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1. Introduction.

Financial services are one of the major tools for development in the last decades and before. These services are supplied mainly by Micro-Finance Institutions (MFI), which became the guiding utility to supply the so necessary fueling for developmental projects. This paper will try to present other forms of organizations supplying financial services for development taking as a examples, models which existed in Israel time ago.

2. The Credit and Saving Cooperative as a Tool for Financing Production.

In the Third World, the saving and credit cooperative, very often, refrains from granting credit, particularly when it is intended for productive purposes. We have already discussed this problem (1) and the damage caused, whereby the cooperative will not allocate any or some of its financial resources as credit to members. We will try to examine the more specific aspects of various credit allocations methods for production purposes in particular.

Credit is the source of all stages of agricultural production. The cost of credit and its scarcity is a major thorn on the side of most of the world's farmers. In many Third World countries, cooperatives will just not grant their accumulated money as credit for financing production. In conversations with members of agricultural cooperatives in the Kivu region of Zaire (2) the Democratic Republic of Congo today, we heard the recurring complaint: "We save with our local credit cooperative. We have already accumulated considerable sums of money, but when we go and ask for credit to develop our cooperative, we are rejected on the grounds that this is part of the cooperative's regulations and that this is the law." This is an unhealthy situation. It is a distortion of the basic principle behind the credit and saving cooperative and forces farmers to take loans from the banks or moneylenders.

3. Different Forms of Credit for Agricultural Production.

The following survey examines the various forms of credit available for agricultural production, in general as a model, and existed in Israel up to the eighties. We may begin by defining the different systems available for obtaining agricultural credit. The farmer plays a key role in this study. What are the sources of credit at his disposal? 

Fig. 1: Different forms of Agricultural Credit
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3.1 Traditional Forms of Credit

 In traditional societies, farmers needing credit may often turn to moneylenders and middlemen. The interest charged on credit from them is generally very high, too high. 

3.2. The Credit and Saving Cooperative 

If farmers organize themselves to form a credit and saving cooperative, they will be able to obtain credit much more cheaply than from moneylenders. But this credit will be limited in volume by the size of the credit cooperative and its state of development. 

3.3. Multi- Purpose Cooperative

The third source of credit is the Multi -purpose cooperative, of which the Moshav and kibbutz are examples. Credit and savings operations are among the most important functions of the Moshav and kibbutz, which, because of their diversified range of activities, have far greater resources than the single-purpose credit cooperative. They can also be involved in all aspects of credit allocation, including determining its volume and obtaining the necessary guarantees (3). 

3.4. The Regional Purchasing Organization and its Functions

Although individual kibbutzim and Moshavim play a very important role in credit allocation, they are, however, unable to effectively satisfy the farmer's most pressing needs. Farmers know that their combined membership is not large enough to provide a turnover sufficient for the guarantees required by the banks providing credit. As a result, they have grouped themselves into regional purchasing organizations for obtaining the production inputs (4). 

A. Credit Supply

Each regional purchasing organization is made up of between 15 and 20 Moshavim or kibbutzim. These cooperatives organize themselves in order to streamline the large number of procedures, which must be completed to obtain credit. This is how the farmers obtain the finance necessary for purchasing their production inputs, which are mainly feed stuffs for cattle and poultry. Buying these items requires a great deal of working capital, which only a powerful body, such as the regional purchasing organization, can provide. 

B. Credit Regulation

The secondary function of the regional purchasing organization is that of a credit regulation agency. We know that the cycle of agricultural production varies from one Moshav to another. There are seasons when the farmer invests money and uses all his available financial resources. And there are seasons when he sells his produce and is paid for it. During the latter seasons, the farmer is temporarily in surplus of inflow of finance. This surplus generally occurs with all the Moshav farmers in the same season. 

The regional purchasing organizations will, as a result, uses the surplus moneys by distributing them among the various member Moshavim that are still in the production stage and therefore need considerable credit allocations (5). The regional purchasing organization thereby frees the member Moshav from all the bureaucratic procedures involved in obtaining credit. All the Moshav has to do is provide the regional purchasing organization with guarantees of its members joint responsibility for repaying the credit provided. 

C. Rural Industrialization

The third field of activity of the regional purchasing organization is rural industrial development. This refers to industries located in rural areas close to the member settlement industries located in rural areas close to the member settlement and which are mainly involved in processing or packing agricultural products. Examples of these industries are chicken and turkey slaughterhouses, packing plants for export consignments of fruit and flowers, processing centers for cotton fibers and feed stuff production plants. Agricultural purchasing organizations are therefore secondary cooperatives, that is, cooperatives whose members are themselves cooperatives. 

3.5. National Federations

The farmer has another credit source at the national level - the cooperative federations. Let us take the example of the Moshav Movement. The federation in this case has a department responsible for liaising with financial institutions to which it can turn for support. The Moshav Movement owned a bank (which, of course, is a cooperative bank) belonging to the entire member Moshavim, and a Moshav fund, which consolidates the financial resources, provided by the Moshavim. The fund is responsible for supplying credit to the member Moshavim when it is needed. It is also responsible for providing guarantees to the Moshavim when they apply for credit from various financial institutions. The guarantees for each credit allocation granted to a Moshav are as follows: 

- 25% of the guarantees must be provided by the Moshav's individual members. The Moshav provides the bank with a document confirming the decision of its general meeting to approve the loan, and another document containing the signatures of the members guaranteeing the loan. 

- 50% of the guarantees are provided by the regional purchasing organization. 

- 25% are provided by the Moshav Movement Fund. 

The regional purchasing organization and the Moshav Movement, it should be noted, hold permanent joint guarantees of all their Moshav members. In addition, the Moshav Movement organizes its financial and economic institutions to provide an insurance service for all members of the movement as well are served fund for elderly members. The movement also provides emergency credit to its member Moshavim (6). 

3.6. Guided Credit

The Ministry of Agriculture plans the distribution of credit through its guided credit department. This department is responsible for allocating credit from governmental sources to credit applicants in the agricultural sector. It is also responsible for ensuring that the credit granted is properly used. This method is not applied any more.  

3.7. Marketing Agencies 

Tnuva, the marketing cooperative of the Moshavim and the Kibbutzim, the major agricultural producers in Israel, is collaborating with the regional purchasing organizations, when providing them credit, mainly on short-term basis, to finance current production expenses. It does it on the basis of the assumption that all produce would be marketed via Tnuva.   

Various governmental marketing agencies, mainly concerned with financing exports, provide another source of agricultural credit. These supply special credit allocations, which are invariably short-term but carry a relatively low rate of interest. The credit is granted to a farmer as soon as he signs a contract, via his Moshav, to export all of his production through the governmental agency. The credit granted is repaid in installments when the farmer begins to export his produce.

4. The Essential Triangle of Production (ETP)

Agriculture is of course based on production. But the farmer cannot produce if he does not have the necessary agricultural inputs. In order to acquire them, he needs finance, which he usually lacks. Consequently, he has to find a source of credit in order to buy the inputs he needs. Once he has done this, the farmer is able to start producing. Eventually, he will have to repay the credit, which has been granted. By marketing his produce, he receives money, which he can use to repay his debts. These transactions are illustrated by a triangle whose sides represent credit, inputs and marketing. In short, the farmer obtains finance for purchasing the inputs necessary for production which, when it is sold, will provide the money, to repay the initial credit granted. 

In a, traditional society, the farmer uses moneylenders and obtains credit at a very high cost. He buys his inputs from traders who charge high prices and impose stiff terms of payment. Middlemen who pay the lowest possible price for it purchase the farmer’s production. This situation, which is termed as traditional, is very widespread and always operates to the detriment of the farmer. It can, however, be changed by introducing into the previously described triangular relationship an additional element for the benefit of the farmer, namely, the cooperative. 

The credit and saving cooperative provides the farmer with the credit, which is essential for purchasing production inputs from a supply cooperative. This is the starting point of production. The sale of the entire farmer's agricultural produce via the marketing cooperative enables him to repay the credit he has received, at the end of the farming season. Clearly therefore, the addition of the cooperative to the essential triangle of agriculture promotes agricultural and rural development (7). 

In traditional farming societies, the triangle is always closed. The moneylender, the trader who sells farming inputs and the middleman who sells the agricultural produce - who may be a number of people or one and the same person - keep a tight grip on their money. When they provide credit for agricultural production, therefore, they do so    with an eye to controlling the market, which ensures that they get their money back. 

In cooperative systems through out the world, this consideration is ignored. There is no need for the essential triangle of agriculture to be closed in order to ensure the success of the cooperative. But every cooperative system involved in agricultural production must ensure that those providing credit will always be able to get their money back when produce is sold at the end of the farming season.

4. Summary.

The experience of development project, even though been evolved in special circumstances, described in this paper, shows us that successful attempts depend, in many cases, on the fact that the projects belong to the beneficiaries, and as such have a higher chance to succeed. Another factor to the success of the described projects is that the Essential Triangle of Production was closed by the project, and belonged to the people themselves, the beneficiaries.
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