribution, were not sufficient to meet
the needs of the societies and deposits were sought from
private individuals, mostly govermment servants. This

led to form: - Central Co-operative banks. The first one

was established in Pakokku district in 1908. It was

based on 45 co-operative societies. In 1910 Upper Burma
Central Union Co-operative Bank was established in Man-
dalay. It was renamed the Burma Frovincial Co-operative
Bank Limited, in 1920. The Bank collected funds to
finance the primary credit societies. Such central banks
were formed in Pegu, Prome, Henzada, Tharrawaddy, Moulmein,
Yamethin and Mandalay districts.

As the movement grew. the central banks had
to deal with numerous and widely credit societies with
which they had no close contact and of whose affairs
little was known. Therefore societies were grouped into
unions whose functions were tgfgccessZ%he credit and
gurantee the borrowings of the affiliated societies.

Each union composed of at least three societies. Besides,

Pioneer co-operatives which granted their members the

free and virgin land were also established in the year
1914-15. Each co-operative village consisted of 25 to

50 members and each m@mber get 25 to 40 acres free from
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land revenue in the first three years. Long-term, in-
termediate term and short-term loans were advanced to
the members. The government advanced loans to the so-
cieties at an interest rate of 6% per cent and the so-
cieties took 15 per cent from the members.

Due to many reasons co-operative societies
were in difficulties round about 1930 and many were in-
solvent and liguidated. But from December 1935 onwards,
reconstruction of 0ld societies began. This second phase
of the movement was definitely more promising. Coopera-
tion was no longer confined to provision of credit. Steps
were taken towards organized co-operative marketing of
agricultural produce. Members' dues were collected in
kind, thus facilitating repayment, and members' crops
sold in bulk so that cultivators obtained better prices
for their produce. Croﬁ loans given by the Co-operative
Department were fully recovered every years. It was es-
timated in 1925 the total number of members (95, L405) of
unlimited agricultural credit societies was less then 5
per cent of the total number of persons eligible for mem-
bership. But there is no doubt that if the movement had
been better organized right from the start the numbers

involved and the role that could have been played by
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co-operative credit in solving the more pressing pro-
blems of agricultural finance would certainly have been
much larger. Unfortunately the war cut short the move-

ment before it had time to establish itself firmly.

(iv) Bank Loans:

Dawson's Bank was the only European-owned

joint-bank which dealt with direct loans to agricultu-
rists. It was established in 1905 and had its head-
quarter: in Pyapon and branches in other parts of the
delta. It advanced about 2.5 million rupees annually
in loans on mortgage security to the more substantial
class of land-owners.

Imperial Bank of India made contact with
two central banks in order to grant Rs. 1 lakh of agri-
cultural loan. Moreover, Imperial Bank and other banks
also lent Chettyars. Chettierad Bank had 35 branches
through which agricultural loans were granted. In addi-
tion there were also partnership banks established by
private investors. They borrowed from other institutions
at low rates and lent the agriculturists at higher rates.
The interest rates of the banks varied from 6.25 to 12

per cent. per annum,
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Vv. Estimates of loans recuired.

During the twenties the Chettyars had some
Rs.300 million out in long-term agricultural loans and
Rs.200 million in seasonal loans almost all to the cul-
tivators of Lower Burma.1 Their interest rates ranged
between 15 and 36% a year. A further Rs.50-100 million
was lent mnnually by Indian, Chinese and Burmese money-
lenders and traders in poorly secured seasonal and month-
"1y loans (Sabape or pindaung) to peasants and farm la-
bourers at interest rates equivalent to a:range of 13
to 30 per cent a month. This total level of private
farmer credit of Rs.450-600 million in the late twen-
ties was roughly equal to the harvest value of all crops,
which was estimated at Rs.570 million in 1929, and to the
value of exports of farm products, which was Rs.425 mil-
lion in that year.2

The state lent during the twenties an aver-
age of Rs, 1.7 million a year, while agricultural Co-

operative societies lent a maximum of Rs. 20 million in

1 J.5. Furnivall, An Introduction to the Political Economy
of Burma, p.16 ouoting estimates of the Banking
Enguiry Committee 1929-30.

2 U Aye Hlaing, Economic Paper Mo, 14 and 21, University
of Rangoon, November, 1958, p.16, quoting estimates
of Professor R.M. Sundrum.
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1925, the two sources thus supplying together under 4

3

per cent of farm credit demand.

IT1. Under Japanese Rule

The conditions of agriculture was in dis-
tress due to the effects of the Second World War. There
were political instability, insecurity, absence of money~
lenders, shortages of cattle and labourers, damages of
irrigation systems, high cost of cultivation, etec. All
these resulted in drastic fall of agriculture production.
But the prices of rice was very low whereas the prices
of other commodities were inflated.

At that time the chettyars had gone back to
India and the Burmese moneylenders and landlords were
unwilling to lend money. Therefore the agriculturists,
especlally the tenant-farmers, were greatly in need of
- money, Although the Ministry of Agriculture had arranged
to grant Rs. 5 million of agriculture loans in order to
cultivate 9.3 million acres, the plan could not be imple-
mented effectively,

In August 1942, a bureau for co-operatives
and State Colonies (formerly pioneer-cooperatives) was
formed by few government servants. In the year 1942-43

more than one thousand co-operative societies were

—

3 H.V. Richter, "State Agricultural Credit in Postwar

Burma", The Malayan Economic Review, Vol. XII, No.1, |
April 1968. p.105, SRR ’
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reviewed and reorganized. At the end of the years 1943,
there were 1222 agricultural credit societies through
which the Burmese Government under the Japanese rule lent

Rs.53,201 to the cultivators.'

I1I. Independent Period (1948-1962)

When Burma gained her independence, Chettyars
went back home. Land holdings became small due to the
Land Nationalization and Redistribution in 1953-5%, Con-
sequently, there were no long-term loans. The Parlia-
mentary Government lent agricultural loans in various ways
in order to produce more paddy. The paddy cultivators
obtained 80 per cent of total loans granted by the govern-
ment. There were three types of loans : (i) Co-operative
loans (ii) General Administratives loans and (iii) State

Agricultural Bank loans.

(i) Co-operative loans.

The amount of money alloted by the parliament
was supervised by the Commissioner of Co-operatives and
it was lent to the co-operative societies through the
officials of co-operatives department. When Stateg

~Agricultural Bank was established in 1953, these loans

1 J.R. Andrus, 'Burmese Economic Life, 1948, Pp.29,93.




78

were supervised by the bank.

Co-operative credit societies were im-
portant for the finance of agriculture. In the year
1945, there were 1,599 agricultural cooperative cre-
dit societies and they lent Rs. 6 lakh to the agricul-
turists. According to the two year plan in 1947. Co-
operative societies were encouraged, ané there were
2000 agricultural co-operative credit societies at the
time when independence was gained and it was projected
to lend more than 340 million rupees.

Since the money lent by the co-operative
department was that allowed by the Government, the
Agriculﬁural Bank (the State's agent) had to issue it
to the co-operatives. Township co-operatives' officials
gave the loans to the members through the village credit
societies. Although there may be two or more villages
in a village-tract, only one credit society is allowed
to be formed. The bank took an interest rate of 6& per
cent and the credit society took 12 per cent from the
borrowers. 1f the loans were not repaid fully by a
village credit society, no new loans was made to that
one., However, if there were natural catastrophes, the

loans could be repaid by instalments,
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Table ( T )

The Amounts of loans lent by the Co-operatives

*
and Amounts Repaid.

(in millicn kyats)

Sr.No. Year Amount Amount

Lent repaid
1 1949-50 1.7 1.6
2 1950-51 4.0 3.7
3 1951-52 8.8 8.0
L 1952~53 13.9 127
5 1953-54 14.0 11.8
6 195L-55 1.9 10.8
7 1955-56 11.3 10.0
8 1956-57 11.0 B2
9 1957-58 0.6 0.5

* [g50o28EC8: go: eq: 0w St QR EGo o s SABu
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Since 1953 it had been experimented by the
State Agricultural Bank to lend the money through the
village banks and it was found more satisfactory. There-
fore, from 1957-58 onwards the agricultural loans were
not issued through the co-operative credit societies and
up to now the Bank issues the loans through the village

banks.,.

(ii) General Administrative Loans.

These were the loans granted by the general
administrative body¥. The amount of money alloted by
the Parliament was supervised by the Commissioner of
Finance and lent the cultivators who were not the mem-
bers of co-operative societies, through township and
sub-divisional officers. After the establishment of the
State Agricultural Bank, these locans were supervised by
the Bank,

Before 1950 the system of loan disbursement
was not different from that of the pre-war period. The
borrowers had to apply for the loans through the village
headmen and township officers. Generally 5% of the
amount of loans awarded was to be bribed to the headman,

clerks and officers among whom it was shared proportion-

ately.




81

There were two types of loans. The first
one was the long-term loan under the Land Improvement
Act and the second was short-term loan under the Agri-
culturists' Loan Act, both of which were issued accord-
ing to the Agriculturists' Loans Manual of 194k4. Up to
1953 both of these loans were supervised by the Finan-
cilal Commissioner. When the State Agricultural Bank
was established in 1953, the short-term loans were
handed over to the Bank. No loan was awarded to those
tenant-farmers who had no cattle.

In the year 1950, the government introduced
a new system of loan disbursement. By this system, the
fund alloted by the Parliament was distributed to the
District Land Committees according to the order of the
State Land Committee. The district and township Land
committees alloted the fund to the village land committees
from which the village agriculturists had to draw the
loans. The rate of interest was 6 & per cent. The
whole village-tract had to take the responsibility of
repayment.

In 1952, there ocurred Pyidawtha (Welfare)

Committees and there was a little change in the system

of loan disbursement. The amount of losns needed was
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to be applied by the village tenure committee through
the proper channels-township, district and divisional
pyidawtha committees to the State Agricultural Bank.

The Bank then took the approval of the State Land Com-
mittee and traced back down to the village. It was

the responsibility of the village Land Committee to
disburse the loans, Then such responsibilites were
taken by the village credit committees formed under the
State Agricultural Act. The members of these committees
were no other than the members of the political party

in power. There still were the problems of bribery and

corruptions.,

(iii) State Agricultural Bank.

The Bank was set up in June 1953 with a
share capital of Ks.50 million and its branches were
also opened in Mandalay, Pegu, Insein and Hanthawaddy
distriets.

The objectives of the Bank are as follows:
(a) To lend the cultivators for the cost of cultivation

in time through simple channels,
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(b) To base the lending business of agricultural loans
at village level and make the cultivators have the
sense of responsibility, and educate them to have
the knowledge of financial management.

(¢) To encourage self-reliance attitude and habit of
saving.

(d) By using the habit of saving and co-operative sys-
tem, it is intended to strengthen the financial
position of the village.

(e) To encourage the establishment of co-operatives for
the welfare and better standard of living of the

cultivators.

To fulfill the above objectives, the bank
set up the following departments.
(1) Seasonal loan department
(2) Short-term loan department
(3) Co-operative loan department
(4) Long-term loan department and

(5) Govermment agent department.

(1) Seasonal Loan Department: This department was

concerned with the loans for cultivation expenses and
living expenses of the farmers. These loans were dis-
bursed at the beginning of rainy season and to be repaid

at the harvest time. Such loans could bé given for the
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following purposes.
(a) To buy seeds.
(b) To buy paddy for (wunza) food.
(¢) To pay the agricultural labourers for replan-
ting, harvesting, etc.,
(d) To keep up with the local standard of living.
(e) To be used for other seasonal matters concerned

with agriculture.

The borrowers had to give 12 per cent in-
terest to the village bank from which the State Agricul-
tural back charged 6 per cent interest, and the rest was
for the village bank's fund. Thus it was intended to
build up the capital of the village banks.

(2) short-term Loan Department. Short-term loans were

intended for buying cattle and agricultural equipments.
The term varied from 3 to 5 years. In 1954-55 the Bank
started to give such loans. However, the amount of such

loans was rather insignificant.

(3) Co-operative Loan Department. This department su-

pervised the loans given by the cooperative society as

stated before.

(4+) Long-term Loan Department. Long-term loans were

to be advanced for construction of wells, irrigation or

drainage channels, clearing jungles, etc. The term
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could be extended up to 15 years. However, such loans
had never been advanced since the time when the Bank
came into operation, in order to avoid the Bank's capi-

tal being sunk for a long period.

(5) Government Acent Department: The Bank acted as

the agent of government in these areas where the Agri-
cultural Bank Act did not operate. The amount of fund
alloted by the Parliament was to be issued to the culti-
vators by the Bank through the district officers, co-
operatives, village credit committees and land tenure

committees.

Since 1953 village banks had been formed in
certain villages which had no insurgents' disturbances
and had repaid loans regularly in the past. In addition
to these banks, those co-operatives composed of at least
75 per cent of the cultivators were given agricultural
loans by the Bank. Those farmers whose crops failed to
large extent were allowed to postpone the repayment - -
another one year. Those village banks and co-operatives
which had loans in arrears were not to be given new .
loans. However, some villages which had natural dis-
turbances such as adverse weather were exempted from this

rule and allowed to postpone the repayment. The amount
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of new loans was considered according to the amount of
repayment. By 1958, financing through the co-operatives
was stopped, after which State.Agricultural Babks chan-
nelled its funds only through the village banks.

Initigally the Agricultural Bank started with
4 branches and 50 village banks. By 1959/60 it had ex-
panded into 25 districts with 1870 village banks.1 Although
increase in the number of village banks might seem impres-
sive, and loans issued by the Agricultural Bank likewise
steadily increased from Ks. 5 million in 1953/54% to K.h3
million in 1959/60, there was no appreciable increase in
the total agricultural loans prdvided by the government
over this period. Except for 1959/60,when it increase to
over Ks.70 million, the totals amount of loans for the
most part stood at between Ks. 43 million and the Ks.55
million (Table (8) ). What had taken place therefore
represented a re-channeling of loans through the Agricul-
tural Bank rather than an expansion of volume.® This re-
channeling was undoubtedly desirable as the Bank was a

more suitable institution to issue loans, and arrears had

1 The number of village banks reached 2,090 by 1960/61.
2 Maung lyint, op.cit. P.180.
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Government Loans to Agriculturists

(Ks. in million)
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1

Year Total Direct (Adm:) Agri: Credit Agr: Bank
Socleties
Loans Returns Loans Returns Loans Returns Loans Returns

1952/53  55.0  39.5 %04 26,2  13.9 12,7  emee —m--
1953/5% U, 3 38.9 34.0 21.0 14,0 11.8 53 5.2
195%/55  52.1 39.7  26.9  17.1 118 10,8 12.5 11.1
1955/56 42,7 35.8 16.1 1.6 11,5 100 150 137
1956/57 48.3 39.4 18,1 12.2 11.0 8.2 18.9 18.7
1957/58 46.0 40.7 22.7 179 0.6 0.5 22.5 22.1
1958/59 56.5 50.3 270 21.2 ceee coes 29.0 28.6
1959/60 73.1 517 29.8 19.1 scoe ceoe 42,8 42,3
Source : Agricultural Abstracts of Burma : 1962-63, Table 20, p.37.

1 Detail classification, see Appendix
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consequently been reduced.1

Many of the loans made by the Bank and by
other govermment agencies were granted on a collective
basis to co-operatives cor to whole villages as groups,
and repayments were made a collective responsibility.
This system proved to be failure2 and was dropped in

1959, while the bank ceased to lend through coopera-
tives in 1958.

4, Causes of failure to repay loans in arrears.

Causes of failure to repay loans in arrears
may be classified as follows :
(a) Poverty of the agriculturists.
(b) Natural hazards uncontrollable by the culti-
vators.
(¢) Lack of proper supervision by the department
concerned.,

(d) Carelessness and ignorance of the borrowers.

1 The repayment was 81% for the period 1952/53 to
1959/60, Maung Myint, op.cit. p.180, foot note. Some
authorities believed that about 75 percent of the
loans advanced annually were recovered.

2 U Aye Hlaing, op.cit., P.8,
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(e) Disturbances by the insurgent troops.
(f) Loans in arrears had been written-off.
(g) Government loans only formed a small propor-

tion of the needs of agriculture.

Among these causes poverty of the agricul-
turists was the most critical problem. As the eccnomic
conditions of the agriculturists were unfavourable, they
could not repay the loans after harvest even though they
were willing to do so. As is known, the nature of agri-
culture involves a lot of risk and uncertainty. The
fortune of the cultivators mainly depends on weather.1
Besides there are dangers of pest, insects, cattle di-
seases, etc. When such factors cause crop failure, there
is no hope for the cultivators to be able to pay aback
the loans.

Collections of co-operative loans and bank
loans were in better condition than that of administra-
tive (direct) loans (Table 8 ). The officers con-

cerned from the administrative departments had a little

1 By 1959/60, out of 17 million acres of cultivated
land, there were only 720,000 acfes of irrigated
land and 97700 acres of land that can be saved from
flood by dems.

CSosvdwos s 1 2P g1 c0SLB: 1 00 Jogu
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contact with the borrowers and due to the lack of pro-
per supervision there were misappropriations by the
village committees.

On the other hand, the cultivators them-
selves were careless and ignorant. They were ready to
sign any papers without knowing what was written in,
and they would not bother to ask for receipts when they
paid back the loans.

Disturbance by the different insurgent troops
was one of the important causes of the farmers' inability
to pay back the loans. Since 1948 there had been insur-
rection all over the country, especially in the states.,
There was no security for the farmers to work well on
their farms. Such condition engendered decrezse in
output of farm produce. The insurgent troops usually
seduced the farmers not to pay back the government loans.l

Moreover, the sizes of land-holdings of big
tenants-farmers were reduced after land distribution
in 1953/54 so that they could not pay back the loans

taken before.

1 Large insurgent bands were broken up by 1952-53.

2 The 50 acre legal maximum applies to rice and sugar-
cane lands., Ttor "Ya" land, the maximum is prescribed
at 25 acres, and for "Kaing" land 10 acres. The

average sizes of land holdings were hetween 8 and 12
acres,
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In the year 1951, 75 million kyats of debt
had been written-off by the government. This occasf{ion
made the farmers think that the government would take
such action again. Therefore they thought that it was
not necessary to pay back the loans.

Lastly, government finance only formed a
small proportion of the needs of agriculture, so that
peasants were not unduly concerned with a possible sus-
pension of these loans due to arrears on their part.

Professor U Aye Hlaing, workiﬁg on 1953
census data which showed that cultivation costs for
paddy ranged between Ks. 21 - 31 per acre and for other
crops between Ks. 23 - 171, estimated that, for the 16.2
million acres of land then under cultivation, a volume
of K5,350 million in loans from all sources should be
adequate to meet current expenses of cultivators in Burma
proper.1 It was estimated that in 1953 and 1954, under

Ks.250 million was borrowed by the farmers from private

1enders.2

1 U Aye Hlaing, op.cit., p. 5 and Appendix, Table III
(Walinsky's estimates of Ks. 300 to 400 million for
the 1950s!' merely represents adjustment of Binns!
figures for the/go%d increase in prices. p.29)

)

2 Ibid. Pp. 16 and 21.




92

The interest rate of the private moneylenders
was 36 per cent with security,land it was between 50 and
75 per cent without security. The interest rate for
"sababe" varied from 150 to 200 per cents. These free
market rates were higher than in prewar:c days due to the
shortage and and high risk of farm credit. (Postwar Le-
gislation fixed the legal maximum annual interest rate at
18 per cent). According to a survey in Pegu district in
1960586 per cent of the cultivators was still in debt.

On the average each household annually borrowed about
Ks.660 for the cost of cultivation, i.e., Ks.61 per acre.’

Hence, the question of agricultural credit has
remained largely unsolved in Independent Burma. The gap
left by the disappearance of the chettyar from the rurzal
sector has not been filled and government loans for the
1950's which were only for short term purpvoses, accounted

for a meagre 16 to 18 per cent of estimated need.

1 8809,8: go: eq: DeRIY! v 5GB: t 020q1t L exo &
eng: qfdde eq: 5280 9fE emofnwdwos: g
ﬁm&ﬁ5:go:eq:we@me&w&gégéz§Qgé:@qé#é
qemo@wéoqo:@c@oé:“ooyﬁyemoﬁﬁéqéu

2 Maung Myint, op.cit., p.81.
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" Bichter from Australian National University
comments that "

" ——- agriculture is relatively neglected in the
state investment programme in spite of its dominating
role in the country's economy, while government policy
is hardly designed to encourage capital formation by the
small holders themselves. Economic incentives for the
more market-oriented farmers to increase output has been
largely ignored. The low state buying prices for paddy
has not been increased significantly since 1948, and
other produce prices have remained legally (although not
actuaglly) controlled. No subsidies have been granted for
commercial inputs, such as fertilizers and insecticides,
which the present slender farm profit margins have ren-

1"
dered high risk investment.

1

H.V Richter, op.cit., Pp. 101,102,
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IV. Independent Period (1962-1978)

The Revolutionary Council took over the
state power in 1962 and emphasized the welfare of
the peasants. Many changes and improvements were made
in the field of agricultural credit. The interest
rate taken by the Bank was reduced, volume and types
of loans were increased and lending system was changed
from time to time in order to lessen the prevailing
weaknesses and improve the credit system.,

In the monsoon of 1962, the rate of loan
per acre of paddy was increased from Ks. 8 to Ks. 12,
By 1963 the amount was increased to Ks.25. The rate
of loan for other crops were also increased. From
April 1st. 1963, the rate of interest was reduced to 9
per cent out of which the Bank takes only 3 per cent _
and the rest is gdded to the share capital of the vil-
lage ba.nk.1

1 To be a member of the ¥illage bank, each farmers
has to subscribe Ks, 5 for 5 shares valued at K.1
each. In addition to interest, the village banks
collect 1 per cent from each borrower as a saving
deposit. The funds of village banks are deposited
in three deposit accounts, (i) share capital depo-
sits, (ii) a profits deposit account, and (iii) a
savings deposit account. The Bank pays out small
amounts annually to each village bank to meet con-
tingency expenses and for wri%ing gp acc?unts. The

contd., ...
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The Farmers' Rights Protection Law was pro-
mulgated on 25 March 1963. By this law, the cultiva-
tors has legal immunity against seizure of their land
under suit. It also protects their persons against
arrest for debt and all their working property, such as
cattle, tools, and produce, from seilzure or attachment
by private personsg against debt settlement, gave under
inheritance suits, In the same year the domestic and
foreign trade of paddy was nationalized.

During this yédar, the Revolutionary Council
introduced two types of loan new to the state credit
system : harvest loans and funds to finance credit pur-
chases by agricultural labourers. Ks.100 million was
allotted in a.complex but well-meant attempt to assist
the country's two million landless. Under the scheme
farm labourers were permitted to purchase foodstuffs on
credit up to the value of Ks.200 per family during the
season. The loan was to be taken only in kind, in ins-
tal{ments of Xs.20 per month, and had to be underwritten

by the borrower's employer. The program proved a failure,

ees (contd.)

total amount to the credit of these accounts was

gfarly K83 96 million by the year 1972 (Appendix




96

mainly because of the strict conditions attached, and
ohly Ks.300,000 was taken up that year. There has
>since been no mention of its continuance.1
On 2nd. November 1964 the government began

a programme of advance purchase of paddy, in effect a
state-run pindaung scheme., Ks.117 million was alloted
for this purpose by the State Agriculture Bank, suffi-
cient to purchase some ten percent of the country's

rice harvest at official prices. Under this programme,
cultivators were allowed to sell forward from one to
five baskets of paddy per acre, subject to a maximum of
one hundred baskets, at the full price for early delivery
for that grade of rice.2 The quantities thus sold for-
ward were deducted from deliveries made to officisl pur-
chase depots of the State Agricultural Marketing Board,
and this seems to have greatly hindered the already cu-
bersome procedure and to have encouraged cultivators to
sell on the black market., The advance purchase programme
was therefore dropped in November 1967 and the government
ﬂreverted to the harvest loan system, under which the loan
rate per acre was raised to Ks. 10 per aere. In the year

1972-73 advance purchase programme was again carried out

1T B.V. Richter, op.cit., P.112.

2 TForward, 15 October 196% and 1 November 1964 quoted
by Richer, P.113.
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through cooperatives and it was handed over to the
Trade Corporation I in the following year.

On 10 October 1973, the Ministry of Trade
made an announcement concerning with paddy procurement,
by notification number 48, This announcement contained
four main points. First of all, the purchase prices for
paddy were increased,‘by groups and grades of paddy.
Secondly, compulsory quotas to be sold to the government
were prescribed according to the size of holding and rate
of yield. The third point was concerned with the list of
townships responsible for compulsory sales and the fourth
point allowed the farmers to manage the surplus freely
as they liked. Dr, Mya Than from Research Department,
Economic Institute, made a comment that it would benefit
only to those farmers who worked on more than 8 acre (per
yoke) of farm and it could not be beneficial to the small
farmers.1

Since November 1973, the paddy procurement
programme has been launched throughout the country. A

committee of local officlals from State Land and Rural

1 cdfmofgns: 1 odk ofw eqo8: gueqpo2gdnpdgo
n el vSgdosmnb: 1y eowsgoetr 8: o eq:

g PSt oeqogpdu
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Development, Agricultural Corporation, ete., around plant-
ing time, visit villages and fields and review with vill-
agé leaders each farmer's cultivation plaﬁ% yield pros-
pects, On their first visit, they agfee on tentative
paddy quotas with each farmer. Agailn before the harvest,
they visit the areas and agree on farm quotas for the sea-
son. Based on assessed acreage and yield, the farm quota
is determined by published schedule. The schedule is pro-
gressive, taking an increasing proportion of the harvest,
The " Compulsory quota system " (Partial Compulsory Deli-
very System) forms a system of progressive taxation, Un-
fortunately in actual practice the procurement system does
not often operate in this manner. In practice, the com-
pulsory quotas are not observed by farmers. Some paddy is
delivered by each farmer by agreement with the local autho-
rities but the amount that is delivered is much smaller
than prescribed and may even vary so that the progressive
taxation element is eliminated. In 1978-79, some farmers
had to sell "surplus" in addition to the quota in order
to meet the planned targets of their respective townships.
This discouraged those farmers who worked hard and had
surplus after fulfilling their quotas.,

The advance purchase of crops sold to the

government under the quota system is a partial substitute
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for seasonal credit. Advance payment for paddy procure-
ment was increased from K.35 to K.50 per acre in 1975-76
and has since been increased to K.70 per acre. The
amount of the advance is deducted from the sale of the
quota paddy to Agriculture and Farm Produce Trade Cor-
poration (T.C. I)., Since 1978, the Bank1 has resumed
the responsibility of lending operations.

During this period the form of organization
and the lending system by the Bank were changed from
Time to time in order to be compatible with the chang-
ing conditions. By April 1963, the Chairman and Secre-
tary of the village land committees were assigned to the
Bank Committee composed of five members. Under the su-
pervision of district and township security and adminis-
trative committees, loans were disbursed directly to
the farmers at their villages, by the loan teams.

The loam teams were supposed to encourage
the purchasé of farm inputs by having quality seed,
fertilizers, and tools, ready for sale when dispensing

credit. They were also as part of thelr soeial role,

1 In 1970, the State Agricultural Bank formed in 1953,
was incorporated into the People's Bank and then was
taken over by the Union of Burma Bank. The State
Agricultural Bank became the Agricultural Finance
Division of the Union of Burma Bank. 1In 1976, the
Union of Burma Bank was reorganized and the Agricul-

tural Finance Division was renamed, "Myanma Agricul-
tural Bank,®
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supposed to have food stuffs, textiles, household uten-
sils and so on for sale at low prices. Supplies had
thus for been too short for either'policy to be effect-
ive.

The amount of loans advanced annually was
more than K.3® million during the period 1962-63 to
196465, By 1965-66, the amount of loans advanced was
reduced drastically due to the substantial amount of
default. The reasons for such default were not much dif-
ferent from those mentioned befofe. However, we have to
note that the increase in the volumes of credit offerred,
the promulgation of the Farmers' Rights Protection Law,
and the impression of the early Peasants! Seminars might
also have some negative effect on the repayment of loans.
Although protection against actions by the government for
the recovery of debts was specifically excluded under the
Farmers' Rights Protection Act, no legal actions had been
taken seriously until 1973,

As shown in the table ( 9 ), the amount un-
Paid was more than 50 per cent in every year. With the
View to remedy this situation, a new lending system was
introduced in 1965, Before 1965 loans were advanced to

individual cultivators and the responsibility to repay




Amount of Loans_Advanced,and Amount of

Loans in Arreqrs,*from 1961-62 to

1965-66 ]
(In Mi7, Kyats)

Sr.No, Particulars 1961-62 196263 192&- 196 1925
1 Opening balance 9tk 153,97 353.% %17,0 ¥y )
2 Loans advanced during | | _ | _ N
| the year 152.2 358,14 357.5 324.3 128,3]
3 Total loang advanced 243.6  515.4 710.9 741,3 5#2.7
L Amount que during the | ;

year 3.9 1942 wpp g Wiy |
5 Amount paid during | g = kel o éi
| the year = 89.9 158.7 243.9 326, 9 21’3-"
6 Balance of amount v e | f
unpaid 1937 353.% 47,0 4y, 358.7
7

Percentage of amount

Unpgiqd,

63-1 6900 5807 5509 62-?5 e

In the winter

It was known gg¢
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"Wain-Gyi-Gyoke" system ,the system of requiring col-
lective security for loans., In order to implement
the system, debts were classified as "old debt" and
"new debt", 01d debt meant the amount of loans in
arrears before the fiscal year 1964-65, and new debt
meant 1964 winter loans and 1965 monsoon and winter
loans which were in arrears. 01d debts could be paid
by 5 instalments in 5 years. According to the new
system a village-tract could borrow only under the fol-
wing conéitions. _ o
(1) A village-tract must have paid at least

75% of the combined amount of the first instalment for
the 0ld debt and the new debt. |

| (ii) In a village-tract which had crop failure,
it must be not less than 75 per cent of the totgl amount
when the amount unpaid due to crop failure was added
to the amount paid for both old and new debts,

(iii) If the provisions in (i) and (ii) were
fulfilled, the village-tract had to take the responsi-
bility to pay the balance of debts by two instalments
in two years.

(iv) In addition the village-tract was respon-
sible for the repayment of the following loans and
debts -

- the new loans that would be advanced in

1966 monsoon.,

e
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- the amount of the first instalment of the
balance of debts expressed in (iiil.

- the second instalment of the "old debt".

_ _There were also conditions specified for in-
dividual farmers.* The weakness of this system was that
those farmers without any debt could not obtain loans
since there were others in the same village-tract, who
did not pay the amount due. Therefore, in 1967 the
"Wain-Gyl-Gyoke" system by village-tract was dissolved
and the *Wain-Gyi-Gyoke" system by village was practised.
(Sometimes called as "Wain-Gale-Gyoke", )

~ According to the proposals of the peasant's
representatives at the 1968 Peasants' Seminar, the new
rules for giving credit were issued by the government,
New banks were formed with those farmers who céuld fulfil
the individual conditions and money were lent to them
under the new "Wain-Gyi-Gyoke! system,

In February 1969 ammendments for the rules
and regulations of the State Agricultural Bank were
made and new village banks were formed., Those village-

tracts which had five or under five villages in each

* Rfesndw el 129 J-1 coS5uB: 1 02 jeq!
Jeopddu
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had to form the village bank committee composed of five
members; at least one representative from each village
must be included in the committee., In those village-
tracts which had more than five villages in each, the
number of the village bank committee's members depended
on the number of the villages composed, since there must
be one representative for each village. These new vil-
lage banks could operate better than the o0ld ones in
which some members of influential villages had more voices
and practised bias for those whom they represented.

When monsoon loans were given in 1970, the
'"Waln-gyi-gyoke' system was run not on the basis of vil-
lage but on the basis of solvent members of the bank in
each village. Formerly 15 per cent of the bank's profit
was allowed to the members of the bank committee as col-
lection fee, only when the village could pay back all
the loans., From 1970 on-wards one per cent of the amount
collected was allowed to the executive committee.

In 1971, '"Wain-gyl-gyoke' system based on
the whole village was resumed and monsoon loans, harvest
loans and winter loans were given.

It has already been noted that after the na-
tionalization of rice trade in 1963, the govermment had
to make advance buying of paddy through the State
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Agricultural Marketing Board. Although the government
had increased the purchase prices for paddy from time
to time as shown in the table (10)y:, the black market
prices were always far ahead of the officlal prices
(appendix H ), and black marketing of paddy trade
became popular, and administrative actions had to be
taken strictly. |

Before 1964-65 and during 1972-73, there
were no price discerimination for different grades and
quality of paddy. Such discriminations as first class,
second class and third class grades were specified, and
special high quality, first class high quality and se-
cond class high quality were classified as well in each
group of paddy, during the periods 1965-66 to 1971-72
and 1974-75 to 1978-79.

From 1964 winter to end of September 1977
the total amount of loans advanced and due was nearly
1330 million Kyats and the amount repaid was 1180 mil-
lion kyats, the balance unpaid being more than 150
million kyats. As the amount paid was nearly 90 per
cent it might be said that the improvement in collection
system was satisfactory. (Appendix & )

Although the amount of loans advanced for

per acre of paddy and paddy prices have been increased,




106

Table ( 10 )
Purchase Prices of Paddy by Groups, from 1961-62
*

to 1974=75
__Per 10 baskets (Kyats)
1961- 1962~ 1966~ 1967- 1972~ 19;&- 974~ 1977-
Group 62 63 67 68 73 75 78

‘.. ABmatka (Ordinary)320 330 360 378 448 634 955 955
« Ngasein (") 300 310 340 358 425 6@ 900 9@
- Ngakywe (") 375 385 W15 433 51k 726 1090 1090
“w Kyauk-Hnyin (") 290 300 330 38 413 58 875 900
'« Medon (") 315 325 355 373 442 625 940 940

cnfps cq: emo2Edd emofpwdwed: ¢q: 92 cw2E QB gd
g2: 1 GEovoBqfwéné: ofdSt o emTedgoeqSt 056
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general price level for ccnsumers?! goods alse has in-
creased round about threefold in the open market, ARd

the black markets for paddy still exit,

In additioen to leans from village banks,
there are other seurces of agricultutal credit : the
Agricultural Cerperatien, the Industrial Development
Corpoeration, the Agr@eultural Mechanization Uepartment
in the ministry of Agriculture, the small Leans Divisien
of the Union of Burma Bank, and the private money—-len~

derse

The Agri;ultural Cerporation supplied
farm inputs on both credit and cash basis for certain
plannec creps. The value of input sales for credit is
given below, Defaults had been heavy, The percentage
recovery ha@ been oniy 30 percent in the years 1970-71

and 197172,

The Industrial Development Cerperation made
short—-term loans for:growing sugar cane. The Agricultural
Mechanization Department ran 88 tractor hire stations
throughé& the country, and undertock ploughing and har—

rowing of fields for cultivation of special crops on a
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_Table (11)
Value of Inputs Supplied on Credit
(Million Kyats)

Year Fertilizers Seeds Insecti~ Total Annual Percentage
cides Reco-
very

_ Amount
1968-69 32.1 2.6 0.9 35.6 19.3 54
1969=70 12,4 2.9 1.2 16.4 7.3 45
1970-71 9.7 k.2 1,2 15.0 4.6 31
1971=-72 19.5 0.9 2.0 224 647 30

Source : Agricultural Corporation.

credit basis. The charges were Ks.18 per acre turn for plough-
ing and Ks,12 per acre turn for harrowing, recoverable at
harvest. Of about Ks.6 million annually, on average only

66 per cent had been recovered for the period 1963 to 1971
(Appendix .S . ). Tractors, ploughs, offset harrows were

sold by this department to co-operatives in five install-
ments payable in 5 years, tractors in two installments pay-
able in one year., Power tlllers and water pumps were sold

to village co-operatives, group of farmers and to individual
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farmers on cash basis. The sales were made in co-ordi-
nations with the People's Council.

The Small Loans Division of the Union of
Burma Bank also provides loans for farmers through govern-
ment pawnshops which were nationalized in 1963, Interest
rate of 2 = 3 per cent per month are charged even with
Jewellery placed as collaeteral. No estimate of private
money lending i1s available, but it is estimated that far-
mers still rely on private money-lenders for at least 40O
per cent of their credit needs. These private money-len-
ders are mainly relatives, other farmers on local town-
ship inhabitants, Although they charge rates which are
higher than the government pawnshops, they are often pre-

ferred since less red tape is involved.
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Chapter Four

The Socio-economic Conditions of the village

under study

Without having some knowledge of the socio-
economic conditions of the village under study, it is
incomplete to‘ggées; the role of finance in the develop-
ment of the farms cultivated by the farmers in this
village.

The village is about 40 miles away from
Rangoon and it is situated on the highway from Rangoon
to Prome. It is about 9 miles away from both Hmawbi
anleaikkyi. In the former town there exists the Agri-
cultural Garden and two factories, one is a brick factory
and the other is a football factory which is under cons-
truction. Close to the village is a big village called
Myaungtaga, once a sub-township, where a purchasing
depot of Trade Corporation (1) exists. Since there are
buses and trucks coming to and from Rangoon all day long,
the village kag easiy access to Rangoon,

The village has a total population of 558,
out of which 25h\are male and 304 female. The number

of difference between male and female is more significant
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in those age groups under 12 years and above 60. Even
in the age group between 18 and 60, which may be assumed
as the working age group, the number of female is more
than 50 per cent. The total working age group in this
village is less than 53 per cent.1 Bable 12 ).

Table ( 12 )

Population Structure by Age Group

Age _ Male Femgle Total Fercentage
Under 6 - 48 57 105 18.82

B - 12 25 54 79 14,15

12 - 18 36 31 67 12.02

18 = 60 143 152 295 52.86

60 Above 2 10 12 0.15
Total 254% 304 558 100. @

1 As the result of high birth rates and high mortality
among the young, population patterns are less favour-
able to output per head of population. If the work-
ing age group be taken as 15 to 59 years, the poten-
tial labor force is 59 to 62 per cent of the total
population in North America, Europe and Cceania, as
against 5% to 56 per cent of the rest of the world.
The comparison is even more unfavourable to under-
developed countries if the working age be regarded as
fr?% 15 to 65 years. Dr. Horace Belshaw, Bl Cifey
p- .
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There are 113 housing units and 127 house-
holds. Generally, the housing units of the farmers
are better than those of the farm labourers. There is
one semi-pacca byilding owned by a farmen, a member of
his family is a retired headmistress of the village pri-
mary school. There are about 10buildings with corrugated
iron roofs most of which are owned by non-agriculturists
such as the village manager, teachers and shop-keepers.
Most of the buildings, even the small ones, have wooden
floors. Nearly all of the housing compounds have wells
which are not very deep. The main occupation of the vil=-
lage is paddy farming, but a sustantial number of house-
holds, 44 of the total 127, is engaged in other occupa-
tions and 27 households earn their living as farm labourers.
About one-fifth of the heads of the house-holds are female
(Table (13) )e Almost all of the farmers work on
one or two acres of gardens or "Ya" from which they get
side~income-in times of adverse weather such income is
more than their income from the farms,

Most of the other occupants are gardeners,
office-workers and teachers. Although the gardeners
are not more well-off than the farmers, office workers,

teachers, shop-keepers and black-smiths seem more well-
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Table ( 13 )

Number of Housing Units, Occupation Structure

and Number of Dependents

No, of No. of Heads of the ! Pependents Total
Housing House  house_holds Populati
Units holds

Male Female Male female

Farmers 51 56 L8 '8 78 133 267
Farm-labourers 21 27 ol 3 31 70 128
Others L9 Ll 31 13 42 77 163
Total 113 127 103 24 151 280 558

off than the farmers and gardeners. 0Udd-job workers, of
course, are the poorest in the village. By the occupa-
tional structure it can be said that there is occupational

differentiation to some extent in this village.



Table ( 14 )

Other Occupations

14

Occupation No., of Households
Gardeners 1h
Office Workers 10
Teachers 8
Odd-job workers 8
*Shop-keepers 2
Black Smiths 2
Total Ll

* There are four shop-keepers : two of them are too small

to be counted and included in odd-job group.)
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When we study the status of the dependents
on the different occupations, we find that the numbers
of female dependents is nearly two times greater than
the number of male dependents. Except in the age group
of 12 to 18 years, there are more females than males.
It is striking that the number of female dependents are
more than three times greater than that of male depen-
dents in the age group of 18 to 60 years, which is assumed
as the working age group; approximately two and half
times in farmers' family, nearly seven times in farm-
labourers' family and 3 times in other occupants' family.
(Table (15) Je This fact points out that there would
not be shortage of transplanters in this village.

We can further find out that the dependent
ratio for the farmers is 3.8, whereas it is 3.7 and 2.7
for the farm labourers and other occupants respectively.

In this village, like other villages of lower
Burma, the nationalization and redistribution of land had
been done in the fifties. The village tract, composed of
two other smaller villages - Ywathagone and Nyaunggone,
has 1808 acres of land for paddy cultivation. Of ef these
acres, 1672 acres were cultivated in the year 1978-79

and due to the failure of crops only 1535 acres were
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cultivated in the following year. The 56 farmers of
Myauk-chawgone village cultivate about 600 acres of
land. The average farm size of this village is about
10.7 acfles although it has been 12 acres at the time
of nationalization and redistribution. Some farmers
has given back their farms due to the lack of ecapital,
farm equipmenhts and crop failure. HNow the smallest

number of acres is 3 and the largest is 23.

Table ( 16 )

Different Farm-sizes Cultivated by Farmers.

Farm-size No., of farmers
(acres)

0 = )'1'099 ,+
5 - 9099 16
10 -14.99 28
15 -19099 6
20 - above 2
%
Total 56

* According to the bank-loan records, there are 62 farmers,
5 of them are not the residents of the village and the

other one, a dependent who 1s working on 4 scres of land,

is not listed as a farmer.
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In table ( 16 ) we can find that half of
the total farmers are working on between 10 and 14+.99
acres of land. OCut of them 22 farmers have 12 acres
each. This number of acres was recognized as per yoke
of bullocks at the time of land nationalization and re-
distribution.

Most of the farmers have gardens which are
originally pastures or farms. There are about 45C acres
of pasture land in the village-tract. Some people of
Myauk-chaw-gone village specializes in gardening, grow-
ing flowers and vegetables which are marketed in Rangoon.
Both the farmers and gardeners sown sessamum On one OT
two acres of land which may be pasture or farm. OCne of
the leading farmers, sn innovator and probably the
richest one, tried to sow ground-nut as second crop in
the past five yearé. Unfortunately hewas not successful
due to the unfavourables weather. Other farmers do not
try to grow groundnut even though the condition of their
soll type is favourable since the cost of cultivation
is too high.

Out of the 56 farmers, 18 of them have no
bullock-carts and some of them have even no plough and

harrow. foreover, there are only 7 mechanical harrows
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in the whole village. These facts indicate that some
of the farmers in this village lack farm equipments.
However, one of the farmers, the innovator, owns a
power tiller (tractor) which cost Ks.17,000. It con-
sumes about one gallon of diesel oif to till per acre
of land. It is hired at the rate of Ks. 40 for tilling
per acre.2 During last year many cattle suffered from
digseases and some farmers had to hire the power-tiller,
Another farmer has a water-pump of five horse-power.
The purchase price was Ks.6850 and it is hired at ©s.5
per hour. It takes 3 to 6 hours to pump water for an
acre of land, depending on the condition of the soil.
One gallon of diesel coil can be used for 6 hours.

In the east of the village there is a dam
called Aung-myin-gone:-, It is zbout 2% miles away
from the village and it could supply water for 500 acres
in the past. Due to the lack of maintenances it can now
supply only for 300 acres. The shortage in water supply
1s also caused by the Phugyi Water 3upply Project. There

are two small creeks from which water is available for

1 The official price of vwhich was Ks.3 per gallon last
yvear.
2 The official rate for a tractor is Ks.12.
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the farms of this village. One of them is in the north of the
village and the other one in the south. The former is known
as Kyun-gyaung-chaung and the latter is Myaung-ta-ga-chaung.
Kyun-gyaung-chaung is usually dry in summer. There were
shortages of rain in the late season in the past two years
and some farmers who could not afford the cost of hiring
punping machine had to face crop-failure.

buffaloes
Most of the farmers had bulloeks and some have

g&#ﬁ:igés. There are 7% buffaloes and 2% bullocks, 32 parrs
of the former and 32 pairs of the latter. There are 51
baby-buffaloes (male 16 and female 35) and 29 calves (male
27 and female 2). In addition, there are 16 female-buffaloes
and the same number of cows. Some farmers use even the

female-buffaloes on their farms. There is no one who specizlizes

in dairy farming that is more risky and demanding occupation.

1 Including those who are not living at the village.
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Although no one earns one's living from
poultry, almost every househcld keeps two or more hens.
There are 914 fowls, one pig and 19 ducks. At lyaung-
gone village1 which includes in Myaut-chaw-gone village-
tract, there are nearly 800 fowls, 57 pigs and 149
ducks. Most of the people of this village are Karens
and some of them are christians whereas almost all of |
the villagers at Myaut-chaw-gone are Surmese-Buddhists,

There are only 6 families of Karens and only one Indian
who earn his living as an agricultural labourer. From
these facts we can note that the racial and religious
factors might be the causeSof no interest in poultiry
farming in the village under study.

Such absence of dairy and poultry farmings,
lack of capital, insufficient farm equipments, non-
availability of enough water lead to poverty of the
village as a whole although there are few relatively
rich farmers. The village economy is a mono-crop eco-
nomy and the source of its side-income is gardening
only. However, the village has been recognized as a

model village since 1977 and the minister of agriculture

1 Nyaung-gone village has a total population of 300.
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himself visited the village in the previcus year. 3Be-
sides, this village is included in Hmawbi township
which is one of the townships for cultivation of spe-
cial high-yield paddy on a township-wide basis where
scientific methods of cultivation such as transplant-
ing of correct seedling age, closer planting, proper
and balanced use of fertilizers together with organic
manure and integrated pest and disease control are to
be employed. In this township it is expected to achieve
an average yield of 56 baskets paddy per acre this sea-
son., The average yield of per acre in this village was
not more than 20 baskets in the past season. In order
to reduce the guota of compulsory sales of paddy, some
farmers gave back certain acres of land which has low
productivity and this results in increase in the numbers
of fallow land acres.

As stated before, the village has zocd trans-
port facilities. 'Moreover, there are 20 radios and 7
hewspapers as public media. It seems that communication
1s not a problem in the development of this village.
There is also an agricultural manager who is the native
Oof this village. However, most of the farmers rely on
their own past experiences rather than the advices of the

agricultural personnel and they are generally not willing
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to accept the scientific methods of cultivation due to

high cost or lack of
One of the
this village is that

ones, are interested

of the villages is more than 95%.
pupils at the village primary school is 87 (31 boys

and 56 girls).

capital.

significant facts concerning with

the villagers, except the poor

in education.

Table (XVII)

The literacy rate

The total number of

Primary Level of Education by Class and Sex

Class No. of pupils Total
Male Female

Kindergarten 7 28 35
1st Standard 10 14 oL
2nd Standard 7 7 14
3rd Standard 5 8
kth Standard 2 &
Total 31 56 87
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In the above table, the decreasing number
of pupils in the higher classes indicates that there
are a large number of érop-cuts during their primary

left

(e N

schooling. More than 50% of the pupils enrolle
the school before they complete their primary education,
This fact is an indicator of the villagers' economic
condition. A child can be an income earner of the house-
hold by looking after the cattle, receiving 5 baskets of
paddy for each cattle.

There are about 20 children who cannot
attend the Primary School and learn at the monastery
which is in Ywa-tha-gone, close to the village. There
are 3 monks at the monastery and they have no influence
on the socio-economic matters of the village.

Some people who can afford the expenses of
education send their children to the middle school,
which has joint high school, at Myaung-tagg. Last year
there were two high school graduates. Alsc, there are
2 university students, one is attending her M.Sc class
and one is a correspondence student in economics. There
were 3 graduates who left the village after their gra-

duation and serve as teachers in other plzces.
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Like in other villages the political struc-
Ture of the village consists of the village peoples!
council, the peasant asiayone, the co-operative bank
committee and the co-operative committeé. The village
peoples! council as well as the bank committee is headed
by an authoritative 69-year oldman related tc many of
the villagers. He has good relationship with the party
and council members of the township as well as with his
villagers. He has headed this village since the year
1962, In Hmawbi township he is the only cne who ecan
stand at his post without a break throughout the long
period of 17 years. Most of the members of the council
and committee are at the age of more than 35 and there
are only 4 members who are under 301. There seems to
exist no tussle for power between the o0ld and the new
leadership.

‘The socio-economic conditions of the village
seems to be static and no inner-generated force for the
development can be expected. Therefore, changes in the
€conomic conditions of the village may be rather slow

although there exist some trends of progress in the

e

1 There are 19 members, some of them have two or more
Posts in the council and committees.
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social sector. At such conditions, the agricultural

credit, bank loan, of round about Ks 40,000 per year

cannot be sufficient for a take-off purpose. lNever-

theless we have to find out the differences in devel-
opment among the farmers some of whom are financially
favourable and some are unfavourable.

The farmers in this village have four
sources of finance nowadays. The first and the most
important one is the Agriculture bank, the private
money lendérs form the second source and the pawn shop
.at Myaung-taga is the third source, village shop keepers
are the fourth and the least important source.

The interest rate of the bank is 1% per
month, the licensed pawn-shop take23% per month. The
interest rates of the money lenders vary from 40 to 60%
per séason or per annum depending on the closeness be-
tween the lender and borrower. Although the shop keepers
dornot take interest they usually raise the prices when
they sell on credit terms and such prices are generally
25% higher than the normal ones. The private money len-
ders are living at Myaung-taga and Shwe-Mya-Yar-gone
Which is 14 miles away from the village. Even at Myaut-

Chaw-gone there are two or three money lenders who lend
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only to their close friends and relatives.

Most of the villagers have not the habit of
taking monthly credit, but they have to take 3 or 4 days
credit when they have no ready cash, and they usually
repay it by the income from odd-jobs. The: shop keepers
say that they don't want to sell on such credit for which
they have to wait for the whole season. The villagers
have to rely on the shop-keepers since the co-operative
shop can sell only limited items such as rice and kero-
s€ne. Even such items as suger, soap and ¢andles are
often out of stock at the co-operatives shop.,

The financial circle of the farmers can be
illustrated as shown in the following diagram. t is
the general scheme of the financizl circles of the far-
mers at the village under study. As shown in the dig-
gram, loans from the bank and money lenders are mainly
repaid from the income (output) of the farms. This dia-
gram points out that lack of credit to agricultural la-
bourer makes the financial burden of the farmers heavier,
and income from gardening helps the farmers to adjust

their financial flow during the season of paddy growing.
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Chapter Five
Findings, and Anglyses of the Village Under

Study

I. Generagl Chargcteristics of the Sampled Farmers

The total acreage owned by the 30 sampled
farmers is 359.63 acres, which is nearly 5% percent of
the farm area cultivated by the farmers of the village.
The smallest size of holding is 4 acrez and the largest
is 24 acre. On the average the sampled farmers hold
nearly 12 acres of land, which was assumed as per yoke
area ¢ at the time of land distributlion. However, these
farmers worked on only 322.75 acres in the year 1978-79,
and thus the average number of acres cultivated was not
more than 11. The distribution of lands by number of
sampled “farmers is shown below.

The total yield was 9,463 baskets of paddy

and the average yleld per acre was 29.32 baskets., Out

1 The yoke area is neither a technical nor an economic
unit, as it was simply defined as the amount of land
available for redistribution divided by the number of
qualifieéd applicants.
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Table (138)
Distribution of Land by Number of Sampled Farmers

Acreage(acre) Number of Farmers %
-< 5 3 10

5 =« 10 8 26

10 - 15 1 57
15 - 20 3 10
20 £ - | 2 7
Total 30 100

[According to the table ( 1%‘) the size group of 10 - 15
acre is the largest (57%);]

of these 9,463 baskets, the farmers had to sell 5,609
baskets as quota sales and another 283 baskets as
"surplus" sales. Approximately 62 percent of the yield
was sold to the government. The average yleld per acre
was very low for those farmers who cultivated under 5
acres, They complained that the weather was adverse for
fhem.
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Table (19).

Sown Acre and Output

Farm ' Total Output Output P ]
size Acres sown % (baskets) % %baskets:

A1 11.00 3.k 117 1.2 1 0. 64
5 -10 64,00  19.8 1,698 18.0 26.53
10 - 15  159.75  49.5 4,543 48.0 28 .
15 ¢ 88.00  27.3 3,105 32.8 35.28
322,75 1.0 9,463 100.0 29,32

. There were six farmers who could not fulfill
their quotas from their own output and they had to buy
from their relatives and friends at the price of Ks,.1000-1200,
The gross income from paddy, for the sampled farmers, was
round about Ks.89,600. The total cost of production was
about Ks.65,700 excluding depreciation and imputed labour
cost, thus leaving only "ecash" surplus of round about
Ks.23,900. There were 10 farmers whose net "cash" income

from paddy was negative. Five of them had no cattle. (It
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is not necessary to mention that agricultural cost and
income data should be studied with care since the far-
mers generally have the habit of overséating their cost
and understating their'ingome.)

The balance Sheet of the sampled farmers can

be shown as follows :
Ks

1
(2) Income from sales : Ks

Sales to the government 53,028

Sales-outside 36,596 89,624
(b) Cost of labour:

In kind 17,127 o

In cash 17,818 34,945

(¢) Cost of inguts2 ' 16,422

(d) Cost of hiring catt1e3 71455
(e ) Land Tax 1,270

(f ) Interest on Loans 5,608 65,700

(g) Balance 23,924

———————— — —
—— . — " ——— —

Note: 1. Paddy for 'wunzg' (consumption) is not deducted.
Paddy sold to the government and paid to labourers
in kind is priced at Es.900, and the rest of out-
put is priced at open markei price, i.e.,

Ks.1000 - 1200, _ o
2, Paddy for_seeds is not extluded in calculating
~ income and it is included in cost of input.
3. Cost of hiring cattle is usually paid in kind.
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The sampled farmers preferred local improved
varieties to foreign high yield varieties., All of them
sowed Po-kaw-gyi whereas 20 of them sowed Shwe-ta-soke
of which were distributed by the Agricultural Corpora=-
tion. The other varieties sown by the sampled farmers
were Sein-ta-lay, Shwe-wa-tun, Ye-bgw-sein, Zi-yar,and
Taung-pyan. The yields varied from 4 baskets per acre
to 50 baskets per acre. Cultivation costs varied great-
ly, of course, according to the type of land and soil,
farm size, and techniques employed.

The highest yield (50 baskets per acre) was
from a farm of 15 acres cultivated by the man who seems
to be the richest farmer in this village. He owns a
Semi-pacca building and a power tiller. He spent 32 per
cent of the bank loan on fertilizer and used 25 baskets
of seeds for his farm of 15 acres. (Other farmers ge-
nerally used only one basket of seeds for an acre). The
lowest yield (nearly 4 baskets per acre) was from a farm
of 4 geres cultivated by a man who is partly a farm la-
bourer. He has neither cattle nor bullock-cart. His
house is in ruined condition, and he seems to be the
poorest farmers in this village.,

Twenty of the sampled farmers sowed sessamum

mostly for household consumption, Generally, seeds were
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broadcasted into ditches rather than in the ploughed
fields. Twenty three of them also worked as gardeners
growing flowers and vegetable marketed in Rangoon.
The net income from gardening varied from Ks,400 to
Ks.1500 per season. Nine of the sampled farmers earn-
ed income from other sources such as tailoring, hiring
cattle, road repairing, etc. Moreover, also the mem-
bers of the house-holds earned income by working as
transplanters, harvesters, ditch-diggers, etc. The
total amount of income from the above sources was near-
ly Ks. 65,000. o
The total expenditure of the sampled farmers
was nearly Ks. 131,000 and it was barely covered by the
income from paddy, income from other sources, and the
credit received.
(2) Total household expenditure Ks. 130,800
(b) Income from sales of
paddy Ks.23,900
(e) Income from other
sources 65,000
(d) Total credit received #1,509
130,400
Out of the total amount of credit received,
nearly Ks. 24,200 was from the Agricultural Bank,
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Ks.14%,100 from pawn-shops, and Ks. 3,200 from private-

1
money lenders,

Table (20)

Sources of Credit

Particulars Amount Percentage
(a) Bank Loans 2%%;00 58431
(b) Pawnshops | 14,100 33.98
(e) Private moneylenders 3,200 7.71
Total 41,500 100,00

~ From the facts given above one might estimate

that the farmers have to rely on other sources for nearly

42 percent of their credit needs. In addition to the

sources mentioned above, the farmers could buy fertilizers

which were sold on credit by the Agricultural Corporation

through Township Peoples' Council, and also could buy food

1 It is difficult to differentiate the sources of ecredit
between pawnshops and private moneylenders since the
farmers often answered that the source was pawnshop
when the real source was private money-lenders. There-
fore, the amount from private money-lenders might pro-
bably be much larger than the amount shown here.
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and clothes from the local shop-keepers, on monthly
credit basis. The total amount of fertilizers sold on
credit was approximately Ks., 7,700, and the total amount
of food and clothes_bought on credit was nearly Ks.3,4%00.
The total amount of credit received from the
Bank, pawnshops, and private moneylenders can be classi-

fied by size of farm as follows :

Table (21)
Credit Pér Acre by Size of Firm

Size of farm No: of acres Credit per acre
‘ (Xs)
Below 5 acres 11.00 187.27
5 - 10 acres 6%.00 110.63
10 - 15 acres 59.75 133.21
Above 15 Acres 88.00 | 126.1%
Total 322.75 128.58

It is obvious that those farmers working on
below 5 acres of land had to borrow more money then

those working on 5 acres and above,
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The composition of the household expenditure

Table (22)

Classification of Household Expenditure

Particulars Amount Percentage

(a) Food 108076 82.63
(b) Clothing 5,490 4,20
(¢) Repairing Buildings 6,495 4,97
(d) Education | 5,120 3.91
(e) Soecial and Religious '

Expenses 54525 4,22
(f) Farm Implements ol 0.07

Total 130,800 100,00

It can be seen that the expenditure on food

is a dominating expense and the expenditure on farm im-

Plements is negligible.

fied by size of farm as follows :

Expenditure per head is classi-
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Table (23)
Expenditure Per Head by Size of Farm

Size of farm Total No: of House- Expenditure per

hold members head
(Ks. )
Below 5 acres 21 645,22k

5 = 10 acres 43 578.51
10 = 15 acres 80 851.36
Above 15 acres 28 866,61
Total 172 760.47

There was a significant difference between the
expenditures of the farmers working on less than 10 acres
of land and these working on 10 acres and above,

It is awkward that the expenditure of the house-
holds of 5 - 10 acres group was less than that of those
households of below 5 acres (Total income per head was
increasing as the - size of farms increased : below 5 acres
was Ks.530.70, 5-10 acres Ks.608.28, 10-15 acres Ks.1,265.61,
above 15 acres Ks. 1,399.71. There might be certain

"poverty-complex" among those working below 5 acres.
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_ The total amount of the credit received
Ks.4,1520 was only 31.74% percent of the amount of total
expenditure : the credit received from bank was 18.48
percent, pawnshop 1®.8 percent, and private money lenders
2.45 percent,

‘ The total "cash" cost of production was
Ks.65,697. It can be classified by size of farm as
follows :

Table (24)
Cost of Production by Firm Size

Size of farm Total Cost Total Acres Cost Per

®s
Below 5 acres 2,316 11.00 210.55
5 - 10 acres 10,091 é4+,00 157.67
10 - 15 acres._ 31,987 159.75 200.23
Above 15 acres 21,303 88.00 242,08
Total 65,697 322.75 203.55

It is interesting that the cost of those
farmers working on below 5 acres was greater than that
of the farmers working on 5 - 10 acres and 10 - 15
acres. In fact, the farmers working on below 5 acres
were not full-time farmers and all of them had no cat-

tle for draft power.
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The lowest cost of production per acre was
about Ks.160 and it was within the group of the firm
size five to ten acres. The amount of total credit
received was 63.20 percent of the cost of production:

The amount of the bank lomns was 36.79 percent, pawn-
shops 21.5% percent, and private moneylenders 4.87
percent.

The amount spent on technology (innovations)
constituted only 20.59 percent of the cost of production;
cost of using tractor was 1.76 percent, cost of straight
line planting %.75 percent, cost of high-yleld-variety
2.30 percent, cost of fertilizer 11.67 percent, and cost
of pesticides and water pumping O.11 percent. There were
only ten farmers who used tractor and three farmers who
applied pesticides and used water pumps. There were also
seven farmers who did not use high-yield-variety and four
farmers who did not apply the straight line planting

methods.
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The lowest cost of production per acre was
about Ks.160 and it was within the group of the firm
size five to ten acres. The amount of total credit
received was 63.20 percent of the cost of production:

The amount of the bank lomns was 36.79 percent, pawn-
shops 21.5% percent, and private moneylenders 4+.87
percent.

The amount spent on technology (innovations)
constituted only 20.59 percent of the cost of production;
cost of using tractor was 1.76 percent, cost of straight
line planting %.75 percent, cost of high-yield-variety
2.30 percent, cost of fertilizer 11,67 percent, and cost
of pesticides and water pumping O0.11 percent, There were
only ten farmers who used tractor and three farmers who
applied pesticides and used water pumps. There were also
seven farmers who did not use high-yield-variety and four
farmers who did not apply the straight line planting

methods.
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‘Table (25)
Classification of Cost of Technology

Items number of Amount Percentage
farmers (Ks.)

(a) Fertilizers 30 7,667 56.68
(b) Straight line N '

planting 26 3,120 23.06
(e¢) High quality

seeds 23 1,512 11.18
(d) Tractor 20 1,156 8.55
(e) Pesticides

and Water

pump s 3 73 0.53

Total 13,528 100,00

. _ . The cost of technology was only 32,58 percent
of the total amount of credit received : the cost of fer-
tilizer was 18.5 percent, the cost of straight line trans-
planting 7.5 percent, the cost of high quality seeds 3.6
percent, the cost of using tractor 2.8 percent, and the
cost of pesticides and using water pumps 0.2 percent.
Further, we can analyse the cost of technology as percen-
tage of the Bank loans. It was 55.97 percent and the cost

of fertilizers constituted 31.72 percent.,
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The cost of technology 1s classified by size
of farms in the following table. It can be seen that
the cost of technology for those farmers working on the

farms less than 5 acres was the lowest.

 Table (26)
Cost of Technology by Size of Farm

Sixe of Farm Total Amount Total Acreage Cost per

(Ks.) acre

(Ks)
Below 5 acres 342 11,00 31.09
5 = 10 acres 2,700 64,00 42,19
19" 15 acres 6,572 159075 |+1.1]+
Above 15 acres 3,914 88.00 L 48
Total 13,528 322,75 1,91

- The sampled farmers generally used one bag
of urea (25 Kg) for 2 acres of paddy, and one bag of
super phosphate for 4 acres. Since the recommended do=-
sage 1s one bag of urea per acre, it is apparent that
the farmers could not apply the recommended dosage of

fertilizer to paddy.
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| Originally, fertilizers were sold to be
applied to the planned quality of paddy such as shwe-
ta-soke, shwe-wa-tun, and sein-ta-lay. There were 9
farmers who did not sow the planned quality of paddy.
The total number of acres cultivated for the planned
quality was 93, equivalent to 28.81 percent of total
acres sown. It.seemed large farmers sowed more acres

of planned quality of crop than the small farmers.

Table (27)

Planned Acres Sown by Size of Farm

Farm size Total Acreage Planned Acres Percentage
Below 5 acres 11,00 - 0
5 - 10 acres é4.00 12 18.75
10 - 15 acres 159.75 51 31,92
Above 15 acres 88100 30 34.09
Total 322.75 93 28.81

We would proceed to study the other socio-
economic characteristics of the sampled farmers, The
average age of the farmers was 53,9 (median 55). The

distribution of age by firm size can be seen below.
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Table (28)
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LO-50 50-60 60-70 above

Farm Age 20-30 3040 Total

Size |

Below 5 acres - - 2 1 - - 3

5 = 10 acres - 2 1 1 3 1 8

10 = 15 acres 2 3 3 3 3 15

Above 15 acres - - 1 - b
Total " 6 6 6 6 30

The total number: of household members

was 172 and the average size of a family was 5.73.

Only about half of them (84) could work on the farms,

Table (29)

Distribution of Family Size by Farm Size

Family 2 3 & 5 6 7 8 9 10 Total
Farm size
size
Below 5 acres - 1 - = - = - 2 - 3
5 = 10 acres 1 1 1 1 2 - = 8
10 - 15 acres 1 2 4 - 1 3 1 1 1 14
Above 15 acres N . . - = = - g
Total 2 5 5 2 3 7 1T T 1 30
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Table (30)
Distribution of Working Members by Farm Size

Farm No
size 1 2 3 4 5 6 Total
Below 5 acres - - 2 - ~ 1 3
5 -=10acres 1 4% 1 1 - 1 8
10 = 15 aeres 3 5 L 2 - - 1
Above 15 acres 1 1 - 2 - 5
Total 5 10 7 W 2 2 10

The total number of cattle for draft
power, owned by the 30 farmers was 65 out of which 9
were bullocks and 46 were buffaloes. One third of the
farmers did not own any cattle and a farmer owned only
one bullock. 18 of the houses dwelt in by the farmers
were in good condition.

6 of the farmers had only phonegyikyaung
education, 10 had primary education, and 1% had middle
class education, 16 of the farmers frequently listened
to the radio news; 8 had good communication with nearly
townships and Rangoon; and 9 of the farmers often dis-

cussed with the extension worker, the village manager.
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IT. The Relationships between Credit and Acceptence

of Technology and Production.

One of the principal purposes of institu-
tional_credit is to encourage the cultivators to use
new techniques in farming with the view to increase pro-
duction. On the other hand, as already been stated, the
other objective of institutional credit is to have social
equality, that is mainly to raise the standard of living
of the small poor farmers.

One would normally expect that the greater
the availability of financial resources, the higher will
be the acceptance of new techniques such as using tractor,
straight line transplanting method, high quality seeds
and water pumps, and applying fertilizers and pesticides.
In the case of agricultural credi® for small farmers the
problem is the other way round : the poorer the farmer,
the larger will be the amount of credit taken and the
less will be the degree of acceptance of new techniques
that involves risk, and this will result in low productioh.

When we correlate the amount of credit re-
celved and the cost of technology we find that there is
no significant relationship between these two variables

and the sign is negative.
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Value of r

(a ) Credit per acre and

cost of téchnology_per acre - 0.1395062
(b) Credit per acre and

cost of straight line trans- )

planting per acre - 0.239h*
(c) Credit per acre and

cost of high quality seeds

per acre = = _ 0.0075
(d) Credit per acre and

cost of fertilizer per acre - 0.,1479

The poor farmers who have to take more
credit cannot afford th:n the cost of straight line
planting, the cost of using tractor and water pumps,
and the cost of fertilizer. The straight line plant-
ing method needs § - 10 transplanters per acre where-
as the traditional method needs only 6 transplanters.
It should be noted that the amount of fertilizer sold
was fixed according to the number of acres on which
the amount of the Bank loans depend. There is, of
course direct relationship between the amount of the

Bank loans received and the amount of money spent on

* gignificant at .125 level.



fertilizer,

When we further ccrrelate the awcunt of
credit per acre to thg cutput of paddy per acre,
we again find that there is no significant relatiaun
ship hetween these twe variables (r = -.163227).
The same line ef reaécns as above can be given for
this phenomencn : the preductivity of the poer farmers,
who have to take wmore credit and whe cannet afford the

cost of new techniques, cannot be expected to be highe

Now let us proceed to ccomsider the relation~
ship between technclogy and productivity, Needless to
say, poesitive resaticnship is te be expected, Ve find
that there is a satisfactory relationship between the

cost of "total" technelegy and productivity ( r = ,453588

significant at .02 level),

Value ef ¥ Significaant

level
(a) Cost of techmology per -
acre and volume of
eutput per acre «453588 .02

(b) Coest of straight line
transplanting per
acre and volume of

output per acre «494077 . 005
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Value ef r. Signifincant
I

: level
(e) Cest of high quality
seeds and volume ¢f output ‘
per acre | «429817 «02
(d) Cost of fertilizer per
acre and volume of output
per acre ~ 18242 «45

rThp lack ef relaticnship betwcen fertilizer
and eutput may be due te the following reasons:

1, Since pagdy is a monsecnal crop it is
difficult feor farmers te apply heavy dosages of ferti-
lizers and have a reasonable assurance of obtaining be-
nefit from such applicqtion;lThey are quite reluctant
to apply fertilizers in balanced ratio: they usually
rely on urea wh%ch is the cheapest one,

2¢ The price for urea on the free market
was twice that of the eofficial price, so the poor far-
mers did net actually apply the fertilizers te paddy

and resold the fertilizers they obtained to others,

1 "The problem of water centrol is particularly diffi-
cult in the conditicns wiich characterize the tra-
ditional rice~exporting cenuntries of the mainland of
Southeast Asia, where the main rice crop is grown in
the wet season in the bread floeded areas and where
it does not pay the farmer to apply FTertilizer be-
cause it will simply be washed away,n deatylnt
Southeast Asia's Economy, Tenguin Eooks Ltd,, Londen,
1972, P, 43.
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T 3. Since most of the sampled farmers (23)
also earned their living as gardeners they applied fer-
tilizers to vegetable rather than paddy.

4, By the experts‘opinion, local varieties
of paddy usually do not response to fertilizers as the
high yéeld-varieties.1

Although many farmers complained the "higrh"
cost of straight line transplanting, we find that the
relationship between this method and yield per acre is
highly signifieant ( r = 494077 significant at .005
level ).

So far we can wind up that there is no re-
lationship between credit and acceptance of new techni-
ques which has significant relationship with the volume
of oufput per acre. -Only if "sufficlent" credit is avail-
able and such funds are systematicly spent on new techni-
ques, we can expect relationship between credit and pro-
duction. However, it is doubtful at this level of poverty
that the funds available would be used for new technigques

unless there is systematic supervision,

1 At present prices, farmers find it profitable to
apply about 25 1bs of nitrogen per acre or about 541bs
of urea to local varieties. For IR-5 and IR-8, HYVs, -
the application of about 60 1bs of nitrogen pes acre
would be profitable and for C4 - 63 the profitable level
is about 40 1bs of nitrogen or 87 Ibs of urea per acre.
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III. Relationships between some other Socio-economie
Factors and Credit, Technology, and Productions:

(a) Size of Economically Active Persons:

The positive relationship between credit
and size of economically active population indicates
elther that the poor farmers' family which has to bor-
row more money has more persons to be employeé at farm-
ing or that the large farmers' family had more persons
to work on the large size of farm which needs more cre-

'dit to finance the investment in farming. Since there
is no relationship between size of farm and the size of
economically active population, the relationship is most

probably due to the farmer case.

Active Population

Credit per acre

High Low
High . 10
Low S _10

xo =3.333 (Significant at ,07 level)

- T gt - -
(e = 1. 2= P B E o ant of fm n e |
.- Woin/ e wdippbaree i siidac v AR ® tay - wy Vi

Although there is no relationship between
size of economically active population and the cost of

technology per acre, it has weak negative relationship
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with output per acre,

Active Population

Output Per Acre

High Low
High 6 9
Low 9 6

xf = -1.2 (Significant at .25 level)

This relationship means that the higher the

number of persons who can work on the farm, the lesser

will be the output.

When we look for the association between
the size of family members and the size of economically
active population, we find as we should expect. The
degree of association is positive and highly significant.

Active Populaticn Size of family
Large Small
High 8 -
Low 8 1k

zf = 8,23 (significant at 0.1 1level)
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As 13 seen in the table, there is no dif-
ference between the size of economically active popula-
tion for the large size of family. But no small size
of family has high economically active population. There-
fore, the size of family of course, 1s a necessary condi-

tion for the size of farm labourers.

The positive relationship between the num-

ber of economically active population and credit, the
negative association between the size of economiecally aetive
population and output per acre, and the direct relation-
ship between the size of the family and the number of

active population, all indicates that the larger the num-
ber of economically active population, the greater will

be the needs of credit and the less will be the output

due to Afinancial weakness and lack of sensitivity to new
techniques. These facts point out the vicious cirecle
that the farmers being poor cannot make sufficient in-

vestment in farming and this results in low productivity

that the leads to lack of saving and investment.

(b) Hiring agricultural workers.

Agricultural workers are usually hired by
those farmers who are better-off and sometimes very old

and large farmers who had not enough family labour for
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farming also hire agricultural labourers. Out of the
30 farmers, 10 farmers hired agricultural workers.
Although there is no relationship between
the amount of credit per acre and hiring agricultural
workers, there is the same degree of assocliation between
technology and output per acre and hiring agricultural

workers.

Hiring Agricultural : Cost of technology per acre

Workers . or
Horkers Qutput per acre
High Low
Hiring 7 3
Not Hiring 8 12

X

12=2'J-|~(Significant at .13 level)

As seen in the above table, there is not
much difference among those farmers whose cost of tech-
nology and output per acre are high, with respect to
hiring agricultural workers or not hiring, whereas there

1s much difference among those farmers whose cost of
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technology and output per acre are low : only 3 of them

(20%) could hire agricultural workers.
Although there is no relationship between

the farmer's age and hiring agricultural workers, there
is a weak relationship between the latter and the size
of farm (seed section (d)), and also a quite significant

Trelationship with number of persons who can work on the

farm,
Hiring Agricultural Size of Farm
Workers
Large Small
Hiring s 3
Not Hiring 8 12
2
x = 2,4 (Significant at .13 level)

1

The same type of relationship as cost of technology and
ocutput with hiring agricultural workers is found here.

Hiring Agricultural No: of Economically Active

Labourers Population
Large Smgll
Hiring 1 9
Not Hiring 10 10
2

Xy == 4.59 (significant at .05 level)
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The above figure indicate that almost all of the farmers
whose family members are economically active did not
hire outside Agricultural labourers.

Concerning with hiring agricultural labourers,
we can only say that those farmers who could afford high
cost of technology per acre and had larger output per
acre hired agricultural workers, and those farmers who
had enough family labour or small size of farm did not

hire agricultural workers.

(¢ ) Draft Power
About one third of the sampled farmers had

not owned for draft power. Sumprisingly there is no re-
lationship between credit, technology, and output and
draft power. This might be partly due to that the far-
mers who had no draft power could easily hire bullocks
or buffaloes at the cost of Ks, 810 (60 baskets for mon-

soon and 30 baskets for late winter).

(d) Size of Farm

It is hard to draw a demarcation between the
small size of farm and the large size of farm to be sen=-
sitive - to credit, technology, and output, since most of
the farmers (more than 50 percent)were working on round

about 10 acres. One might draw the demarcation by
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€conomic or technical unit, The idea of designating

9 or 10 acres as the economic size of the farming in
Burma 1is no longer relevant in the context of changing
condition. The intensive use of land space through the
application of scientific farming techiques, and the
use of material inputs could make economically viable
the farm of a much smaller size than 9 or 10 acres.1

Although productivity per acre and the

size of farm was not related in the study made by Dr.
Khin Maung Kyi and his associates, there is certain
relationship between productivity per acre and the size
of farm by groups in this study (See page 131 )., There

is also significant correlation between the size of farm
and output per acre ( r = 0,410 259 significant at .005
level).

(e ) Income per acre from Other Sources

In this village income from other sources is

quite considerable, It is conversely associated with out-

put per acre.

1 Dr. Khin Maung Kyi, Dr. Myo Nyunt, and Dr, Mya Than :
Economics of Production and Farm Size in Burmese Agri-
culture with reference to Paddy Farming, Rural Socio-
economic Research Series, Paper No. 3, Department of
Research, Institute of Economics, Rangoon, 1975, p.27.
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Income from other Qutput per acre
sources High Low
High 5 10
Low 10 5

x12 = 3.3333 (significant at .07 level)

s 4 % & . \
s G - cae e & e & M ¢~ v ~ Y ]
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This association indicates that those farmers

who had low income from farming had high income from other

sources, It is not clear whether the low income from farm-

ing drived the farmers to garn more income from other
sources or the high income from other sources discourage

the farmers to work hard on the farms. By our experience

it was most probably due to the former case.

(f) Income per head
Income per head had no association with

credit, technology, and output. This might be due to
the fact that the low income from farming is compensated

by the income from other occupations.

(g) Housing Conditions

Housing condition generally denotes the
economic status of the farmers in Burma. In this
Village 1t is related to output per acre significantly
as shown in the following table.
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Output per acre Housing Condition

Good Not Good

High 12 5
Low 6 9
2

5.0 (significant at .02 level)

x

It should be noted that only 3 farmers (20%)
whose housing condition was not good had high yield per
acre,

Either housing condition and technology or
housing condition and credit is associated. In the study
of the differential development of the villages in Upper
and Lower Burma, housing condition was significantly re-
lated to acceptance of technology. But, the relationship
in Upper Burma was negative, whereas in Lower Burma it was
positive.! 1In this village, the relationship, although

insignificant, denotes postive sign, ...
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(h) Level of Education

In the former studies the education level of

farmers were significantly associated with the accept-
ance of technology. In this study, however, it is nei-
ther related with technology nor with credit. Neverthe-

less, the education level of the farmers is associated

with productivity per acre to certain extent.

OQutput per acre Level of Education
High Low
High 9 6
Low 5 10

x12 = 2,1428 (significant at
.15 level)

We should expect that the level of education
has positive effect on the farm productivity. But it

might be the other way round.

Those farmers whose output per acre is high
will be better-off and has better chance to have high

level of education.
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ca
(i) Communiftion with townships
ey

Since the village is situated by the Rangoon-
Preme road, the farmers have the aame degree of accessi-
bility toc nearby townships and this results in no rela-
ticnship with credit or acceptance of technclogy or out-
put per acre, Ne association is found among these Va-—
riables,

In the former studies, where the unit of study
was village, there was significant relationship betwwen

the distance from township and acceptance of technology,

(3) piscussion with the Village Manager

There is a native village manager at this
village. The enthusiastic farmers cften discussed with
him. The results obtained shows that there is censider—
able relationship between the discussicr und the aw.unt
cf credit per acre and acceptance of technology per acre,

Unfortunately there is no association between the discus-—

siun and productivity per acre,

R ———— —————— -

biscussion with the Village Credit and Cost of Techne-
H] i

i i

hanager logy per ucre
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| 1 = 24 Nsignificant at .12 levely
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It can be seen that only 20 percent of those
farmers who has low level of discussion with the village

Manager has high level of accepting new techniques,

(k) Listening to Radio

Listening to Radio has no relationship with
technology or output per aere, but it is negatively
assoclated with availagbility of credit.

~

Credit Per agre Listening to Radlo
High Low
High 1 10
Low 0 ]
2

X, = = 3,3333 (Signifiecant at
001 level. )

In this village, listening to radio has no
effect as a communication media, 'Radio is only just a
symbol of economic statusjy the higher the level of listen-
ing to radio, the lower is the amount of ecredit taken,
(1) Reading Newspaper

The number of newspaper is quite negligible

and there is no association between reading newspapers
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and credit, technology, and output.

(m) Cost per acre
This cost excludes imputed labour cost and

depreciation, and includes cost of all inputs, Cost of
production per acre is directly related to acceptance
of new techniques and output per acre, even though it is

not associated with the amount of credit taken per aecre.

Acceptance of New Technigues Cost per acre
High Low
High 9 6
Low 6 9
x2 = 1,2 (Significant at .29
level)

The degree of assoclation, though exists,

is not apparently significant,

Cutput per acre Cost per agre
High Low
High 10 ]
Low 2 10
x> = 3,3333 (Significant at . (7

1
level)
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As seen in the above table, the higher the
cost of production, the greater is the amount of out-

. put per acre.

(n) Cost of hired labour
The same as in the case of hiring agricultural

workers, the cost of hired labour is directly related to

the cost of technology and productivity per acre, even

though it is mot related to the amount of credit taken,

Cost of Hired Labour Cost of Technology per
acre
High Low
High 9 6
Low 6 9
2

xXq= 1.2 (Significant at .25 level)

The level of significance is not as satis-

factory as in the following case.
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Output per acre Cost of Hired labour
High Low
High 10 5
Low 5 10

%2, = 3.3333 (significant at .07
level).
We might say that those farmers who could

afford the cost of hired labour and the cost of techno-

logy had better output.

(o) Cost of Owned labour
This imputed cost of labour is weakly and

directly related to the amount of credit and inversely

related to the amount of output per acre.

Amount of Credit per acre Cost of Owned Labour
High Low
High 9 6
Low 6 9

x2 = 1.2 (significant at .25
level)
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This finding is consistent with the finding
in section (a) where the number of economically active

persons is directly related to the amount of credit

taken,
Output per acre Cost of Owned Labour
High Low
High 5 10
Low 10 5

112 = - 3.3333 (significant at

.07 level)

There is a negative relationship between cost

of owned labour and acceptance of technology ( r = -0.28%4

significant at .0§ level).
These facts might suggest that there is hid-

den unemployment in agriculture or there is diminishing
return effect in agriculture with respect to family la-

bour,

(p) Expenditure per head

The cost of expenditure per head is directly
associated with the cost of technology and the amount of

output per acre, whereas it is inversely related to the



amount of credit taken.

Credit per acre

High

Low

166

Expenditure per head

High Low
& &
10 5

32,3328 (significant at

Q% level)

This fact suggests that the poorer the far-

mer, the lower will be the expenditure per head and the

higher will be the amount of credit to be taken.

Expenditure per head

High

Low

Cost of Technology

High Low
10 5
5 1¢

= 3.3333 (significant at .07

level)
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Expenditure per head Productivity per acre
High Low
High 9 6
Low 6 9
2

x = 1.2 (significant at .25 level)

The figures shown above suggest that those far-
mers who are better-off can afford higher cost of techno-

logy and have better output.

(q) Growing planned variety of paddy

There is weak association between growing

planned variety of paddy and credit, technology, and out

put.
Planned Variety of Paddy Technology, and Output
High Low
High 9 6
Low 6 9

x2 = 1.2 (significant at .25

level)
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An inverse relationship is found between the

amount of credit and growing planned variety of paddy.

Growing Planned variety Credit per acre
of paddy High Low
High 6
Low 9
2

x = -1.2 (significant at .29
level)

We have to say that those farmers who were
poor and who had to take more credit grew less planned
variety of paddy, and their cost of technology and vo-

lume of output per acre was low.

(r) Size of Family

Size of family is negatively associated with
acceptance of technology in thgs study of the differen-
tial development of the 30 villages in Upper Burma. The
same relationship is found out in this study, (r=-.3319
significant at .O4 level). It is also found out that
size of family is directly related to the amount of credit

taken.
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Credit per acre Size of Family
Large Small
High 11 4
Low B 10

x2 = 4,82 (significant at .03 level)

This fact denotes that the larger the size of
family, the higher is the amount of credit taken., This
indirectly supports the fact that the poor farmers who
usuaglly have large size of family have to take more cre-
dit.

(s) Age of the Farmers
The level of the age of the farmers studied

has negative association with the amount of ecredit taken
and positive relationship with the acceptance of techno-

logy, although it has no significant association with the

productivity per acre.

Amount of Credit per acre Age of the Farmers
0lda Young
High 3 12
Low 12. 3

x° = -8.57 (significant at less
than ,01 level)
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This relationship suggests that the younger
the farmer, the larger is the amount of credit to be
taken : in other words, the younger the farmers, the
poorer he is, or the more amount of credit is needed
to spend on non-agricultural activities. This might
also suggest that the old farmers have some saving and

they are more cautious to take credit.

Cost_of Technology per acre Age of the Farmers
0ld Young
High 10 5
Low 5 iC
x2 = 3.3333 (significant at .07
level)

It is not safe to say that the older the far-
mer, the more he will accept the new techniques : %he
relationships with the age of the farmers might denote
that the young farmers, being poor, could not afford the
cost of technology, compared to the 0ld farmers who do

not rely on credit becauée of their saving.
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I3, Multi-Variate Analysis of Credit, Technology,

and Productivity and Other Socio=-economic

Factors.1

(a) Credit _and Other Socio=-economic Factors

Credit is mainly related to cost of product-
ion per acre, age of the farmer, size of family and

cost of owned labour in their respective order :

T Value Partial Signi- Multiple
Corr: ficant Corr:

level
(a ) Cost of Production
per acre 1.92 -0.36 e -0.961
(b) Age of the farmer 2.18 <0, k0 .02 -0.959
(¢) Size of Family 3.30 0;55 .005 0.951
(d) Cost of Owned Labour 3.91  0.62 .005  0.945
(e ) Cost of Hired labour 4,70 0.69 .005 0.935

These relationships point out the facts that
the farmers who have large family also have more economical-

ly active persons who cannot afford the cost of production

1 Multiple correlation is made by finding out the best
equation with 5 variables.
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due to poverty and they have to rely on credit : there
exist strong correlations between the size of family

and the number of economically active persons (r =.583866
significant at .005 level) and between the amount of
expenditure per head and the size of family (r =-,54€35
significant at .009 level ). There is also negative re-
lationship between the cost of hired labour and the size
of family ( r = -.340271 significant at .05 level ). More-
Over, a negative relationship between the size of farm
and the size of family exist too(r = =,259517 siznificant

at .07 level).
The age of the farmer is related to the follow-

ing factors :
Value of r Significant

level
(a) Expenditure per head 325094 .05
(b) Cost of hired labour 436733 .005
(¢ ) Cost of owned labour -.25925% .07
(d) Cost of per acre 265079 .07
(e ) Size of family -.273313 .07

(f) Size of farm .206092 .09
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These relationships indicate that the older
farmers have larger size of farm, higher cost of hired
labour and cost of production. They have less number
of family members and less cost of owned labour. They
can spend more on household expenditure. These facts
denote that the older farmers are betterc-off and less
rely on credit.

Cost of hired labour is related with credit
probably due to the relationship between farm size and

hiring labourer (r = .4W47431 significant at .005 level).

(b ) Technology and Other Socio-economic Factors

Technology is primarily related to growing
planned variety of paddy, size of farm, income from
other sources and cost of production as follows :

T Value Partial Signi- Multi:
Corr: ficant Corr:

level
(a2) Planned variety of paddy 1.77 0.33 .05 0.973
(b) Size of farm 2.45 =044 .01 -0.970
(¢) Income from other sources 2.33 =042 012 =0.970
(d) Cost of production 4.25 0.65 .05 0.958

More cost of technology is incurred for the

pPlanned variety of paddy. Size of farm is negatively
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related to the cost of technology. This might be due to
limited quota of fertilizers. Income from other sources
also is negatively related to technology. This might be
caused by the fact that small farmers have to work for
Oother income since their income from farming paddy is
not enough for their living : Income from other sources
1s inversely related to the size of farm (r = -.422909
significant at .005 level) which is directly related to
output per acre (r = 410259 significant at .005 level).
The cost of technology, of course, is directly related to

the cost of production.

(c) Output per acre and Other Socio-economic Factors
Productivity is found to be related with age,

income from other sources, planned variety of paddy, and

cost of production per acre.

T Value Partial Signi- Multiple
Corr: ficant Corr:

level
(a) Age of the farmers 0.76 =0.15 .232 - 0.996
(b) Income from other
sources .+ 0,28 .05 - 0.953
(¢) Planned variety 2,03 0.38 .025 0.949
(d) Cost of production 2.55 0.45 .01 0.9%45

The inverse relationship between age and output

might, though not clear enough,be due to the fact that the
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0ld farmers have to hire more agricultural labourers
rather than working by themselves : as shown before the
age of farmer is directly and significantly related to
the cost of hired labour, whereas it is negatively re-
lated to the cost of owned labour.

The negative relationship between producti-
vity and income from other sources can be explained by
the same reastning as in section (a). Planned variety
and cost of production are positively related to output
per acre as in the case of technology.

To wind up this chapter we have to reiterate
the following facts :

(a) Cost of production is the only and the most
common variable which is negatively related to the amount
of credit and positively related to the cost of technolo-
gy and output per acre. This fact, though simple and
known, confirms that the amount of credit is not suffi-
cient to bear the cost of new techniques and consequently
results in low production,

(b) Income from other sources is, though not related
to credit, negatively related to cost of technology and
output per acre. By common sense, this might be explain-

ed as negligence of farming by these who earn more money
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from other sources. However, many findings lead to
that the small poor farmers have to try to earn other
income for their subsistence.

(¢ ) Planned variety of paddy growing is positive-
ly related to both technology and output, although it
is not related to the amount of credit taken. Planned
variety of paddy usually necessitates high cost of pro-

duction and it pays back good return.
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Conclusion

In Burma, the role of state credit in the
development of agriculture seems to be rather an ins-
trument for an increase in social equity than an in-
crease in agricultural production, although it is put
through at some cost to the country's searce resources.
In fact, agricultural credit, at least for this village
under study, is not related to the acceptance of new
techniques and volume of output per acre. Findings in
this study indicates that the small farmer, owing to
the lack of finance, cannot afford the cost of new tech-
niques that results in high cost of production and larger
volume of output per acre. This leads to the known vi-
cious circle of the agriculturists in developing coun-
tries.

Although credit is not a panacea, we can hope
that a sufficient increase in the available volume of
credit together with the accompanying factors which have
to be linked to it can result in increased productivity.
It is apparent that the present rate of credit (Ks. 70
bPer acre for paddy) is not sufficient for the farmers'

credit needs.
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The amount of credit, needed by the farmers,
can roughly be estimated in different ways.

(1) The present study shows that nearly 58
percent of the credit needs is provided by the Agricul-
tural Bank and the other 42 percent is taken from pawn-
shops or private moneylenders at higher rate of interest.
Therefore, the rate of credit for paddy should at least
be increased to Ks, 120.1

If this estimate is accepted, the amount of
the Bank Loans for paddy would increase from Ks.693.4%3
million to Ks.1,552.56 million, which is a considerable
-sum for the country.2 If only 70 percent of the sown
acreage is rendered at the rate of Ks.120, the amount
of the Bank loan would be only Ks.1086.792 million.

(2) If the credit is meant to cover the cost
of transplanting, fertilizers, and harvesting, a paddy

farmer needs round about Ks.125 per acre.

1 (1%% x 70 = Ks.,120.69)

2 12,938 million acre of paddy land multiplied by
120, In actual practices, not more than 90 percent
of the paddy land acreage is provided loan by the
Bank. In the year 1978-79 it was estimated that the
sown acre will be 12.938 million and the bank loan
will be Ks.693.43 million, i.e.only for 70 percent
of the sown acreage.
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Ks
Transplanting 50
Fertilizers 36
Harvesting 40
126

Total ======

( Note : Cost of transplanting is calculated at the
maximum number of transplanters needed per acre, at

Ks.5 per head. Usually, the traditional method of trans-
planting needs only 6 transplanters and the straight-line
and close transplanting method needs 8 to 10 transplanters.,
Cost of fertilizers is calculated at the present rate of
application, i.e., one bag of urea (at Xs.9) for two

acres and one bag of TSP (at Ks.62) for four acre. The
recommended rate is to double the present application.

Cost of harvesting varies from 4 to 5 baskets of paddy).

(3) The average cost of production, excluding family
labour, is Ks.207 for all paddy.1 When nearly 60 percent
of output is to be sold to the Government, it is justified
to provide nearly 60 percent of the cost of production as

credit ¢ it is round a2bout Ks.120,

1 Standard deviation is 124 and family labour valued at
market price is Ks,27. The average cost of production
for a sample of 100 farmers in Lower Burma was Xs.30t
in 1975-76. It included Ks,95 for family labour. The
standard deviation was 113: Research Department,
Institute of Economics, Rangoon.
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The main intention of the increase in the
rate of credit should be to raise productivity and in-
come of the smallholders who make up the bulk of the
farmers in our country (out of ' 4,380,000 farmers,
3,801,000 are working on under 10 acres). Larger
farmers are not excluded and sometimes may be a neces-
sary spearhead to stimulate the rest but the core of
the problem is the smallholder,

The method of raising the productivity and
income of the small holders is the input of technical
improvements in a package program and the establishment
of an effective farming unit for their application,
Both purposes require credit : some short-term, some
long=-term,

There is a need to diversify the coverage
of loans., Medium-term credit is not available and it
is one of the main handicaps to purchasing bullocks or
buffaloes for the farm.

Because the small holder starts from a level
of deep poverty and often from a complete ignorance of
the value of new techniques and of inability to take
any risks, credit is required to help him up almost

every rung of the ladder., An immediate major problem
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is hew to provide against widespread unproductive in-
debtedness.

It follows that the most important link for
a successful credit system is an organisation which
ensures that the technical improvements are available
at the right place and time and are used, and that in-
come is realised, This fixes the role of credit not as
some independent factor which can be handled by some
institution which has nothing to do with extension and
marketing. On the contrary,credit should be the power
producing unit in a perspectively planned chain both of
inputs by way of timely supplies and outputs by way of
processing and marketing. In Burma, the former link of
the chain is very weak. The supply of credit must be
strongly Lied to the adoption of improved practices.

There is no reason why farmers themselves
should not ultimately operate such an institution
through co-operatives. The 20-year : Plan Guidelines
adopted at the first congress of the Burma Socialist
Programme Party (published in January 1972) set out in
considerable detail the functions and responsibilities
of cooperatives., For agricultural development, co-opera-

tive will be designated as the main organisation for




182

implementing the Plan. They are expected to (a) under-
take the supply of current inputs (seed, fertilizers,
pesticides) and credit; (b) provide agricultural ser-
vices (hiring of tractors and pumps); (c¢) supply farm
equipment (ploughs, sprayers, etc.); (d) purchase and
store agriculturél products; and (e) distribute consu-
mers goods in rural areas.

As we have experienced, we cannot, at pre-
sent_rely upon this solution by cooperatives which are
premature since the farmers have little business ex-
perience and the country is only at an early stage of
development. We have to train personnel to have com=-
petence and itegrity to run a package program efficient-
ly. These men need to be something more than mere
extension, community development or cooperative officers,
and yet must have something of all their qualities in
combination. They have not merely to advice and demons-
trate but to organise supplies and see that they are
used, to issue credit and recover it. They have to be

energetic outdoor types dedicated to the rural renaissance

of our country.
At present, we have to be satisfied with the

Proper link among the Agriculture and Farm Produce Trade



183

Corporation (T.C.I.), the Agricultural Corporatien, the
Agricultural hechanizaticn Department, and the Agricul-
tural Bank, etc,, through the Township and Village
Peoples' Councils, in carrying out the preposed package
pregram in order tc have the effective’use of agricul-
tural credit as an investment function, In carrying out
this program, we shcould have in wind that the Dank has
been successful in repayment (90 percent), especially
due to the system of ropayment in the form ef deduction

from the paddy sale~proceecds at the paddy buying depets,
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Appendix (A)())

Appertioument of Produotion.Cost

B i . Y i .

---------------------------- i 2 -ﬁ
Sample No (10 acres) ; (10 acres) if
--------------- e (- e S
~  Bought | i Beught |
. } oo < i 3 3 13
Items Own J (airved) Own {(hlred) :
S e e s o o o - 20 e o w20 o ———--—--'--} ——————————— 3 ——————————————————— é———--——-—ma—-m A
Labour Cost | g
Seedbed Preparation 75,00 - 90,00 =
Plucking Seedlings 192,00 - 240,00 w
Land Preparation 300,00 - 200,00 -
, Transplanting - 400,00 200,00 | 200,00
Land maintenance 600,00 - 600,00 | =
Pest control - - . =
Harvesting ! 50,00 330,00 360,00 -
Haulage ‘ 20,00 90,00 75.00 -
Sayin-ngha(igr.Werker) - . - - -
---------------------------- D e o o e - —— - A o g .‘ TS e e, e £ e st [ s S0 oS et Y St B S
Total 1237,00 £20,00 }1825,00 200,00
____________________________ > T———— __________;_,___-___k__m-__n_-
« Inputs '
Seed : - 144,00 132,00 -
Pesticides r - _ —_— - -
rertilizer - ' 238,00 — 183,00
Manure 40,00 - 100,00 —_
Others - — - » .
............................  Ep P SE ST NI SO
Total 40,00 382,00 | 232,00 183,00
———————————————————————————— qi—----—--—-—--—-J S e et b e i Sy e . o st e e s el L —
II.Others
Land revenue - | 34,75 - 43,00
Intevest - 112,00 § - H 216,00
Depreciation 40,00 630,00 150,00 —
Others - 630,00 —~ —
_______ ush 40,00 776.75 § 150.00 | 259,00
...... e s 1317.00 ' 1 1978.76 [2207,00 | 64200
----------------------------------------- N SRR
Total Cost 1 Ks, 3295,75 Total Gost 1 2271: 00
- 1978.75 > 6‘2.00
3 255,75 q e
) 3 2121,00

* Includes wnigal feeds, biring catile, eve
Lostl 1 = L cost § cost 2 = ‘ ’

( All cost ; gogt o =Bought (uiced) LOst] cust 3 =411 Cost
less aepreciutiun)
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Appendix (A)M2

____________________________ | e s e e e S0 . o 4 U Y G B D P R B S e e e S NS S S A0 5O SO SUP S Y D SR e e v P
Sample No 2 4 !
( Tacres) (10 ucres) |
---------------------------- 1—--'——F--*——---,'"-'-""""""""""“""""""“%""""""‘"'ﬁ
Items Cwn Bought | Own Bougut |
(hired) | (hired) |
____________________________ NS, §cciune M. WP L.omvissisl
4 E
i
Labour Cost : %
| '.“" L’
1, Seedbed preparction 50,00 - ) - 5 = |
2. flucking seedling - 160,00 | -~ | 160,00 |
3s Land preparaticn 450,00 - - -
4, Transplanting 75.00 350,00 | ~ { 500,00
O Land maintenamce 00,00 | - H - ~
6, Pest control - . - —~ -
Te darvesting 120,00 80,00 - 450,00
8, naulage | 75,00 - - 220,00
9, Bayin-ngha{Agr.Worker) - - - 810,00
Total 11370.00 600,00 - 2145,00
Inputs :
1o BSced 54,00 77,00 165,00 -
2s resticides - - - -
3e Feriilizer - 277,70 - 295,80
4, Manure - “ 60,00 -
o Others - . —~ - -
"""""" Tetal | 54, | 354,70 ! 225,00 ! 295,80
D o= e PP G D S PEP G S R N G GFE VS GRg SV T G G SER SRY E GRG0 1"-—--‘—“'-""—-'—"-';;"—-'--'-'-—P—J'---’"'—--""“"P"-".’-"————g
1,Lend revenue - 50,00 | - | 85,25
2eIntecrest e 62,00 | - ¢ 143,00
d.Uepreciation 10,00 - 125,00 -
4,0tlLers - i - -
____________________________ 4--_-.,-..-...-.__._.-4...———__'.—..—.._ e i s e oo e e ——————-«-—i
Total 10,00 112,00 125,00 178,25
***** (: i%?d-_tfti:]_.—_ I-1434.00 1066,00 350,00 2619«.05-]
Toetal Coest : Ks 2500.00 COSt i KS 2969.05
s T R0 2 2619,05
¢ ve
2490,00 2844,05

* lpcludes apimal feeds, biring cattle, ect
~ L]

d
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SR GUe WY GNP GO N @R T S A T e — il . e e S W S S G WO PR SWw CE e

Sample No 5 6 1
(20 acres) (9 acres) ;
............................ e g o
Itens Own Bought Own . Bought |
(hired) | (hired)g
etttk et R caee ey
| | |
*. Labcur Cost . f E
- 5 3 ;
1, Seedked preparation 40,00 . - | - é - |
2, Plucking seedlings - 300,00 - % -
3, Land preparation 500,00 - - | -
4, Transplanting - 850,00 e 400,00
Se¢ land maintenancece - | - - -
6, Pest cuntrol - - s o
T, Harvesting - 765,00 - 405.00
8, Mavlage ' 60,00 - - o~
9, Sayin=-nga (Agr.Werker) - 810,00 - 810,090
Total 600,00 2725,00 - 1615,00
| Inputs
1; Secd 375500 - 225,00 -
2, Pesticides - - 5.00 o
3; Fertilizer - 590,00 258,00 -
44 Manure 250,00 - 30.00 -
Oa Others - - = -
Total 625,00 - 590,00 518,00 -
________________________________________ . R TSR, —
|
11,0thers { » 1 !
1, Land revenue - 70,00 i — 39,00
3 bt P Bl B By
» ‘eciation . & 0,00 - 3
4., Others - o- | - —_
""" R B e S ot
____________________ 120 328,00 60,00 152,00
_______ Grad total toas.00 —|2e43,00 | 576,00 | 176,00
rotad coat g ¢ Ameane Total Cestl 2845,00
- 3643,00 2 1767,00
4868,00 3 2285,00

Includes apimal feeds, hirins Catlle, etc
y CLC,
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Sl e G- ey G35 WS SIN AT I S PV G P S S e WP SET G G G o G G S = . R —— W S G 0w S g ety S w e ¥ N p——— Pt e WG Py S e BB, ] T
Sample No 7 |
(10 ceres)
B Pt e S B s o R S WS S0 T G N ame s ) Gt G G w0 WY G A G S G 8 B e e s o it o s F ——————————
Itenms Own scught
s (bired)
I, Labour Cost
ﬁ l, Seedbed Preparation 50;00 -
2y Plucking seedlings e 225,00
3o land preparation 360,00 -

4o Transplanting
5e¢ Land maintemdmce ¢

o
-
=

!

Q

O
o
O

!‘3

°
o
o

6o Pest coeuntrol - -
| 7. Harvesting - 21,00
8, Liaulage - 30,00
9., Sayinhaga (Agr.Worker) o 90,00
t?. Total 100000 666,00
il, Inputs g
1es Seed 150,00 —_
| 2. Pesticides 196,00 -
Je Fertilizer 196,00 -
4, hanure 10,00 20,00
5+ Others & e
rotal 356,00 . | 20,00 :
I
‘III.Others :
i, Land revenue - 64 .25
2o Interest - 100,00
3o Depreciation - -
‘ 4, Others - 630,00
L D s cmi o e s 5 5 0 e i e s e s e B e £
1 Total - 784,25
\ Grand Total 1356,00 1;;6:06_-
| Bt SRR N
x *okak Cest 1 Ks 2826,25 Total Cost 1 Ks 1788,00
| 2 1470,25 2 921,00
; 3 2826,25

3 1788,00

| * lncludes animal feeds, uirins cattle etc
; , ‘
1
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Samyle No 9 § 10 5
(15 acres) S (12 acres)
e = e ey
items Own Bought ! Cwa | bought |
(hired) | ' (hired) ;
P e e e T T e e R e e e e e WS ————— -
I, Labcur Cost : f
1, Seedbed preparation - - 75400 !
2.Plucking seedlings - . -
3. land preparation - - 300,00
4, Yransplanting - 625.00 ~
9o Land maintendnce. — - 400,00
6o Pest control - - -
T, Harvesting - 540,00 .-
8, haulage ' 84,00 28.00 21,00
9¢ Sayinhinga (Agr.Worker) - 1340,00 -
P—- ——————————————————————————————— J’...—--.-—--:- ——————————————— A et ekl v s e s L
Tota 84,00 2533.00 796,00
e ———— AN R EeSEEE SR
HI, Inputs
1, Seed 270,00 - 144,00
29 Pesticides - s &
3¢ Fertilizer 336,00 - 294,00
4e Manure 100,00 — 120,00
L 5. Others *A - — oo ,
I Total 706,00 ! ” 558,00 ; - |
111, 0thers : ‘ ; ;
1, Land revenue - 60,00 - | 21,50
2, Interest - 84,00 - 218,00
de Uepreciaticn 120000 - 200,00 -
4o Others - - - -
------- e DY I I S
Total 12C0,00 144,00 200,00 239,50
[;~ Grand Total 2690, 00 2677.00 | 1554,00 | 2085,50
LEURL U 3 Ks, 5367,00 tal Cost 1 Ks, 3639.50
5 2677,00 2 2086,50
3467 ,00 3 3439,50

e e et e e et
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--—..---———--‘-n._-‘--—-lﬂ

—. ———————————————— ~h~£
Sample No i1 12 i
(12 acres) [ (4 acres) %
P e e s R -
Items 1 Own Bought | Own § Bought |
(hired) | (bired) |
e e e e e e e e e e e e s e e e e i =
o Labour Cost § S f
' i f | y
1, Seedbed preparation =2 - 5 - . 6C,0C |
2e Plucking seedlings - 100,00 | - | 24,00
do Land preparation = - 135,00 | - |
4, Transplanting S 333,00 ~ { 110,00 |
5. Land maintenance - - - 450,00 | -
6o Pest control - s - -
Ty Harvesting I = 405,00 - I 72,00
8: uaulage | - 90,00 —~ 7,00
9, Sayinhnaga (Agr,WOrker)' - 810,00 ~ ? -
T 0 0 1 010 8 0 e o D A A e e o e e A s 5 0 2 B e e o e e e e e 0 e e o e e e o e e
Total - 1738,00 585,00 273,00 H
B e C TS SUNNNNRIPR RSN BRSO .{- ------ s
I, Inputs
1s Seed Se 00 90,00 45,00 -
2o Pesticides & St T i
3, Fertilizer - 325,00 36,00 -
49 Manure - 200,00 - -
5y Others - - - -
rota R RN RYPRCI v I maeany
IT.Gthers { 3 | |
:
l. Land revenue - ﬁ 23,25 - J 2,00
2, Interest - | 174,00 - 97,00
3o Depreciation - ' ~ - e
I ---fl-?.ffffff _________ - 630.00 ~ 60,00
Bahad . e e —————— i TR iyiiion ¥
--.._:3Ei}~___ — - 827425 = 169,00
P s oo S 135,00 3180,25 | 666,00 | 442,00
Total Cos ¢
t WAL eunn t s 3315,25 Total Cost 1 Ks 1108,00
| : 3180, 25 5 442,00
| ~ 3315,25 3  1108,00

* Includes animal feeds, hiring Cattle, ect
§ ®
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h—-——------—-—-.----—-—---.---- D IR FER rmn et s e g

v )
Al

"';;
Sample No | 13 14 ;
(12,75 acres) (12 acres) i
----------------------------- S Tt e
Itens Own Bought Own g Bought E
(hired) | \aired) |
et s LTSRN IS . S -
I, Lebour Cest 1 f
_ . { /
i 1, Seedbed preparation 50,00 - 50,00 -
2, rlucking seedlings - 160,00 - 120,00
3, Land preparation 450,00 = 450,00 « |
4, Transplanting - 650,00 150,00 500,00
o, Land maintenince e 450,00 - 450,00 -
6. Pest control - - - -
T, Harvesting - 360, 0¢ 135,00 225,00
8, naulage ' 70,00 - - 96,00
9 Sayinhaga (Agr,Worker) - - - -
Total 1020,00 -[1170,00 1235,00 004,00
II. Inputs
. h N
1. Seed 225,00 - 180,00 -
2o Pesticides - - - -
34 rertilizer - 314,00 - 258,00
4, Menure 120,00 100,00 - 30,00
S9s Others . | ~ - o
Total ! 345,00 'r_ZIZ:EE‘q~"f§5T55_. 288,00
............................... .m-,-“_w;_-F-_____q_ﬂ-________;-_m_,_,_h
I11I,Dthers
l. Land revenue - 46,75 - 43,00
2, Interest 4 73,00 = QO
: . . = n 69.0\)
3, Depreciation 100,00 - s o
) 4o Ot.hers - - _ 630.00
oo Total T T
t. ______ _f_iaf _______________ 100,00 119,75 » 740, 00
... S | 105,00 __|2103.7 | 115,00 | 100,00
Total ¢ - .
L&l Ceat 1 Ks. 3168,75 Total Cust 1 Ks 3344,00
= 1703, 75 2 1929,00
° 3068, 75 3 3344,00
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‘h--‘-ﬂ———ﬁ-—-ﬁ—————*l“-—‘-—"-‘-‘— ."“'——--——""‘-‘: ﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂ
4 Sauple No 5 16
i (18 acres) (L2 acres)
[ 0 e s B " ] ————— G~ —— - o-r —————————— i e s W] B P o o e e O S W SO S S g "r ———————
Itens v ]fnougnt . Own oought
(hired) (hired)
———————————————————————————— -J.-——-..—--—u.—....‘-.—--n...-_-s.—.-.-ui-.-.--.—.——..-m..d...-—.—.-....—
e , | |
3 3 +
» Labour Cost . g E
1, Seedbed prepuration 100,00 | - 75,00 g ~-
2o Flucking seedlings 80,00 ! 160,00 - | 50,0
3o Land preparaticn 803,900 : - - | - |
iy Transplanticn o ] 750,00 - 500,060
0o Land maintendnctice 400,00 i o - -7
0, rest control — - - -
T, narvesting - 675,00 - 450,00
8s maulage { 28,00 56,00 - 42,00
9, Sayin ngha (ﬂél.ﬂOfnef) = - - 810,00
———————————————————————————————————————— -~ B el T ——— _—....._-.—-—--....----....-.--1
Total 205,00 1r1641.00 # 75,00 16852,00
_________________________________________ I e s s s ...._-_........,.L...._..._......,_{
Ly Inputs
2e Pest101ues - i - -
3e Fertilizer S 294,00 - 294, 00
4. mapure 100,00 - 30,00 -
S, Others - - - - A{
*'"*"'{;1;1 """"""""""""""" 235,00 | 384,00 | 300,00 * 294,00
K -------- R ol s g | A——— e B i s g -4
B RN iy 0 o Sk G CRB O o - ; l:
1I1,Gthers E |
1, lend revenue " | 400,00 | - | 12,00
2, Interest - 161,00 - 367,00
3s Depreciaticn 250,00 - o~ o
4, Others 140,900 260,00 120,00 -
——————————————————————————————————————— d'—————-—-—-——li*n—-——————&----‘“—'d
Total 390,00 1521,C0 120,00 439,00
brand Total 1833.00 4046,00 495,00 2085, 00 '
__________________________________________________ o i Y et e i i
Total Cest 1 ns 6879,00 Total Cest 1 ks 3050,00
2 4046 ,00 2 2585,00
3 5629,00 3 30450,00

¥ lncludes aniral feeus, Lirins cat

tle, ete,
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Appendix (A)(?,)
_____________ .__-___,___-__H_TL—__—u__-__w-u-”u__--l A i S A B
Sawple No 17 18 !
' (12 acres) (7 acres) |
items Owa ncught own QBought g
(hired) | (hired)|
--------------------------------------------------- it .
1 - E | : *
Labour Cest . § f
| | % r
1, Seedbed preparation ‘ = - b :
2o Plucking secdlings - 150,00
3¢ land preparation = ~
4, Transplantion ‘ - 400,00
5, Land maintenantboc - —
6e Pest control - | o
Te Horvesting o 450,00
8, Haulage : ' -
9, Sayinhngz{igr.iorker) 810,00
Tctal 1810,00 > #
1, Inputs
1, Seed =
2, Pesticides s
do Fertilizer 258,00
4, Manure -
r 9s Othuers -
G- S S | 380,00 | 258.00
_____________________________ T S
I1,0thers 5. %
i, Land revenue . 32,C0
2, Interest - 67,0C
Jy Uepre:iation - -
4, Others 120,00 -
* Total 120,00 99,00 20000 208.75r
t. Grand Toetal 084,00 2167.00 1898,40 238,75
________________________________________________________________ -
Total Cost 1 Ks  2751,00 Total Cost 1 Ks  2137.15
- 2167,00 2 238,75
3 2751 ,00 3 2137,26

* Includes animal feeds, uiring cuttle, etc,




A

Saiiple No I 19 \ 20
(20 acres) {7 acres)
------------------------------ [ T e e e e e e g
items Own Bought Own Eéﬁought
. e (hired) | (hired)
BT e e e S S o — - - —— — o —— g f—-———-————-ﬂ-ﬂ- ot T e e D S G S are = —-—————-——-}f ——————— -
:
I, Labour Cest ! i
; ;
i Seedbed preparation - - . 30,00 | -
2, Ilucking seedlings ~ -~ - i 170,00
3. Land preparation o e | - . 80,00
4e Trunsplanting ~ | 880,00 | 400,00 ¢ 178,00
Se Land maintenamce. [ - - i 150,00 | -
6+ Pest control | - 1 - ' - : w
Te Harvesting o 726,00 | 79,00 -
8. Laulage 28,00 — - 14,00
9, Sayinhnga(Agr.WOrker) ‘ - n1670°00 - ' - ﬂ
—————————————————————————————— +—-—-——-—-—.—-—-—-— P —— -———-—--n-—--—-—r--—--—----'
Total 28,00 3190,00 300,00 319,00
—————————————————————————————— ?--—--——--—-—-— S . s e . S o B e S~ | " — — - —
il. Inpust
1. Seed 375,00 - - 45,00
2, Pesticides - | f e = S
3y Fertilizer - 392,00 — 98,00
4, mMenure 35,00 - 20,00 -
*_ 5 Y Others L) — — —
Total 410,00 | 302,00 20,00 ' 143,00
lo-.-.-—----——-—--—_—..._——..-_-.—_.—-.-—.— ..--.._.-—-—--..I(‘.--..—.-..._-..-.- —————————————————— -1*
ill,0thers ' : | ;
1 ' 1
1, Lané revenue - g 110,00 | - 10.001
2s Interest - 337,00 ~ 175,00
3. Uecpreciation 1C0,00 | - " =
40 Otuners — 1260,00 60,00 -
f ______ Eitii _______ 100,00 1707,00 60,00 185,00
________ Grand fotal - 538,00 5289.00 | 350,00 | 627.00
fetal Cest ﬁ Ks ggsg.gg Total Cest 1 Ks 1027,00
o ° f) 3 £
3 5189,00 3 b
< 1027,00

* Includes animal fee

ds, hiring cuttle, etec,




Appendix (A)(“)

[ Sample No | a1 22
{© acres) (11 acres)
&“‘ ——————————————————————————— e o o o et e e tn v € S st o v o Tl o= v v mo o 4 ot e o e v i
iteus Own Bought Own ? Bought

(hired) | (bired)

L.— ................................. # ———————————————————— S B TR T ******* —t 3
1, Labour (ost §
b
:

1o Seedbed preparation 50,00 — 50,00 -

2o PIlucking seedlings e 200,00 — 240,00

3¢ Land preparation 360,00 - 450,00 -

4, Transplanting - 450,00 —~ 550,00

Os Land maintenante = 300,00 - 400,00 -

6. Pest contrel - e ﬂ - ?

To Harvesting h - 405,00 - 405,00

8s Laulage 49,00 - 42,00 -

9, o_,lnhnga(nbr.wc*&er) - - - -

Total 759,00 1055,00 942,00 1195 00
I. Inputs

1, Seed | 135,00 - 165,00 —

2o Pesticides —- - - -

3¢ Fertilizer ~ 196,00 - 214,00

4o Manure 50,00 — 60,C0 —-

Sa Others - o - -
R ™ e 185,00 | 196,00 | 228,00 | 214,00
————————————————————————————————————————————————————————— e e o o
Ii,Cthers 1 ‘

1, Land revenue . 40,00 | = | 40,00 |

2, Interest i - 230,00 - 462,00

3¢ Depreciatioen { 15C,00 o= | 410,00 |} ~-

4, Cthers - - il | -
_____________________________ Rt NN S SUS

Total 15C,C0 270,00 110,00 502,00
-.-.....-.._........._1............._..........................._....._ e e e e o e el e o . o s r. _________________
_ Grand Total 11094.00 1521,0C [1277,00 {1714,00

ietal Cost 1 Ks 2615.00 fotal Cost 4 Ks 2988.00

2 1521,00 2 1711,00

* Includes aiiwal feeds,

hiring cattle, ete,




Appendix (A) 2.

S GNP TS Gard PERS G I T T GRS AR WO vy NS P WD (N e Eante il e el i Ll g e I S S S S———

Sample No

B et ] B A SR S S G GRS PO w— D - e g—

D O ST s e SRS IOEe G SRR e DIE SRS T G IR D W e e e el W O G W W RaTe g (e AR ESE GRS T IR DN RS g e wme G TT D S8 G Wl ST S mON TWER S0
. 4

It ems

AEN SRR O Ve P T G W e e G SR T SRR T SRS gege W GG SR GEES SIS e WO o S0 Ge et T I p—— — G T SN G P sy S

Labour Cost

A T A B TR D s

les Seedbed preparation 100,00 - ; -
2, Plucking seedlings 80,00 80,00 | - 141,40
3. Land preparation 450,00 o i - -
4, Transplanting - 600,00 | -
5, Land maintenance: - 400, 00 e 1 &
6a Pest control e = § —
T. barvesting 405,00 e | 324,00
8w caulage 42,00 ! - -
9. Sayinhnga (Agr.Worker) - - ~
Total 1477,00 680,00 324,00
______________________________________________________ e
lnputs
1? Seed 180,00 — 165,00
2, Pesticides - — -
3, rertilizer - 276,00 -
44 Manure 50,00 5C,00 30,00
8¢ Others - - -
Total P "ESBTES""T"EEZTSS" "195.00 | 178.0
HII,Others |
1. Land revenue | - . 32,00 - 42,00
2. Interest - - 467.0C ~ | 50,00
3. uepreciation - ~ ? 200,00 v |
4¢ Others - 270,00 } - L 585,00 |
Total e 769,00 200,00 BTT (00
urand Yetal 707,00 k1675.00 % 719,00 [ 168;::6— N
_________________________________________ i,........................_ e o B .4
Tetal Ceost i Ks 3382,00 Tctal Cestl Ks 2400, 20
2 1675,00 2 1681,20
3 3382,C0C 3 2200, 20

* Includes animal feeds, hiring cattle, etc,
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Appendix (A)(’{/

e 5 S S, T .
Sample No ad 26
(6 acres) (12 acres |
items | dwn 5;B0ught Own Bought
{ (hired) 5 (hired
§
------ o !
Labour Cest ] !
| | ' ! j £
1. Seedbed preparation 30,00 | - 75,00 | -
2, Plucking Seedling 120,00 | - 120,00 -
de Lond preparation 300,00 - 450,00 | -
4, Transplantine | 300,00 Fi e ; ~ 1 400,00 |
Ss Land maintendmegve | 200,00 - - 300,00 | =
6s Pest control b " w~ § . ;
1o Harvesting 270,00 . = - i 540,00
8, Liaulage ' 21,00 , - | 56,00 &
Os Sayinbga (Agr.Worker) - - | -
_____________________________ ot P SN N S
Tetal 1241,C0 - j1001g00 | 040,00 |
———————————————————————————— L------—---n—---—h-r--———-n-—— el ekl e ——
I. Inputs | 5 |
1.5eed | 90,00 H 180,00 & |
2aPesticides & ” | & | s
dolextilizer 85,00 - = | 294,00 |
4, manure 15,00 - 50,00 o :
Sa«lthers 4 - 50, 00 =
Total T e :"""I‘;;;:aa' Y- J
I1}0thers g i w %
! N = ‘ L, 1
1, Land revenue i - . 20,00 - 55.02
2, Ioterest : ~ 0 119,00 - 184,00
3s Depreciatiexn 60,09 : - - 80,00 -
‘e Cthers - { . f - | -
[T FeS Sh D Ve e v 7 R S N et 0 i T e e £ e % GO B 0 e e e 5 B et 5 a8 e e e O N o g e '-*“g- ———————— R S . s i e .‘;
total -f 60,00 139,00 | 80,00 | 159,00 |
IO 000 S o 0 o e B e e et G S e e 9 e S W s et s s o 8 P g s e i s p........__....-..,..........&..._.._--.ﬁ,”.-._,—.é*“, [ ——
Grand Total l1491.oo 139,00 |1266,00 | 1393,00
————————— el e e S R —— -—au'----—-.“;.-m—-_._-.—.._-..— e p—— W O v — W~
Tetul Cost 1 Ks 1630,00 Total Cost 1 Ks 2659,00
2 139,00 p 1493, 00
3 1570,00 R 2579,00

* Includes wnimal feeds, hiring cattle, etuc,

§
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Appendix (AXV%/)

Sawple No Y | o8 |
(15 acres) ! (8 acres) i
——————————————————— o o e 0t o e e e e o i 5 i S e e U O e i s ) G e G e S o s e 00 1 i e g e ¥
it ens Owin E vought ¢ Cwn chught
. | (bired) | | (hired)
————————————————————————————————————————— %“——m—mnnmw?———————wm%-mnmﬁww1
Labour Ceost ' ﬁ E- |
. . . | B | %
1, Seedbed preparaticn 70,00 4 3,00 ¢ 80,00 -
2. Plucking seedlings ' 240,00 . 40,00 | 8v,00 -
3o Lomd preparation 450,00 t e i 300,00 - §
4, Tronsplanting | 500,00 .+ } 100,00 15,00 | 150,001
S5, Laud maintendnik.c 400,00 * - 250,00 -
6o, Pest congrol ; - | - ﬁ - | - 4
7, Harvesting 770,00 | 225,00 | 770,00 | «
8, Baulage 42,0 { 42,00 § 28,00 !
QesSayinhga (Agr.Worker) §40,00 %E -
Tetal 982,00 1128,00 150,00
______________________________________ ﬁ,_m___,_Jr_____h
Inpubs 5
1;. seed . f 120,00
2¢ Pesticides - i -
3. Fertilizer 392,00 | ] 196,00
4, monure - ! 30,00
Se Others — —
A gl 202,00 | 150,00 | 196,00
iI1,0thers
1, Land revenue 83,00 - i 3.
\ 2e Interest 575,00 — P0
| | 3. Depreciation - . 60,00 |
| # 4, Otuers 270,00 | -
_________________________________________________ | NSRRI W—
| = Total 928,00 | 60,00 81
o o e e e et e e e e i e i s o e e o e e 2 e 0t 2 oo e e e e
t‘ urand Total 2302,00 : 1338,.00 427,50
_______________________________________________ AR TP SR
Total Cost 1 Ks 4¢79,00 Total Cest 1 Ks 1765,50
i 2302, 00 2 427,60
3 4559,00 3 1705,50

* lucludes aniwmal feeds, hiring cattle, etc

[




Appemdix (AX’f /

. g e e i e ——————— A A A o -
ample No | 29 | 30

| (9 acres) 1 (12 acres) |

Items ? Jwn Bought } Own ; Bought %

| (hired) | ¢ (hired) |

‘ rt—r— s e e S T I

1. Lahour Cest

e A S G lreo - -

SR A
e qf.\gagm;-,ﬁ-mwnﬂrmw@‘A’fl"'-"l’i""" <0l
A
- iy P

1, Secdbed preparaiion 5C,00 i i - ¢ -
2, Plucking seedlings , - 280,00 | . = g
d, Lond Ireparation { 506,00 = i = | -
4, QIransplanting 1 120,00 270,00 | - . 500,00
5, Lapd mainiengmee @ | 400,00 - : - -
6, Pest control é . 5 - g - -
7, Harvesting i - . 135,00 % - - 450,00
8 ﬂauldge ' j - ’; s i - _- auu.oo “'
| 9, sSayinhga (Agr.Worker) | . ‘ - % - . 810, OO;
e i e L S pp—— ;-—.-—-— ——————— 5 -—-—-—-- ———————————— P R —
' r R
| Total 11070,00 ., | 685,00 |  ~ ! 1985,00
A —— il PES————  SOS— . SO
. ‘ g P
11, Inputs @ ? : f
==k |
le Sced ¢ 180,00 5 - . 180,00 -
2, Pesticides ; - ; - ! — ; -
| 3, Fertilizer ; - | 314,00 | - | 298,00
r 4, Manure ¢ 40,00 ] - I 60,00 "
E Se Uthers 2 - g - & n
. h _ ;
I 5

III.,0thers § f :

)
t
i
t
)
¢

1, Land revenue ; *

| . - 27 900 i - 420 00
3 2. Interest ; & 85,00 | - 359,00
i 3e Lepreciation . 150,00 ; | -
t e UCP . OI A ’ - °c bl
§ 4, Others - ; - 1401 "
B N i i B —— . - —— ¢ ] -
| tetal | 150,00 | 142,00 | 140,80 401,00
—————————————————— o - e S o s s - — s - e T peap— S ——"— ———— — ) — " s G ]
F Grand 1etal 1440,C00 -T1111.00 ? 380,00 j 680, 00
e T e S — ! — L N p— --
fotal Cost : | Ks 2551 .00 1etal Cost 1 Ks 90“0 00
pt. 1111 .00 P 2680, 00
3 2401 . 00 3 09“0'00

* Includes animal fceds, hiring cattle, etc,
i
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SERVICLZS I0VIDSD 04 CREDLY BY ACRICULTURAL MECTANIY..TICN
DAEARTEENT. |
YEAR S32Tu% . LOUSHING AND LTOUNT  AVOUNT “ N
SEIT. 30 HARROZIIG 1 RECCVERED OUTST. .NDING RECCVIRY
1563 2.29 1474 0.58 75
1964 3.05 2.09 0.96 68
1665 5. 24 2.3%6 2.88 45
1966 5 40 3.1% 2.26 58
1967 6.9 5.04 1.86 7%
1968 0 5.67 1.63 8
196¢ 3.07 6.10 1.98 75
1470 7. 14 5422 1,92 7%
1971 6.63 %v.5% 3. "0 50
TOTAL 52. 0 34,65 17.38 66

1/ at K18 per acre

for plough:ins and

K12

Lper

ource: Agriculiural liechanization Department.

JCTe

‘or harrowing
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scCoounts of the Villege Banks

(Mlillion Kyats)

' . , Pay ients to
Year #Ending Shnare savings Frorits roval Villace
3ent.30 Cepital Benks 1°
Deposits Deposits Decosits |
1902 146 5.V el 17 .90
1905 U 44 1.06 6.16 - 6.0b 2.10
1904 2¢12 1.82 4470 3o okt 1.90
19605 5429 5.57 15.2 2U0. 5% 1.9y
19006 U. 24 1.90 B0 10. 84 1.5Y
196"/ Ue1Y 1.U3 5.64 b8 U.94
1908 Ue12 1.49 M 75 11. 36 UaY1
i) .16 1ebu E .46 10.12 1.8
1970 Vel 1.00 a7 Q52 215
1971 LJ. ,IL!' /l 068 '-{!094' 9 ™ 76 t}. 26
1972 0.20 149 7o 4 8.9% 3. 34
TCTAL Y.71 205 35.°70 114,96 18.9Y

1/ an;e;t made froa profits deposits to Villages banks for
—  COUdv-ngency exjense and for maintemance of accounvs,

source: Agricultural Fin-nce Divicsion, URB,
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VILLIGE BANY LC.ASS BY CROP

(milkion kyats)

Percent of Loans

fear Inding 1967 1968 1968 14990 9991 1972 1567 1572
Sept. 3L
Paddy 85.8 89.1 103.1 122.7 12847 4261y B4 B
Jheat 5.6 o 2+0 2.0 20 el Js5 1.4
Fesingon 4.0 Cod- C.7 e S PR, - 58 -
Cotton 2.7 2.4 4.2 4.8 5.8 9.3 o.¢ 4.6
Burme se B 2.0 5.4 5 ot 4,1 4.2 3,2 el
obscceco

Chiilies 2 2.8 e O 5.4 5.3 S5.4 2.0 247
Onions 1.7 1.6 1.8 1.9 = e a7 Ta5
Others 1.9 4.7 6.9 P 3.6 12.6 1.8 8.0
TOTAL 102.9 106.1 125.2 146.4 121.4 157.9 100.0 100.0
Source: Report to the People 1972-7%



Appendix (F)

agricuitural Loaxn. by Urops

(Kyats in thousands)

Sr.No.

Crops 1975-75  1976-77  1977.98 1978-79
S i (Revised (Estimates)
mstiates)
1 2 3 4 7 S
1 Paddy 1399 1737 9790 693430
2 dheat 2172 4548 552% 6U75
5 llaize 1060 1227 1817 1999
4 Groundnut 22263 57870 06251 72876
5 sesso.um 3679 4788 12164 13377
© .Lules =g Bears
55671 421G 10779 11858
7 Chilly 2829 %182 3275 2602
g Garlic 580 551 57% 650
10 Fotatoes 54% 514 568 404
¥
11 Virgin:g 547 - - -
12 ’-;mr;-.ae:se'jL‘ob:;«JLc:cgs’M _— il e
15 seeds Prcducing - - e 454
ewdlole oil
T TEsee 65400 115398 80UY597
Jource: Report to the Pyi-Thu-Hiut-Day 1472980,

slnce 1978 monson the rate of op
KEs. 70 rer acre,

Lxploretionsg:
weck of Februery to the 1.st
Credit rs from the first weelk
epteaver.,
Harves! loun 1s frou

The period of pPre-monsoon credit's f
weelk of ilarch. Ihe pe
of April to the Last week
winter credit is fropu ~eptember to vie

edit has peen increased to

1
Iy od

e of Hove .ver,
loveaber to the end of Decenber.

0id tnie firpgt

HMOnsSoon



dgriculiural Loans
from 1964 to 1978 August.

{

Sr.lo.  Iaurticulars Losns Repaylent — Balance  Repajuent %
1 : 3 4 5 .
1 4964 to 1970  B548Z7 707039 87788 89.73
(i‘onsoon) :
2 1970 Hervest 21508 196656 1902 91.18
3 15970 Jinter 14636 W15 499 % .59
I 1971 Lonsoon 115178 106059 Y118 02.08
5 1871 Harvest 14805 17142 2067 86 . 54
5 1971 iinter 14963 14252 73 95,12
7 1972 Lionsoon 116265  4U2224 14U 87,92
8 1972 Barvest 7234 5542 1692 76.61
9 197Z Jinter 21690 19875 1815 91.6%
10 197% tre-lonsoon 1%%% 1029 404 77« 1Y
1 1974 1 onsoon 14537 14260 277 98.0Y
12 1974 Jinter 18047 1750 297 98, 35
1% 1975 Lre-lionsoon 237 119 118 W21
W 1975 Fonsoon 2173y 21417 322 98.52
12 1975 Nidntern 21959 21422 529 9729 |
16 197 Fre-lonsoon 172 82 90 7.67 f
17 1976 Tonsoon 26909 26265 oL 9/ .61 i
18 1576 Hervest A 5 - 100,00 ‘
19 1976 uinter 37893 34508 3365 91.12 |
80 1977 Pre-lonsoon 595 502 . 93 8. 37 |
a1 1977 lcnsoon 71406 49247 22159 68.97 |
e 1977 Harvest 122 24 101 172 f
2 1877 iinter 45027 8955 24252 4.%4.87 ;
2l W78 Fre-ionsoon 667 1 002 s "5 ‘
25 197¢ Tonsoon 724052 Al 124018 0.005
2169056 1291571 3Y'/485 58.62

source:  Report to the Iyi-Thu-iilut-Tay, 1978-'79.




Basic Data on Faddy and Rice.

i e e I

- . "’g;;g““"““}rodﬁ551;;s'" Yield procure- procured Free
No. fear Acrage ] Per Acre ment price Harke
(Thousand) 0C3skets tons (baskets) price
1 1%61-62 11357 3158 6792.0  29.14 1448 512
2  192-63% 11953 3438  7550.2 30.76 1656 %12
3 1963-64 12475 3730 7667.0  29.92 1950 12 324
4 1964-65 12624 4077  8372.0 32,29 1955 L 320
5  1965-66 12350 3861  7927.0 32,22 1578 512 568
b  146b-67 12528 M81 655, 28.50 1035 550 1411
7 1967-08 12145 5724 7e46.7 32,02 1091 558 1329
8 1968-6Y 12402 2845 7896,2 2.67 429 558 Q24
9 1909-70 12243 5327 7858.¢ 33,15 4453 358 508
10 1970-1 12294 5912 8033.0  30.91  q4py 558 587
11 1971-72 12500 2918  BO45.Y 55,28 1080 by 1122
12 1972-73 12014 5528 /240, 31,58 5883 454 1489
13 200 12775 4102 8468.0 4,20 720 600 1842
14 1Y4-95 12'75% 414 Bansg 34,04 1297 900 1605

" oources: Uenvwral 3tatistisal Office,

T e T v
e S AL




Appendix (I)

Bank Léans Per icre frow 1971 to 1979 (Ks.)

———

Crops . onsoon d#inter

Faddy 25 (35) 35
Groundnut 50 50
Sessamum T 10 | 10
E;iﬁe . 10 | 10
Cotton 20 | 50
Potatoes 75 | 75
Virginis " | 80
Jute 20 _

rulze® sngd Beeans 10 | 10
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