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finzncial institutions in Africa have found production vredit for
mall farmers o0 te an expensive and unprofitable venture
Dctractors of smellholder lending have beon led to declare it
neither warranted nor rmnerellv )O“Slbl@" (HoWse, 1974, 259.)
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By contraét, near universal ﬁunport has teen given to group

credit = = a method of extendlnﬁ loans %o associations of farmeérs
rather than to individuals - -~ as a potential organizational
solution, ~ Leading aubthorities have claimed that "groun

- approzches may be, an economic necessity in organizing credit :
systems® {(Lele, 1975, 97; see also Uphoff, 1984, 68) =2nd that
indigenous village organizations as channels for delivering
credit « .+ v deserve consideration end study." (Wlller, 1977,. 86, )
The World Bank concedes bhwt “the best )rospecto, in the. future,
will lie in some -form of group reaponsibility Tor 1nd1v1du<
Pocrowings®™ (World Bank, 19750 49)

The purposeé: of thls peper is.to ex:mine the role of farmer
orgenization in the mobilirzation and administration of
agricultural finence, = We show that; in the communal lands of
Zimbebwe, farmer groups facilitate savings end access to
ingtitution:l -credit, We almo demonstrate that terms. of JOlnt ‘
lizbility are the most elfective in reducing administrative.costs
and recovering loans., The Comnission of Inquiry into the
Agricultursl Industry in Zimbabwe has reoommended that "loans 1n
the communal areas (ohould) be ‘made normally to groups™"
(Chavunduka,'1982, 1555 see also Whitsun TFoundation, 1980a, 85 )
This paper vrovides evidence-to unequivocally endorse this views

§9urces of Creqii

Credit for” nea>ant farmere in Zimbabire originates in the main
from the. Small Farm.Credit Scheme of the Agricultural Finance
Corporstion (PWU), a government-sponsored national agricultural — -
anl, Tho programn was latnched-in 1978/79 by the Muzorewa -

govrrnnent in a bid 1o bullu rural political support in the = = '
WdﬂLﬂb -days of ZlﬂbaO'e"RhOQEGlu It was expanded gubsttntla*gy

ter 1980 by the indeneide ence government of Robert Mugabe with
flnrncl 21l zgsistance from uhP Intcrnutlon_l Development
Association of the YWorLld “Rank., In 1983, the AFC made loans to
p@asant 1arners totalling $2344m, =2bout 909 of which was to
purchese agonal liwuts. | The averag spauonﬁl lozn was
approxinea tely $250 per. farmer, ehough’ for exumole to grow: two
“hectares of ‘maize or one and a half hectares of cotton (AJC, '
Statements of Loan.Accounty 1084.) The AFC is the dominant force
in institutional credit in Zimbabwes frov1d1nr 58% of all loens -
in the areas surveyed in a .study of farmers . organizations: in the
'1981/82 season- (Bratton, 1984,) and an even higher proportlon in
‘other parts of the country ahd later years (uee Table 641,)

The active non-governm ent (n.c.o ) sector in Zimbabwe channels
- small amounts of finance to peasant farmers, in this case 39n of -
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- all sensonal loans in 1“91/02. Jnllko the ! FC, Jnlch is chdarged
with serving *the count rv 28 A WHOLe, Neg.0s's are: local in: acope.
Toans ave distributed through projects targetted at specific . i
Ti]l*f‘n » Terme Tnuos in o cﬂcultr r“"l“pna In 1922, for
cxzample, quvelra Hous oluuuT“u 9),000 in its :)unp-px.‘lmlnb
Tevolving loan fung?- 1n(h@s onul;ud, all of it %o ﬂurchasc
seasonal inputs (Silvedirs Houde, 1983, 89,) The average 1ozn was
341 whizh, bakcen Loﬂetu;r with a Tarmer deposify wa enough. for.
one 2eore of melzes -The Silveirsa House scheme is cle rly mo;b
modest, reaching I“ﬂer f;rﬂgr w1th s smallen crpalt nacL =¢ thsn
the +¥FC schene, ‘

differcnoes scale of ovcra+ion;~%here are basic .
ities an e wy thet gevernment ﬁndvﬁﬂn-“OVﬂrnment cvtdli
.aWﬁn01C" aporonch the pcusanu sector, . Fermers -always receive
thblr 1dards 4n kind, in.the form of Merop packs?! of seed, -

fortvilizer and chemicalse The 4¥C will also finance tractor
plouzhing end, on occasion, hired labow for cobton and tobacco
‘growerse. Negeo. cradit regularly includes the cost of transport
services o deliver inmputs to the farm, - In both cases, the crodit
agencies are faced with furnhr) who luoL'uunblble ussnta, for
example z frechold title to ‘land, that c%n be held in security
“against a loan, . is a resulty losns. are guarantced by a lien on .
the farmer's crop, administered in Zimoabwe in the form orf-a.
Tatop order’ on puymont by a-ucrkoting bowrd, ...Yhen the board -

recelives the Qrpg,}lb.flrst pays the lender in- full bafore .
rele nSJﬂ” any procecds to the farmer.

Otberwiue, govornmonf #nd NegeCo Inatitutions ‘have a dl“tlnct
orientation which. do%orinines who each E0TVES. The AFC is '
charged by zovernment to. "upplv finance to execute national -
policies of urban food seburity and agricultural’ vroduction for
export. aAs in Lho comnercicl” sector, the thrust of the AFC loan
PLoLT:m ﬁOW&TdS'thQ.Sm”l] farmer is to boozt. the output snd sale
of marketanle cronss - Delection CthGIlu for eredit users are =

clear cnd tight. Only fﬂfm\"S who arc T esident full=time in a
rurzl aren .aroe ellglJlu e mein cons 1dgxations'aro’thé

“technical end ecanomic viability of the farmexr's proposed
-cropping prosram. and hia'dr her "integrity and ability® (iFC,

B84, As Nyon~1r;1, 1984, 5.) In order fto be included in the AFC .
loan program, o Tormer mwust have uhe skills and experience to
‘reap o return 6n en investment in new crop inputs. . The AFC-.
deploys itd own flﬁll staff to sereen farmers for lo-ns., - The
‘pelicy of acoentirz only those decmdd to be a sound risk mesns
that Tormers with. the hlghost vields, highest crop szles, or a
record of ‘repayment in an” LS%RFll shed credit. scheme are given
preference. By deflnltlon, thﬁse are the blTGCS+ and best
farners. :

The NeZ.04's have more 1130r11 lendlnb pollole They ain not

‘only o maximize ou+ﬂ1t but-also at educational ‘and welfare
goalc. - The Silveira THouse rovolving loan fund, for example, was

first estoblished -in 1970 ”prlmurllj to help the needy, L that is
those JlEhOUt enoush crghY (?eld, 1982, 15.) The focuus -is on
the fara family and agri culturnl credit. lo regerded as o.means to
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improve the nutriiion and incomes of its memoets, Eligivility & | |
fo: 4 losn doe not necesserily depend on-the possession of proven
orm manczement skills out on agreement to underzo training in .
flnun01ul discipline (including record‘_nd'bOOk-kue“ing) end to
follow -récommended practices during the oropping seasong Farmer.

groups are onbius ted t0 mrke the seleotion of eliglble users from
- among -their own number, ' Households that are beginning the ’

truus1t10u from subsistence to market production often find that-
Nyge0's are the only available source of official financial
gupport, - The p”OpOIthﬂ of women recclving loans us head of. - -.
households, or in’ their own »ighty is hlghcr w1th Silvelru House ¢
uh«ﬁ with AFC, : T e

X5e0e 's nonetheless generally resist esteblishing themselde as
permancnt financiel institutions.,: Not only do n,gy04's lack uh

resources, but they arc generally committed philosophically to

bridging their clients over to self=-reliaonce. at the earliest
opportunity, The aim ig %o "Drlme the pump? for a few seasons in

.ordsr to-énable the household to accumulate its own resources to

purchase seasonel and dapital requirements,. Indeed, as of 1983,
3ilvelra House d901ded to phﬂse out the revolving credit fund in
ordor to concentrate on the formation of producer cooperatives .
and credlt unions (S:.lvolru HOuse., 1984 70 ) -

”he source of credit varies m&rkodly "mong the oommunal areas
surveyeds Lhe vast maJorlty of loans in Guruve (88 originate
-from the AFC with only a hondful (5%) frou the nonegovernment |
Cormission for Social Services and Development (see Table 6.1 )
The pattern is reversed in Wedza where Mt, Sty Mery®s Mission
adininisters most losns (7150) and the ARG deuls only with a slim
stratum of experienced formers (ZBN..) Where both government and
non-vovcrnment sources zrc availalble, farmers dre.in a position
to ‘compare the strengths and weuknesses of ech, In Wedza in
1983, more farmers fovored ATC credit (BOA) than uresently had

it, The reason most frequently given was that AFC, unlike the
mission, did not ask formers to pay a deposit towords the cost of
inputs, - The farmers either overlooked the fact that AFC charged
interest whereas the mission loah was 1nterest = free, or preferred
to poy intersst at the time of loon’ recovery as opposed to a -
deposit Mup front." The probable reason Is that farmers h°ve

cash in’ the pocket in Sepicmber, vhen they are paid for the crop,
but have exhauuucd their cash reserves by the following June vhen

~ deposits’ are duc._g;armcrﬂ also felt that the mission loan.

limitatioh of one acre of maiwe per. farmer was unnecessarily
restrictive and welcomed the APC'° willingness to finahce more
ambitious croPDing programs. ' Those who favored the none~

: governmental schome (58%) did. not usually refer to the terms.

of the loan, Instead they mentioned the “timely delivery of
inputs zrid the uva:.l.‘olllty of transport to markete . ‘These are .
part of the mission's 1nto"rutcd program of support services, of
whloh the prov151on of c*edlt wgs only a pﬂ¢t. :

It is notuble th ] commorclul b,nkers, local tr ders and -

professional moneylenuefs plzy 2lmost no role in flnanclnb

. peasarlt agrlculturu *n Zimvakuve, In no district did any
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rsspongent say" that money or goods were’ borrowed from‘a bank or store,’

. though in Wedza fertilizer was available on credit direet from a .. -

city manufacturer, Nor is there much evidenee of organized
moneylending ‘by middlemen of the kind prevalent in West Arica

. or South Asia (Miller, 1977, 11 ; Tapsoba, 1981,) Only one

" farmer in the survey claimed to” have a line.of credit at a local -

store, which happened to- be owned by his uncle, -A rural trader
from Chinyika remarked: "Loans are a vexry Aimited aspect of A my
business, I only extend [Eiedlt;7 to a few farmers with a very good

'~agrlcultural record." . (Maauru, 1984, 24) AS will be shown lztor, o

funds for input purchases do flow among family members and -
relatives, but rarely in the form thet farmers identified =s a

© Mlozn," that is, with 2 specified repayment date or.interest

.rate, In Zimbabwe, only a few farmers: (9%) report formal "loans"

Iy

- from sources within the extended family, though in-Gutu, where
.~ institutional créedit is scarce, this practice is much more common

(AO%) thar elsewhere (sce Table. 6 1 )

' Use of Gredlt

- As in other parts of ﬁfrlca, 1nst1tutlonal credit in Zlmbabwe is

not directed principally at the smallholder (Lele, 1975, 81)
After flve years of indépendence the lion's share of- agricultural’

:\finance = = 73% of AFC loan funds in 1983 = = was still.consumed by
‘the large scale-commercial farmer (see Table 6424) Long=~-term

loene for the- purchase and improvements of Land are only "™

-availableto thls sector and medlum-term loans to communal -

fa*mers for draft powery fencing and agricul tural chhlnery are

t00 scarce. to neet - dem'nd. (Chsvulduka, 1982, 150,) ©

The provlsion of ugrlcultural flnance to peasants has a Tecent
history in Zimbibwe, Between 1964 and 1978 the Agricultural Loan
Fund (ALF) gave loans through a network of newly-established -
cooperative societies \Whltsun Foundation, 19773 Cheiter, 19763

‘Chevundukez, 1982, 152,) 4 serious effort to finsnce smallholder

production was. only begun, however, after the Agricultusal
Finance Corporation assumed control of lending to the peasant

- sector." thhereas in 1979 communal srea farmers received.less that

2% of total loan funds, by 1983-their share had jumped %o 17@

' (soe Toble Ge2e)  In terms of numbers ol LOCHS, TILS Topresents

69% of the transactions entered into by the AFC, - In short, since’

independence there has been a merked shift 1n o-ovc—’:::'nmen’c crealt

_policy toward the smallholcer without, at the’ same tlme,

serlously 1mpalr1nﬂ‘tLe ACCCeSS of the’ 1¢r*m COxﬂeLClul nroduccrs.'

"Dsspite the redlrectlon of credl"luclll ties, : the household s**vey

data. from three communsl areas ‘in: Zimbabwe 1ndchtes that loan money
remains ‘hard to. come hy.. . In 1981/82, fewer tha n onhe in five

" emellholdérs (18%) hod a loan from an institutional credit scheme
.. (see Table- 6.3 ) . Most officis 1 loan money is extehded for o rop
' production ‘and is most readily available in the well-watered

}-.psrts of the countrv. _AVallablllty of loans deglines w1th

_'Ialﬁfall. A ‘far,er om Guruve is ten times more likely to recelve

a seasonal 1oun than’' a counterpart in Gutu,.- Financial

‘institutions in ZlmbgDWO"HOtﬂ governmental °nd non-governmental,

55/‘;'5"if'
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] concentrate their- 1nveatwentg in netural regions of hlgh -
' eu_lculnﬂral votentizl and low risk of crop fallure.
A‘In»actu llty, the pr0worulon of urvey resnondents w1th a loan is
“well above the!national average due to the unus ual characteristics
of ‘two of the survey districts. . Guruve, . especlally Chipuriro.
on the'plateau,'hfs relirble'rainfa1lg deep red clay soils and
‘werm temperatures. Even during the drouLhts .of the early:
1280's, smzll farmers regularly proauced ‘plentifvl surpluses
of naige .and- cotton, . The bankers of the. APC have therefore
-provided. Guruve ultherelatlvcly generous ‘credit facilities
-to the point where 31% of farm householdp receive a.-geasonal .
loan,: Wedza is atyp:cal in another sense, .TFrom 1966,
the Catholic mission; atb Husunzwi ran a packupe program f 0T malze
in ‘which fértilizer and sedd were prOVded on . credits Permere
gradually gained experlence 'in . the managcment of- loans and: . . -
- arrongements. were made for those with a - good repayment récord 1o
graduate_ from the mission into the national AFC loan program. At
‘the time of the survey, 19% participated in a credit schemes
Guruve and.Wedza arce therefore better endowed with finanCiEl
“services than other-peasant agricultural -arezs of Zimbabwe, - Of
the districts surveyed, Gutu, where only 3% of farmers have
.lozns, has. the most nationally. representative credit rating, The
norm 1» that only one .out of. every twenty. farm families. (5%) has
Pccess to seasonal - Crudlt.

d

‘Small farmers who seeure,a seasonal loan are likely to become
repeat users of credit rather than gaining en independent
capacity to finance farm operdtions. . Three out of -foux
households (7255 who take a loan.-in one sezson continue the
practice in the following eeduon (see Table 643.)  For AFC
clients, the second loan is invariably larger, permitting the
application of recommended levels of fertilizer to extended
acreages. . fepetitive use of credit is most common in. Guruve
(90%), probably because of the relative abundunce of .loan funds -
and the reliable productlon snd repayment record of most farmers
there. - It is lowest in Vedza (534). perhaps beczuse the use of
cash_for input purchascs is widespread, or because farmers in -
Wedza oen .chooge from several credit schemes, some.of which are
ekp"ndlng and attractlng flrot-tlne users . ' ' :

'Beceuse sf the 11m1ted snreed of 1nst1tutlon L crodlt, the: demand
by peasant farmers for loan funds is not being met, - Hopeful -
applicants arc regtilorly turned away from the annusl AFC locn
application meetlngs held dullng April at rural service centers

- throughout the country. - Even after drought yearsy non=

' govornmcntel loan schemes that require a farmer deposit are

fully subscribed, decpite thé f;nunqlnl_herd hl‘ entalled for the-
'_household., S \~_ . - ‘ o
In 1983, exectly htlf (5 0%%) of all farmers interviewed said that
. they would like to have a loan in the season to come (see Table
6434): Current loanees were much more likely to expyess interest
(91%) than. those without:.a loan-(41%,) ' This suggests. that the -
'experlenoe OL u31ng credl. hms generally been .da favorable one.

e
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Hven after a seowson of drousht, debt had not risen to a point .
wvhere credit uscrs hnd besone disconraged =nd wished to withdraw,
. Perhaps-credit users Liirbor the reasonable expectation that debts
will be rescheduled or even cancelled if only they wait long .
" enovughe Intercstingly, the level of demsnd. for seasonal credit,
especially emong non-users, is almost identical in every natural
_region, including those least hospiteble to @op production,

Given errstic sezsoucl roinfall, enrollment in a credit scheme.
exposes producers to high levels of risk, - For this reason meny
smoll formers justifiobly regerd borrowing morey Ifrom & fineancial
institution with =sceoticism ond suspicione The other sidé of the
coin of wmmet demond for credit among some farmers is the refusal
anong others to cxposc. themsslves to risk. A brosd stratum of
farmers, zsain exactly holf of the total (50%%) expresses no
interzst in horrowing money to purchase farm: iuputs. The reasons
given aré instructive (see table 6.3.) 4ll are variations on the
seme theme, that is, ferr of debt. Some formers (384) state this
. explicitly, often uding an identical whraseologys ‘"I am afraid I
will fail %o repay." As one Gutu farmer lezmented, "Everything I
earn from selling maize goes to my children's school feesi®™ A
similar respons¢ was heard from a farmer. group sceretary in
Guruves Even ¥hen-wc sell forty bags there is not .enough left of
‘the check to feéed the-.children., It seems like we are working for
-other people sznd not for our fomilies. We say 'no! to financel”

The root coupe is the low rate of return on the existing
technical packages under the conditions faoced by peasant farmers,
a problem which credit availability alone cannhot alleviazte.

M though the basio theme is fear of debt, the farmers explanation
is sometimes- indirects It may be couched in terms of the
farmer's own physical infirmity (13%) or the shortage of good
land (10%.) isked an elderly cultivator in Gutu, pointing to a’
barren streich of sandveld: “How can & field like this produce-
‘enough to pay back a loan?" Only a minority (1455) give what L
mizht be regerded as a positive reason for shunning credit, that
is, that they brefer %o use thelr own cash (see Table 6.3.) ‘

Use of Savings

Vithout credit, farmers must pay ‘the full price for farm-inputs -
before the agricultural senson begins, In Zimbobwe's peasant
sector, lorge amoints of household savings’ are mobilized %o cover
the ‘cost of modern methods of farming. . There are substantial
flows of eapital along informal channels into and within the
peasant houschold., Indeed more cesh is-mobilized informally for
input purchases in Zimbabwe than is distributed by formal  °
institutions. . By conscrvative estimate, between two and three
times as much money is available in an average year from personal
sources than from official credit schemes, As n other parts of
Africd, smallholders have a grester capacity to generate savings
than is commonly assumed (Adams, 19787 von Pischke, 1981, )

; o : ;f I .4.7/...!.;'
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One thecme of this study is the thorough 1nuegration of peasani
producers in Zimbabwe into the cash cconomy. Almoss:- all small
farmers (86%) comnit sa71n?c to purchase seed; fértilizer or
chemicals (see:Table Gede) Thoe use of cash is most common in.
Wedza (929%4), perheps due to the proximity of the area 1o the
capital city and its high -rate of male labour migzration,. But
- even in other places, 11Ln Guruve where credit is plentiful
- (83%), or Gutu which is "= from a.major. urban -conire (8248), the
~overvihelming mJJorlpy of households also invest personal savings
into agricultural prodiction, The “aVC”QQL" amouni of cash’
‘mobilized by each Mousehold in 1981/82 was $50 in Gutu, $57 in.
VWedza end $129 in Guruve, althoush the ihnre of disvosable
incomes available for - nnut purchases is very wide in each
district, With ctecdy incresses in input priceu, h3990111¢y for
fertilizer, these amounts will have since riscne ’
“Vhere do these uav1ags come from° When asked, farmers cave the
following omswers, in order of priority \uee Wwolo Gede): First,
monby foxr imput ourch"ces (JOD) is raised from ile sale of
oricultural produce, usuzlly in thé preeeding scdson, Most of -
thls cash comes from vrice=controlled. crops- s0ld through
officiel morketing channels, although some income does derive
from garden crops peddled in loecal markets, In 211 areas of the
. country, crop sales are the largest source of savings for input
purchases, Persunt farnors -in Ripbabwe are clearly willing %o
"plough back® into. agriculture part of the procceds of present
production, - The importance of soles Sy however, should not be
overstateds A "Ooasonall4y" effect is suspected in the datae.
The survey questions concerned the 1“81/8 agricultural season,
that is,-the season following tho bumper harvest of 1980/81 in
which peasvnto earned recora incomas from selllnv maize. .

"

Following drounht SEASONS = = Or @ven NOTme l 5easons - =
Cagricultural sales fall and remissions from urban wage earncrs
become a more commonlJ usced source of cach for input purchases,

Remissiqns from relativcs in town muhu an important secondary

contribution even when the rainu are roo Almost onexthird
(29%3 ‘of houscholds rely on cbsuont wogé earners o provide the

vherewithal to purchase lPﬁUuu, though this overall figure is
‘skewed downwerds by the unusually low levcl of remissions to the
self-sufficient farmers of Guruve (12%,) Working relatives
either send money home or, more commonly, purchise input items in

town at low prices, -z the. rains anp*ouc“, mizbands or relatives -

arrive for a-visit-home carrying & bag ‘gseed or fertilizer or a
Ppiece of farm equipment; . » :
The contrlbu ion of wa, ze remissions to the houschold budget as a
whole is even more. sub tantial. - We have not considered the use
of this type of income on houschold expcndltures on food,
clothing, passenger- transport or education, but. only expendltures
on seasonal agricultural inputs, he proportion of rural
households that devend on.urbsn wages for soclal and consumption’
spending is almost certainly higher than the one in three
reported here (uoanv1py 1)8)) '

8/acsee
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The remaindexr of savings for agriculture comb from casual wagé
lanor (21%), "often on a ﬁplﬂhbor'" farm, or from craft sales, -
.artisan work of beer~brewing (18%s ) LOO&l souxzces of off-farm
income, especinlly in arcas thet are marginal For ecrops, play an
_ importont supporting wole in uhe commer01alluaulon of pensant
produciion (Trus cott, 1983, )

.The use of porsonnlAsdﬁinvﬂ does not debend on'vhethcr thc
household hog 2 loan from a credit scheme, There is no
discernible differcnce in.the frequency of cesh purchases of
- inputs between credit users. (84%) ond non-uscrs (87%) (see Table:
6eds) - In other words, agricultu:xl credit only -particlly meets
and does not .éliminate the need for households to raise, their own -
resources, IFovmera. tead to simulteneously follow a veriety of
farm monazement proctices on different household vlots, with some
plots set aside for the application of input packages provided on.
credit, Other plots .are raserved for the inputs that the
household cssembles from sources of its own, while still other
plots are cultivated entirely without beneflt of -purchesed
inputs. Only in exceptional cases will farmérs receive enough
.credit to apply uniformly high levels of inputs to all plotss.
This is further indication of the generally limited spread of
credit services in .that loan recipients can ruroly borrow enough
to cover -the cost of all the inputs they use,
\ ,
Whether fermers uée credit . or cash clca?ly determines whethexr
they are able to purchase and apply inputs at recommended levelse
~ Tor example, the maize fertilizer packagé promot »d by the
» nationzl extension service.in Wedza cnlls for five bags of
- fertilizer per acrer a basal dressing of 3 x 50kg bags of -
. compound fortlllzer,'ﬂ]us . top dressing of 2 x 50kg bags of
“nitrogen, Fewcr than-one in ten. farmers (959 actuelly purchases
end epplics this packagel (Bratton and Truscott, 1985, 1. )} - The
great majority (835) buy smaller amounts of fertlllzer (59%9 or
no fertilizer at all (30%.) There is a close relationship,
howcver, between. adoption of the recommended vackaze and the use
of credit, dost of those who follow the  recommendation (76v) are’
© eredit uscre,; wherces most of. those who depart from the
recommends tion (74%) use cash clone, The implication is cleaxs
The rbconmended fertilizer package is not usavle by small fzrmers
in’ the absence of credit. Jlhe chances of wide diffusion are
negllglble because institutional credit’ will ‘always be in short .
 supply. VWhen farmers invest their own rusourceo, “they cut back
to %maller and cheapor +dnput packages, These packeges have the
potentlal to diffuse- widely, by tepping into the substantial
informal flows of savings. that orig 1nnte,-enter, and clrculate 1n .
- the communal londs, Sy :

Rese.rch elsedhere in Africa leuds ug to. expect that formal
orcdit will be chennelled to classeg in rural society who have
woalth, power and prestige (m’Chu’ and: Boker, 1982, 199.) A
predictable finding emerges from the. date in Zimbabwe that the
socizl distribution of small farm losns is uncven, Credit is
concentrated in the hrnds of fommers who have the lergest
reserves of cash, In every district in u;mbabwo,_qrcdlt users

-
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invest moreiperéoncl resources into input purchases than do
non-users. In Guruve in 1981/82 they used almost four times as
mach cash (u26A versus p09) and in Cutu nearly five times as much

(204 versus .$44) (see Tavle 6.5.)  In short, small farmer credit
“in Zimbebwe does. not resch +he oct needye. Indeed, credit helps
%o widen the zap- between poor and wealthy farmers. When credit
~and sevings are added together and totel expenditures on crop
‘Inputs conn‘rod, the credit users in Gurave and Guiw arce seen to
enjoy.at 1nwst soven times. as much in seasonel copital resources
25. non=-ugsére (cege $482 versus $69.) . - - '

The ‘question arises as to why credit is more evenly distributed
Tin Wedzo thin in other districts and: whv the dlSOQUcllGln effeet
is less severc there ‘than clsewherc. We -almeady know thet more
formers. 4ake loons from the mission than from the APC.. Onec )
platsible hypothes 1sfis that non=government credit’ schemes are
more likely to sgrve noor fiormers than government schemes, The -
Wedza data lend support to this hypothesisy though the case is
not comwclling, In 1¢ 81/8 2, the average! Wedza farmer put 557
from his owm pocket towurds~1nput purchoscs compmred with $67 for
mission credit users and $94 for ATC eredit users. We eonelude
that both types of ochomc concentrate on the wealthicr formexs
but that the bias 4s less marked for thc n.g.o. than for the
government credit Dchcme ~

‘Group "'nd Sag;ngSu

This . paper is vart of & broader study of small farmcr

organization,: Therefore the moin issue of intercst is the pffect
of orgonizastion emong formers on the mobilization of agricultural
finance, In partloul,r, we want 10 .evaluate the effeetiveoness of.

group methods of credit administration in Zimbabwe, Bafore turning’

_to this topie, a few words must first be g aid about’ the role of
farmer groups in orgsnizing rural savings, The literature on
this subject is fairly comprehensive (Smltn and Dock, 19823
Arnold, 1982; Chimedza, 1084) 50 the review here will be 'short,
But becnuse credit is scarce and oocuuog'farmer' fear debt,’ ral
‘savings mro elearly.. the majoxr uourcc from which future proauctlon
must be financed. : -
' There is evidence‘tngvggcst that group ‘farmers are better able
_ thon individuals to roise cosh Ffor crop production through .
- informaly non-institutional channels, The reason is not that .
group formers (90V) ore significontly moxe likely than '
individuals (B845%) to commit their own cash to seasonal input.
" purchases (sec Table 6,6.) Nor-do they spend significontly more
on inputs (#119) then individuzls ($110,) In fact,. the behavior
of group and 1nu¢v1du 1 formors 1s v1rtu«llj identiczl in terms .
of the use of crgh.  Only in multipurposc groups (Type D) do
farmers rely on cesh more frequently than normel, -Perhaps, os will
be shown, they lack consistent access to institutional credit
over ‘several scrsons (;or a clwssmflcatlon of former groups see
ratton, 1984, 7 ) : '

o 10/eaenne
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Rather, the distinctive role of group organization is to provide
a fremework for the accumulation:of rurel savings., Oddly, when
we first asked farmers .about where they obtalned .cash for input
purchases, nobody mentioned savings -ag a sources When we-
rewvigited farmers in Jedza in 1984 we therefore made sire to

probe into this subjects: The habit of sav1ng for planned

agricultural_pu ~chages 18 beglnan to catch on among Wedza - - |
formers with almoist one=half (48%) reporting that they regularly,
at least once a month, set-aside money 4o buy Le”tlllner-‘

Significantlzf9 group farmers (5151 are much me:e likely than
individuals (28%) to engagze in regular savings (see Table 6.6.)
Group farmers may heve -caught the savings habit as clients. of -the

extension service, whose message emphasizes the necd'to Jplan

anead for- lmproved agriculfures It is noteworthy,- hovever, that

'.ﬁroup membe rs tend to save alone in the niivacy of ‘the houuehold,,
rather than pooling with others in a joint-savings account. = The
" bonds of group organization apparently & not bind members

tightly enough that.leader are automatically entrusted with- fhe

"safekee ping of money, - Unlike other parts of the country such as

Manicaland -and Masnonal nd West; . the farmers of Maghonaland East
have yet to take w1th gusto to the idea of savings clubs, Yet
once procedures zre tautht for record keeping and banking,
farmers-do resvond, A campaisn to promote’ savings clubs in Wedza
raised the proportion-of farmers who belong frqm.Q%sto 9”_between
1982 and 1984 (Brwtton and Truscott, 1984,2.) ~ Without excention,
all the Wedza farmers who save %together with others .are memoers

of pre=existing farmer groups who have added savings as a
supplement to other group act1v1t1es (see mable 6464-)

:Prociuely how does group orga nléaLlon Help membe“e moblllue casn?

There are basically two formal-structures, each with "its own

AS , .
proceduress” For those who wish to save with others there are
savings clubs and for those who wish to s&ve alone there are cash

GLOUPS, -

A fea*uro'of'saviggs clubs is the common desire of members to
save money-as zn alternative to the use of -agricultural credit. -
The members, overvhelmingly. women, commit themselves .10 -meet

" weekly and depoelt sm2ll amounts of cash, usually ten or twenty
‘gents, Bach member sticks stemps into her savings oook according

to the amount of the Jdeposit and the ireasursr keeps e central
reeord, The conco‘:detfd club’ fund is baiked in «n interest—
bearing account - tThe neerest branch office of a

- finanecial inbtiﬁutlon. In‘Maungve Distriet, Menicaland, durlng

the 1982 drought, 920 farmers in 54 clubs acoumilated savings of
£14,400 (Cnlmedza, 1984, 53.) . Savings are not spent.solely on

'productlon inputs but also for consumpition znd ceremonial -
"' purposes such as' clothing, . funerzls and weddingse. = 'The group -

discourages the whimsical d1s51patlon of savings by ashlng

- members. to explain the purpose of each withdrawal, - While they

cannot ultlmanely refuse a member access to- her own funds,: the
group encourages frugal budgetlng, for example by settlng savings
targets to COVC.'mG'u* rouschold. ¢nwesumenta. Between JLly arnd
October, ea ch mowber or thu group 35 a whole w1uhdr lump sum

,i:' ' .' . B _ ' ll/e.o,o'o
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to buy fertilizer and seed. - If 2 bulk order is made, two members
go to the post office or building society to draw a check in

R

_“favor of the supplier, - In most cases, members obtain input items L
DP )

. without outside financial help, .but "after a bad season, some of
us have o go back to rela'l:lves oxr to oredl'b" ' (Ixumboedza Guaha. o
cluo, wamba.) g

ai_ng;ounu are more loosely organiaed +han savings clubu. Cash
groups include men, often a2 majority, and meetings are limited to
- two or three per yoars They mey even asscmble spontaneously:
when other avenues of_lnout procurement, for example through
credit, become closed or oversubscribed, All accumulation is -
" done within the individual household without shared targets or
organized rules of gavings and budgeting, . After the harvest is
in, the chairman calls a meeting of farmers in the area "to see
what money we have for ordering fertilizexh (Dombwe cash groupy
Mannwende.) The group compiles a bulk' order with edch-
participating houschold pledging to psy for a glven proportion of
- the inputs,. The chalrman 9r secretnry then contacts ‘the local.
~ fertilizer company representative or, if none is available, -
travels to town to place the order, Payment is made at this, time
~or at some later dste before the despatch of the goods, In the

- pasgt, the group used o pay the local fertilizer representative
directly, but this is no longer possible because of banditry -in
the commuunal lands, The members gather again on the appointed
dellvery day, -to participate in- unloading the delivery truck,

The group then disperses and, in the loosest of cash groups, may
‘not subsequently,meet_unpll inputs are neceded again in the
following years - ~One chairman olaimed that, after taking oredit
- for three years beginning in 1976, his group was now complet
weaned: flwe are now buying cesh and have no need to go bask / to
credlt_;7 even in th1~ de yearh (Nyaohowe Group, Zuimba.)

Groupg "nd Credit ° -
!

thlcv1ng access to finsnce from an 1nstitutional credit ugency'
‘i more difficult for peasant farmers than bettlnb any othexr -
~agricultural service. In Zimbabwe, technical cdvice is -
widesprezd but credit is h¢ghly concentrated, ‘An interesting
enguiry is whether Inrmers organizations oan provide a gateway to
soarce services a2s they do for relatively abundant oneg,like
-éxtension, One test of the 6ffectiveness of an organization
1s whether it can secure 6'oods and scrv1oe° for Its members
. even’ whcn those are in.shoxt gupply.,

The answer 1n-Zlmbabwe_1s clear.7: Vombership of farmers = -
organizations woes together with. access to credit.  Far more
group members (32%) use.credit then individusls ([%) (see Table’
6e7e) Only in Guruve arc farmers (245 eble to obtain eredit iIn
their own right a3 independent plotholders, This is because the
AFC started wedit early in Guruve at a time when group lending
had yet +o receive serious consideration in governmenty circles
and becxusc, in 2hy. eventy group organlzatlon is relatively week
in Guruve. Bverywhere else the association between roups and
credit is almo t pont kct.-' Individual oredlt users are an

) IR . | 12/000000
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extremcly rare pCOlO“ (19) conpmrod hltﬂ usexs S in h.~oups in ooth
- Gutu (7%) and Wedza (31.) : :

It therefore appes o~thau; in Zimbaowe, the surest way for a’
smell ferher to obtain loan funds is to JOLn a sroup whose
mem%crs are clients of = credit agenocy,  Indeed, when farmers
were asked why they joined, the most frequent. answer ~ - after
collective labor (39%) = - was ."to get credit® (26%,) Farmers

- obviously seek material advantage from group membership and
oeusonal loans arz a DOWﬁrful 1nccnt1ve to cooPnraulon. © In some
‘02ses, especially in nuruwm, farmers join with -others si imply ‘o
be rCCOSﬂlaCd for AFQ financing though the"group" formed in

this manner may ex cist in neme only &nd for no othcr common .
purpooq.f»hore often, cavecially . in WCdZu, crodit is one act1v1ty
. among many within ;"uupo first orgecnized for lavor or marketing.
Bven in these gronps, through ch01co or circumstance, not all
members will psrbicipate ond the credit users form & subset

"w1th1n the group. - e
JCerhwln tyves of group offer bettur DrOSﬂecta for credit ‘access
_ then others. Since credit goes to' the better-off farmers it is

not -survrising that access is best in the marketing (Pype C)
{38% mltipurpose groups (mype D) (46%) where these furmerc
congregate (sep Table 6 7.) 4 A

The'bausal role of group organiZation‘can be tested by examining the

time sequhnce of actess to credit., . If farmers have credit before
. -Joining we cz2n conclude-uhat group organization ploys no part in

- loan access, - If, ‘howeveér, credit follows after group. membersnip
we are on stronger ground in imputing -an orgeniszational effect.
‘The dota indicate that the zreat majority (849%) of group
credit-users first rcceive a loon in the yesr they join or in d
later year. We.can therefore infer thot groups form an™ .. -
organizational gateway through which fu:cmur\s pags en route to the
adlptlon of credit. » © e

Once initiated. lnto formal copltal me rket férmﬂ?s in groups
(17%) are also more likely than individusls (5%) to be repeat
ueers of credit (sec Table 6.7.) Merket grouwp (Tipe C) farmers .
‘are most likely to secure credit on & reguler basis, . whereas
formative ‘produccr cooperatives (Type D) have difficulfy in doing
so with members fluctuating back and forth amnially betveen
credit schemes and hastily asscmbled cash groups. . The overzll
relationshin of ranetitive use is not os strong 28 with one=time.
use, .which. can be interpreted as further cvidence that group
membership helps farmers get access to loon funds for the first
‘times Since repetitive use is lowest in Wedza where nege0+'s are
actlve, it mlvht 2lso be trken to mesn that nez.0e schoemes, .
~being dependent on repayment into a-revolving fund, are unstable
_and prone to collapse when larie number -of Subscribers default,
This is eyactly what haopﬁnded whon NeZe0. Schemes in Zimbabwe
found themselves without money to lend after the disastrous
drought of 1982/83, . Since fupmers arc attracted to groups by the
promise of credit, the collapse of small schemes can actually
‘undermine organlzuulon building ot the grassroots. The AFC,

Ali/....‘
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achedules and tide defeulters over until better times, In 1983,
ATC begon to reschedule short-term loans over two to five year- = &
repayment periods depending on the farmer's position and his 4
prospecis of future successe - " -

however, hce the 1nst1tut10n31 resources to adaunt loun repajment §¥\~

Férnnr in proun',:lso bv1dcntIY‘feol more Coﬂfl“”nu in fa01ng
risk, perhaps becausc a group offers a supportive environment for
producing and marketing o crope - 0f farmers who plon to Lhke a

~ chance on boxrowing in the future, group membors 62&9 agal

stend significant1V'mert Trom 1nd1v1duwlo (40%) see Tﬂolc 6 Te )

The fach that group orgn nlaaulon “nd credlt use are closely
aésociated is less drnomatic than ot first apparent since it.. - -
results from wolicy as much as from probobility. All credit
agencics in Zimbabwe toke .adventage of the existence of voluntary
organizetions for tho administration of small loons, Tor

eXANPLCy NefmeOa's lond- exclusively to groups "nd.nuver (O%) 0.

~ individuals (uuo Table GeTe) Silveira House has 2dopted this
policy to nncourdfe Wthe develowment of strong cooperatlves“

vhich it nerceives as "a socie lly desirabvle objective"  (Reid,
1982, 2, ) ' The AFC.policy is moie diverse, with' service offerred B
both kinds of farmer. Although AFC is the main source of credit
for individuals (76%), it lso engages in lending to growp - . - |
members, in some cases through an e"nerlmental _group lendlng
scheme luuncncd ;ubr 1ndopondence.

YR

There is a clc"r pa turn in the dlffnrcnt tynos of farmer group
favored by different agoncics. AFC works most regularly with
“membprs of extension (Typo A) and market £roups (Type C.) . The . .
connection with extension groups is explicable by the loyalty of s

government cxtension workers who naturally encourége farmers to. P
~work with the government credit egoncy, -Indeed, cxicnsion group
members comwletely shun neg.o0. credit (0%), perhans becouse they

are encouraged to do so by government extension staff jealous' of
‘NeFeOs Trivalry. The market group conneetion dates bagk to the
_ pre~¢ndcpondonco period when govornment crcdit was distributed
through merketing cooperatives. DBy contrast, most NegeQ, -lOENS’
go ‘to members of labor :roups (Type ‘B) end multipurpose groups
(Type D. ) The probable rezson here is that neg.os extension. -
progrems promote collective labor hnd reward with credlt those
farmers who engoge . 1n 1t. RN _ R :

Individuel and

From the stz ndaolnm of a finn n01al 1nst1uut10n, there appear” to be

- distinet advantages to d01np business with groups. rather than

with individusls. it winimom the processesg of farmer selectiont N
and input delivery can be stréamlined. Tbre:significantly, the = L.: .
cost of loan ddmihis trution can be reduced if a single loan'can -

be grinted to a group as a. corporate ontity. At best, where - e
joint liability 1o;¢ocepted, eredit institutions canln:nlleved P

of some of thc risk .of loen recovery and. the ourden shifted onto S
orgeniz atlons ‘of the Ffarmsrs themselvess

1
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Although all cr°d1t agenciés in zimbabwe have Tinancial *glﬁtlons
with fermer proups, 2 aroun wolicy is more integrnl to the

- Opchtlons ©of somc schemas than othcrs. "hrcc levels oi*g:oun

. e o - - g

‘*espon51b111ty for-loan- admlnlstrablon th‘t is de»olved by th~
esency o its clicnts, It should be’ notcd, however, thht in
Zimovabwe farmers dﬂtcrnlne wvhich level of involvement bd‘;n,ults
their own.sToup. by subscrlblng to the schcmc of thelr choXee, ‘ *

birst thcro~ls tho 1ndiv1duu1 llablliix'approvch, best illustrated
by the loans extended to individual farmors under the, AFC
Small Foxrm Credit Scheme, - Since the AFC Ficld inspeotorzte
‘eannot whysically identify all potenticl locnecs on 2n individuel
basis, farmers are meachiod through ihe medium of former ' group
-cornittces, gontnol ia made vith the chaiemen of £armer ¥TOUPS
who ﬂssemblo their members at loan applicztion mcetings, - For--
ease of "dmlnlotratlon, applications arc accepted at ong time
only and the chairmon mezy be: asked “to help. appraise individvals
viiose reputation is not ?nown to “the AFC ficld offiocr,: A14hough -
there is no formal rCQUermcnv of. group membershin, +he AFC
spreoads information about oredit through the local- organxzational
. networlc ,nd thcrefore tends to.attract goup mcmbcrs. Tha:-AFC
_still tpkes ‘the farming. reoord of the Individual- as the prime
' dotermlnﬂnt of eligibility. nxnerlcnoc has showm, hoxevcr, that
even in loosecly knit. 7rouu~, members encourage and reinforce one
anothcr in the use..of improved orop mcnagement practices, thus
" raising yields 2nd loen repayment rates, In practice,
longbstondlng members of durable groups erc favored in the APC
; lndividuul lending scheme and loances are esked to inform the
.. ,., compony. if they lezve or chunge .groupss ‘This is the most limited
level of group. involvenment in’ lo~n administration, Xven though
/, groups assigt in. the identifieation of rclitblo farmors, loons.
.are made to cnd recovercd from individunls, {2bility for-
repeymcnt reats with the one farmcr alone’ whosc name appeurs on
the AFC loan register. .

"The scoond level of group lnvolvement is volunt*gx joint - .
liabilitye A good.illustration in Zimbabwe is tho revolving loen
. ...fund administered by Silveirs Fouse (SK) in Mashonalond: rotween
71970 and 119835, This program.promotcs a oloser eonneetion between
the use of crcdit and -other aetivities. For SH tho strength of-
the group rather than the ferming reooxd of the individual membor
is the ocriterion for lo~n cligibility, As with AFC, locns are
made ond accounted fnr on.an individucl basis but, unlike AFC, SH
.will not lend to o former ‘who cannot prove membership of an-
oetive group. Indcud, the leadership.oconmittee of the. group is
~asked to nominate recinicnts for credit, Furthermare, .. SH
gives "group awvarencss" training at a residential eourse and
. in the field to instil cohesiveness, disoiyline and motivation,
'+ Bmphcsis is .pluced on mutucl-ald and gollective responsibility,
. for cxample,.’as onc mission ‘offi0ial put-it “sceing the ncighbox's
ficld as being as important as your ovm," The eim is .for group members to
. do ell ugrlcultu ¢l operations in concert on the plots where oredit
i 3oheme inputs are _ppliud. ~ Even so, not all muy reap an cqually suooessful
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:wlthout full repeyment, all will lose- el;glbllity for future - '
.locne, . In precitice,.this leads debtors - to -redse cash for

-goup members w111 opt to cover ‘the ‘dabts of delinquent . :
. eolledguce 28 a means of ‘retaining group eligibility. ﬂg:‘;
e

.~¢ he“Vlly on- the oohcalveness of the farmer 5roup itself.

- 1iability. As 2 .result of negotiatlons ‘votween-oredit agcncieé
“in 1980, tho AFC 2grecd 1o:enrol Just over 100 proven Silveira

" AFC Smell Farm Credit scheme which,. by 1984 and dcspite the

- drought, expanded to covér 500 groups. (Nyengorai, 1984, "3.)
_.dlstlnguishlnﬁ feature of. this aporoach is "joint .end severul“

- 1iability, - Rosnon51bllity for loan administzation ond ropayment
 rests with the group. 2s a wholee 'Group leaders divide up the -

" the Grain Merketing Board or. Cotton Mncketing Boerd under one . ..
. group neme ond regigtratlon numbex, ,Ropaymcnt for a1l membors is ¢
~ charineled to the AFC by meens of a stop order on the group
. account, . Group: mombers ‘thérpfore have no choico about covoring
- tho debts-of fellow: farmers who fail to ‘market enougn, ‘but. do so g

administration that ‘dcmends tho moet -0f soch group, mcmber and )

"Credit schcnhs incur tio. basic types of expense. | Pifatlthero-lslk'
' fail to repay for severdil recsons: thg roéommended- teohnology
,-.1s8 not inhcrently profi%aole, or oredit end cneillary scrvices

. errive late; or thc- farmers.themsuvlvesmgard the loan as o .
_free gift from govcrnmcnu.”; A'high rate of default is also

. oollcot:.on."h (Lolc, 1975. 97)

./The sccond cost is the administratxvo ovorhchds which arzse when

:60llcoting lodns -to’'a large rumbor of small farmers cvery ‘season.
" Administrative costs are usually lowest fox. long-tcrm loahs to .sm

‘government not privoie crcédit institutions have yet found a way to
‘mcke locns of & size needed by small farmers on an individual’ basigL

.(Mlller, 19771 740) . ) . N
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hurvest and wnen p*oduoe is sold, some members moy be unzble to
paye. ~ In the ovent, the proceeds from the 8rops of othex group
members are not withheld to cover the dcbt, Instead, mcmbors
bring social pressurd on one another in’the knowledge .that,

repayment from non-agrlculturul s0uUT0es, ' .In extrome cases,. other‘u
effectiveness. of voluntary group 1iuJi1ity thexefore dep

The . third and fvn A 1evel of group oredlt 15 mundato:y<jplnt

Lo = P~y

Housc. groups “for short-teru 10dns. Teoh farmer vas glven the.

full amount fér two hectores of maize, con .average of 3290 per -
farmer in 1980, “or roughly ten times tho emount oxtended from the-
revolving loan fund (Silvcire House, 1982, 71,) These farmers . P
formed the nucleus of = separate group lending program within the 2

loen emong members and do. all’ interpul aotounting on a -form ,
provided’ by A¥C. - Members are . al#o expeoted to sell produce to W

uutomﬂticxlly a8 ‘collective. gu_runtors of the group lown.
Mandatory gToup . llnolllty ‘is! the’ approuoh to orodit . -

impo os the sevcrost surviv 1 tegt on f.rmer q:ganizatlon.

&

Credi oohcmes Pomphred g R T

the cost of delinquonoy and default m loan repeyment, Farmers.

linked to: “overly ambitious expansion of oredit facilities’ wzth
{nadoquate follow up by the . s authority responsihle for ;

gtaff, buildings and transport. are: doploycd in the task of extendin
fermers- (World Bank, 1975a,. 145, ) As.one¢ authority his noted, "nel

and at the same time keep. admlnistratxvc oost~ under con+rol."

\ o\
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BeOause of the politlcal aopeal of cheap oredsi t, financiaL _
“institations in Africa have generally bean reluctant to oharge an -’
- economic interest rate, Thene is evidence tnat farmers are L
willing to pay a realistic price for borrowed joney over short:
veriods, providing they receive finanOLal inpu d marketing - -
serviees.on time (Miller, 1977, 25.). Nonetheless, subsidized -

. interest rates hcve been the rules Few credit schemes have Yeen

"desicned to fully cover the ocosts of defeult and administration.f

In Zimbabwe, the Silveira House. seheme was Operated on an o
interest-froe basis until’ 1982 wilen a nominal 5% charge -was
introduced, Internauional ‘donors covered - administrative overheads
‘and ‘made- repular Ainfusions.of oapital into the revolving loen::
fund, @ Aag for ArC, concessional interest rates for new borrovers
(starting at 9% and rising-eaoh yecér) were negoiiated cs part of .
the agreement with the .World Bank. . According to one estimate, . - -
the interest rates charged by AFC by 1983 (13%) covered the cost. ...
of either loan default or loan administration, but not Yoth =~ - 4
(Reynolde, 1984, 3.) Under these ciroumstances, every loan’ -+
. extendod to a small farmer reprcsents 2 depletion of the capital
_stock of the.lending institution., - To expand-a credit program, or
siwply to maintain it,.the institution must seek’ replenlshment
of loar runds from a government or donor, L .
In theory at leaet, croun lending on terms of jornt liability
promises to reduce the rates of default. and loan administratfon,’
Too often, however, the supposed cdvantages of group lending ave -

. asgerted 25 an article of faith, without supporting empirical -

evidence from operational vrograms, It is therefore valuable to
compare the performance of "individual and group lending sohemes
vhere these have operated side by side in Zimbabwe. . )

The mOSt commonly cited advanta e of @roup lending is that it ‘
outs the unit cost of loan administration. = A single -loan made-to -
a collectivity of farmers reduoes overheads in direot proportion.”
" to0-tho number of farmers in the groups - In Zimbabwe, estlmates of
administrative costs in peasant sector credit schemes-are :
fficult to come by: One estimate for the AFC small farm credit -
scheme is for administrative overheads -of up to 11% of loan- :
. oapital (Reynolds, 2984, 3.) This may be a conscrvative estimate
given that AFC has embarked on a major decentralization initiative
+0 serve .the peasant sector with added ‘expense incurred for new
buildings, transport and staff, It also ignores the cost of
‘stop=order .processing absorbed by the marketing voards, - Non-
government: cre¢it ageneies with smell staffs, low salaries and
modest headquarters, might be expeccted to-be more cost effective
than:a public corporation., But because they operate with
. tiny amounts of loan oapital, n.b.o.'s oannot-achieve eoonomies '
of scale, - In 1983 Gilveirz House devoted about one=half of staff
time %o administerlng its own revolving fund and incurred an ... . .
overhead rate for.that scheme of about 12 (personal communication,
Mr,. Le Ndemera, Dlrector, Agriculture Department, SH.) ' -
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_protocfwthem agclnst ~the: dlsruptlve ‘offocts of nandvtory Join.
liability. Whlle 'no: groups: have .actually. ‘broken-.up.nany-have
:expericnced desertion'by oldexr’ menbers.; ‘Sone ‘group leaders An;
Mengwende havcwapp ched thdé ‘court ‘he, only method: of
‘foreing sottlcrent ﬁiﬁtcrnelgdebts. Strict’ ‘screening
procedures havo been introdiced. ot AFC: 11dent1fy and
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The- pronisu ‘of :eredit hog led to the over-rapid expansian of -
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", noticeably. more: suscéptibla, to lnterna; Laction iand defauLs. tnaa
smallcr, well-cstob11sheu RU7STEL: Pomay -

g fonder volun ary bomon‘silnd1v1,u_ 8 cmn choose ;e,exten th
.. which: they ‘stand” “for the: grOup . as. & wholgs . Unlike “the officicl

" ‘of - a-distont crédit cgencyy: group henbers: have intinste knowlcdg
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_At the s.me tlme, gl t-be” made to mit;gﬁte the
.,serlous exterial effécts ‘assooiated with mandatory Joint; .
. liabillty.qpi’e have arpupd»here that .trlngent oredit terms can
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ki1l 00ng redson; 3 3
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