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Summary 

This survey of successful experiences in assisting the smallholder 
livestock producer was conducted to draw conclusions from available evidence 
which would be useful to the World Bank Group (WBG) in the design of develop
ment lending programs which can be reasonably expected to benefit the small
holder by increasing his share in the economic growth. The survey was aimed 
at defining the elements of success and problems encountered in successful 
smallholder livestock development efforts. 

In a desk stu~, some 60 livestock development projects or activ
ities were examined by evaluating written material and interviewing experts 
in FAO, IDB, FED, ODA, and the WBG. Kenya and India were selected for field 
stu~ because activities which had been carried out in certain areas of these 
countries over a number of years had been apparently successful in benefiting a 
large number of smallholder livestock producers. Five countries, Mexico, 
Ecuador, Fiji, Papua and New Guinea, and Taiwan were selected for more thorough 
desk study as it appeared that development activities in these countries had 
been successful in reaching smallholder livestock producers over several years 
time. Even though in some cases it was not possible to estimate how many small
holders had been benefited in these five countries, the information in the 
literature was judged worthwhile to evaluate and prepare in review because 
implications pertinent to the objective of this survey were revealed. The 
smallholders were generally mixed farmers, however in two cases, Fiji·and 
Papua and New Guinea, the beneficiaries were operators of small beef cow and/ 
or fattening enterprises. The experiences of local lending institutions in 
these five countries with substitutes for title security such as savings ac
counts, group responsibility through a cooperative society, borrower labor on 
his holding prior to disbursement, and grazing rights guaranteed by clan elders 
have been good. A consistent pattern in these countries was that success was 
related to the quality and depth of the technical supervision, the degree of 
smallholder and national official initiative and participation in policy deci- · 
sions, and the viability of smallholder groups. 

In India the village dairy development of the Kaira District Milk 
Producers Cooperative Union and other cooperative unions in the State of Guja
rat were surveyed. The unions provide a milk marketing system and a vehicle 
of social change for some 400,000 village milk buffalo owners who are members of 
their village cooperative societies. The small quantities of buffalo milk are 
tested and paid for twice daily at each village society. The year-round price 
stability for buffalo milk achieved by the processing of storeable milk prod
ucts has created villager confidence in the securitY of the market system. The 
society union organization has become a vehicle of development itself by the 
implementation of community improvement projects from funds generated by the 
society from milk sales. Concentrate feed, A.I., and veterinary service are 
delivered through the society but the delivery of long term credit is discour
aged because this practice has resulted in the weakening of society-member 
relationships. The union has learned the importance of villager involvement 
in his society and works to insure such involvement at the beginning of the 
formation of a societ.1 and to continuously maintain the vitality of the village 
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cooperative societies. '!he leadership of the Kaira Union, which has operated 
otttside the influence of the government, has been a major element of its success 
principally because of its dedication to the betterJDent of the life of the 
villager. 

In Kenya, the activities of the credit institutions and the cooper
ati ve organization in assisting the development of dairy production as part of 
diversified smallholder agriculture were surveyed. Attention was also given to 
the Masai pastoralist cattle production development program. The experiences of 
the principal development lendiilg institution., the Agriculture Finance Corpora
tion (AFC), show that the attainment of coJDJOOrci~ acceptable repayment per
formance for long-term loans for dairy cows has been dependent on title deed 
security coupled with well trained supervision technicians operating at the 
.fanner level. '!he cooperative organization has been instrumental in smallholder 
de-velopJMnt by providing marketing and inpUt rupply channels. The coope·rati ve 
societies have suffered considerable management and administrative difficulties 
since their formation. due to a lack of local member involvement resulting from 
the origination of this movement by government imposition. Recently steps have 
been taken to c·orrect these problems by tightening administrative control and 
by establishing an educational program for cooperative officials. The local 
initiative of the smallholders and the continuing work of development officials 
are credited with Jmlch of the success. The importance of local level training 
programs for smallholders and te-Chnicians is d.emonstra·ted in Kenya smallholder 
livestock development. 

The elements or sma1Th01der developnent success strategy that appear
ed most predominant in t ·his sUrVey were: the initiative and responsiveness of 
the smallholders themselves, the dedication and continuous service of the leader-
ship, the strength of the ooope:rative societies' :telationship with the individual 
smallholder member, the detailed service which the market system provided the 
smallholder, the local-level orientation of training programs. The degree of 
success was dependent on the quali·ties of the characteristics of the small
holders 1 environment, i .,·e., land, labor, ifl:fr~st.:ructlll"e, and the societal sup
port of the basic concept of smallholder deV&loplrl&nt. 

The findings of this survey suggest several implications for the 
design of smallholder development strategy. Teclmiques should be devised to 
assess the potential responsiveness of the smallholder, his local organizations, 
and his goverlllOOnt to development efforts. Subsidies justified in part by social 
payoff may well be required to provide a mark~t system that fulfills the needs 
of the smallholder and training programs for raral inhabitants and technicians 
that are local-level oriented. 'r.he formation of local cooperative organizations 
in which the individual members are and feel involved should be encouraged. Exist
ent local groups should be strengthened to better serve the members in agriculture 
production and marketing improvement and in social benefit. 

• 



INTRODUCTION 

The World Bank has moved to place more direct emphasis on relieving the 
social and .financial problems of the rural poor. The aim is to reach and 
benefit the smallholder farmer through development efforts leading to his 
having a greater share of his country's economic growth. The design of such 
development projects will have to go nmch beyond projects which were aimed 
at improving productivity and total production on a nationwide basis ana 
which were not necessarily involved with benefit distribution. For the most 
part the livestock projects carried out in the past have been of this type, 
i.e., GDP oriented, and have been generally successful in meeting their 
objective. The basic suggestion for this ~ey is that it is possible to 
learn lessons from the experience of others which can be useful to the Bank 
as it directs its development initiatives towards the smallholder livestock 
producer. 11 

In a broad sense the objective of this survey is to draw conclusions 
from available evidence which will be useful to the WBG and national institu
tions in the design of development lending programs which can be reasonably 
expected to benefit the smallholder livestock producer. More specifically 
this ~ey was addressed to certain questions: 

(a) What elements of the livestock production development efforts have 
contributed most to the benefit of the smallholder? 

(b) What are the implications for the application of these elements to 
other areas with a reasonable expectation of success; given certain 
characteristics of physical and social environment, and infrastruc
ture? 

JJ This survey was concerned with livestock production by sw.llholders. As 
described by Mr. McNamara in his speech to the Board of Governors in Nairobi, 
September , 1 973 : a smallholder is a rural inhabitant who farms less than 
5 hectares or who is in that lower 40% of the population who receive only 
10-15% of the total na. tiona.l income. In most cases the smallholder is a 
crop and animal agriculturist. The segregation of his livestock enterprise 
for examination is artificial. This report will emphasize the animal pro
duction aspects of his business but readily acknowledges the whole farm 
system of the smallholder. The word "smallholder11 will be used through 
this report to mean the rural person who with his family raises horne food, 
animal food and cash crops on a small plot of land and who also has a few 
animals, generally milk cows or buffalo, from which he earns some income. 
In this report the word "pastoralist will be used when strict reference is 
being made to a man who carries out little or no crop agriculture and who 
makes his livelihood almost exclusively by grazing his animals. Whenever 
reference is being made to both the smallholder and pa.storalist the word · 
"smallholder" will be used in this report .. 
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(c) What can the WBG do in the process of development pl.anni.ng to 
introduce, identify, maximize, and encourage the formati·on of 
institutions or plans wldch will bring these elements into a 
J>Qsi tion to· best .et!'ec.t change beneficial to the smallholder? 

(d) Wha. t problems have been encountered and what measures have been 
employed which have led to tlleir solution or at least to m:ini.mize 
their effect on reaching the goal of-- smallholder development? 

METHOD. OF THE SURVEY 

'!he Desk Stu& (Phase I:) .-'lbere . was an initial s.creening of infonoa
tion about some 60 .small.holder livestock develo;pmnt projects or activities. 
This screening was .aided · greatly ·· by interviews with experts in FAO, FED, ODA, 
AID, WBG and IDB. The purpose ·. of this screening was. to select proJects that 
were worthy of deeper desk' review or for the. field study (Phase II). Develop
ment projects were considered .. wor.t,by if they- ha.d .; been suceessful over a period 
of time in reaching a number of smallholders and had improved their live stock 
production. We stqdied five proj~ets more deeply and prepared :brief reviews. 
Spe·cific development efforts in two o.auntri.es, Kenya and India, were selected 
as warranting field study. 

The Field Case Study; (Phase II-) •. - The . field studies in Kenya and India 
consisted of interviews with persons responsible for the design and implementa
tion of the development. stra.'~gies, t)ae J:!e·c.ipients (the smallholders), and local 
officials involved in the day.-;to.-day ~cti:v:itilas . (A.I. technician, cooperative 
society chainnan, veter.inar:Lans:,. local ·~~t ~ger:s, etc.). We conducted 
field visits to farms, proc.essing plants, local MOA offices and cooperati.ve 
society headqwu-ter.s .. and ·colleeted .and .. eval.uated .w:ritten material. 

In India,we inve.stigated the Kaira· Ml1k Produc_ers Cooperative Union 
and other uni.ons in the state of Guj~at · to~; understand the operation of the 
local village cooperat~ve .. societi~a . and the. 1rnl.e of the union in this successful 
milk marketing sys.tem aimed. at the ·. soe.ial and financial betterment of the vil
lagers. 

In Kenya, the entpha.sis was on the field investigation of the activities 
of credi. t institutions and the cooperative movement in the development of dairy 
prodUction as part of diversified agriculture by smallholders in the Mt. Kenya 
area. Attention was also given to the group ranch develop100nt efforts a.illled 
at increasing cattle production by Masai pa·storalis.ts. 

The Organization or· this Report.- This report is organized so that 
readers with diverse backgroundS and interest can select the amount of material 
they wish to examine. The two case studies are presented as sections in this 
main text and the appendices for both case studies are at the end of the main 
text. Desk study reviews of Mexico, Ecuador, Fiji, Papua and New Guinea and 
Taiwan are included in the appendices. Mos.t of the references cited will be 
maintained in the survey background file under the control of the Bank's Live
stock Advisor. A bibliography of articles and books on subjects pertinent to 
smallholder livestock developiOOnt is included in Appendix IV. 

• 
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FIELD CASE STUDIES 

I. THE SMALLHOLDER MILK PROIJJCERS COOPERATIVE ORGANIZATIONS IN GUJARAT 1 lliDIA 

The Kaira District Milk Producers Cooperati. ve Union Ltd. (the Kaira 
Union) is in the state of Gujarat, some 300 miles north of Bombay. JJY 'lhis 
union lf is a federation of 783 village cooperative societies made up of about 
225,000 member-families. Most of these member-families own and operate small 
plots of land (1-5 acres), and have 1-5 buffalo. A few (the estimate is 10%) 
are landless. The fonnation and operation of the Kaira Union and others in 
Gujarat are outside the influence of govermoont. However, the operation of 
the Kaira Union has been so successful that government has asked that it be 
used as a model in many other areas of India (where both buffalo and cross
bred cattle may be used), and has commissioned a group of Kaira Union leaders 
to work out plans for the spread of "Anand." The field work of this survey 
in India has been aimed at understanding the elements of success of the Kaira 
Union and other unions in Gujarat, the experiences in the formation and opera
tion of village cooperative societies, and the relationship of the union to 
the societies. 

1 I "Anand" also is used to describe the spirit or concept of Kaira Union. 
For instance, one hears ''we are going to create Anands all over India." 
Anand is the city in which the Amul plant is located; the headquarters city 
of Kaira District. "Anml" is another word sometiroos used loosely far this 
union. It is really the trade name for the finished products and is used 
to describe the plant and office location. Anru.l means "priceless, beyond 
value" in Hindu and is an abbreviation of Anand Milk Union Ltd. 

Y For further description of Kaira Union see Appendix I-a and speeches by 
Dr. V. Kurien, Dairying as an Instrument of Change, Dec. 1972 and The 

cial act of Animal Production on Develo · Countries, Feb. 1'973. 
Other published information is also available: 1 §pread Effects of Dairy 
Enterprise: A Case Study of Anand, a pamphlet of Small Industry EXtension 
Training Institute, Hyderabad, India; 2) Ulrey, 0. '!he Cooperative 1 An 
Agency for Rural Develownt, Michigan State University, ll3pt. of Ag. Econ., 
Report 42, March 1966; 3 Subbaroyan, K. Operation Flood: Milk Cooperatives 
Add to the Farmers' Prosperity. 

2/ The union is used to JOOan the cooperative milk producers union that serves 
the village cooperative milk producers societies in the district, e.g. Kaira 
District, or in a commercially defined area, e.g. Baroda. 
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The Societyl/ arid the Villager.- '!he essence of the Kaira Union is in the 
day-to-day operation of the societies which it serves.2/ 'lhese societies are th 
village milk marketing organizations governed by people elected l?Y the villagers 
and operated by local workers paid out of milk sales to the society. Beside a 
marketing activity, the societies f'unction to provide inputs of concentrate feed, 
A. I . service, emergency animal health care; they carry out certain group social 
benefit projects and act as a vehicle for the extension of technical and social 
information. Individually these societies are tightly organized and are then 
further woven closely into the organization of the union, that serves their 
particular area. • 

The villagers sell most of their buf'falo milk to the society. On occa
sion, soJM sell milk directly to other dealers. Under certain fluid milk demand 
and supply conditions, these other dealers can offer higher prices. other factors 
also enter into milk supply. For example, a decrease in supply of vegetable oil 
will result in a higher price for ghee (butter with the water removed). Villagers 
then withhold milk from the society to make ghee at home. However, the uniform 
price throughout the year offered by the society benefits the producer in the 
.long run. The union does not attempt to restrict the sale of milk outside of the 
society, i.e., the village milk market is free. 

'!he society infiuences the lives of its members in more ways than assist
ing in their buffalo milk business. The society forms a center for village cohe
siveness and gives the villagers a sense of control over their destinies. The 
villagers can use society .funds to build schools, water supply services, and 
approach roads to improve their community. Jl Interestingly, the society has 
been an equalizing force in the social structure. Women and men, members of all 
castes, line up together to sell milk - heretofore an unheard of occurrence. 
The pride which the villagers have in their society is easily evident to the 
visitor. 

The fact that the village :family has a predictable cash flow from their 
milk sales enables them to take care of family needs as they arise. There is 
less reliance on the village money-lender or the merchant who extends credit for 
high rates of interest. The twice-a-day payment for milk is an impressive 
feature of this cooperative organization - some 225,000 payments of 1-6 Rs are 
made twice a day. The detailed record keeping of these small amounts is handled 
smoothly by the society as is the twice a day butterfat testing of each villager's 
milk delivery. 

The Union and Its Activities.- The union is the vehicle by which vil
lages control their own milk market and compete with private contractors to 
whom they were once tied. It is the organization that manages the resources 

1/ "The Society11 is used to mean the village milk producers cooperative society. 

gj See ~Laws of Cooperative Societies, amended to date Nov. 1973 for a detail
ed description of the village societies' activities. Also see appendices 
I-c, d and e. 

l/ See appendix I-e. 
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needed to provide villagers with low-cost concentrate feed, milk transport, 
veterinary service, A.I. service, and extension and management guidance for 
their societies. The milk processing plants are set up to process ·milk into 
storeable products and therefore can absorb large supplies. The producer, then, 
is not affected adversely by low prices during these periods of large supply 
(winter). 

The Kaira Union, forrood in 194 7, is the oldest union in Gujarat. Five 1 I 
other unions have been formed since then and operate in almost identical fashion.~ 
Recently these six unions have been brought into a federation of unions. The 
main function of this federation is to develop new markets for buffalo milk, 
purChase certain inputs at quantity price reductions, manage the Gujarat milk grid, 
and assist in the development of other unions in Gujarat. 

'Ihe ·Kaira Union management board is made up of nine members represent
ing the societies, the chairman of the District Cooperative Bank, the District 
Registrar, three individual members (these places are being phased out) and 
a dairy expert. Other unions have a similar management group makeup. 

Within the Kaira Union sub-organizations have been formed to assist the 
societies in their affairs and to stimulate the adoption of new techniques by 
the societies' members. It administratively has divided the societies into 
four groups. Each group is charged with the responsibility of more or less 
''husbanding" the societies assigned to it. Occasionally there is organized 
competition between the group leadership personnel as to which group is progres
sing fastest in some extension area; such as adoption of lucerne cultivation or 
increase in the number of artificial inseminations. This approach to extension 
takes on the air of a commercial soap-selling campaign at certain times which 
has been a reason for the good results achieved. Most notable of these was in 
1 966 when lucerne was being introduced to the villagers. Staff roombers of all 
backgrounds were given a crash course in cooperative administration, A.I. and 
animal production and health. These people were sent to the villages to discuss 
the value of lucerne at small gatherings of villagers. That year 85 tons of 
lucerne seed were distributed to societies compared to only 6 tons the year 
before. This was really the start of the society assistance groups in the 
Kaira Union. In 1973 the demand for lucerne seed is 300 tons. 

A major propaganda/extension effort routinely gives assistance to 
farmers. Teams of five or six men visit villages twice a year to carry out 
extension work. The make up of the team is: a cattle <bvelopment officer, a 
dairy extension officer, a milk supply officer (these three positions are 
frequently filled by Kaira Union veterinarians), the village "stockman" (A.I. 
technician and animal first aid man), and the group-level supervisor assigned 
to that society. These teams are "promoting-" different things at different 
times; e.g., if it is felt that A.I. program is not functioning well, the 
emphasis will be on A.I. Frequently they use "gimmicks 11 such as pregnancy 
diagnosis to attract the villagers' interest and will then direct their atten
tion to the particular subject desired. Recently, government family planning 
officials joined these teams simply to observe the extension mechanism and 

11 See Appendix I-f • 

. " 
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are reportedly going to adopt their teclmiques. '!he Kaira Union also carries 
out some other broad extension aeti vi ties. For example, 

1. A monthly ".Amu.l 11 newsletter.Y 

2. Visits of village women to the milk processing plant, the semen 
production .facill ties and the .feed plant. 

3. A mobile unit that cireu.lates audio-visual displays on animal 
production through the villages eve:ey two or three years. 

The group-level society supervisor plays a significant role in this 
organization. Each society assistance group within the Union has 10-12 group -
level society supervisors assigned to it. Their job is to constantly be in 
touch with their societies, to anticipate the problems, and bring solutions 
to bear before a grave situation develops. They coordinate their efforts 
through the village stockmen, who frequently carry out the reconnaissance and 
follow-up work for the supervisor. 

Veterinary service, except emergency service, and A.I. service are 
f'urnished free to the villager. 2/ The veterinary service is organized to 
make routine calls to each village-once a week and to take e:roorgency calls as 
they come in. There are 42 veterinarians working at tre Kaira Union. other 
unions have fewer. Presently, in some unions the veterinary service as well 
as the A.I. service i executed lf by governl113nt technicians. This service 
reportedly is disappointing. At the Kaira Union the semen packed in ice is 
delivered to each village every day by the morning nd.lk pickup truck. The 
village stockmen inseminate the buffalo that are brought to the society 
restraining facilities. 

The processing, marketing, technical service, and extension service 
activities are carried out by union personnel with one central idea in mind -
the well-being of the villager. The union officials regard themselves as part 
of a "social enterprise. 11 The villagers have benefited and speak positively 
of the valuable role this cooperative has played in their lives. The finan-
cial result is described in a study which sampled villages with milk producer 
cooperative societies and those without. The income from milk sales per animal 
was 60% greater for buffalo-owners of the former type village than the latter. 
In the same study, it was shown that inhabitants of villages with societies 
conSUIOOd some 33-42% more milk per person than villagers not having access to 
a society, even if they themselves were not milk producers. It was suggested 
that this was due to the fact that milk was more likely to be available at a 
reasonable price .in the villages with cooperative societies than those without.4/ 

1/ See example in background file. 

V See Appendix I-b for more detail on veterinary and A.I. service. 

]./ See Appendix I-f. 

1:/ Srivastava, R.K. Impact of Cattle Development Programme on Rural Economy in 
the Kaira District, Paper at Symposium Livestock Statistics, March 1970. 



- 7 -

rlences with Credit Delive throu. h the Coo · rative Or anization.
The experiences of the Kaira Union with the practice of long-term 2- years 
credit delivery through their cooperative organization have been generally 
unrewarding and have led them to strongly discourage the use of the cooperative 
organization as an administrative vehicle for credit delivery. Other unions in 
Gujarat and in other states (Haryana) have tried cooperative credit deli very 
schemes and, in general, have had similarly bad experiences. 

Credit for buffalo purchase has been extended for 75% of the purchase 
price by societies to individual members. In some cases the loanee has used 
this money for other purposes, such as wedding and festival expenses, without 
the knowledge of the society; in other instances, however, the money was used . 
to purchase buffalo. Regardless of the use of the loan, the debt to the society 
by the loanee frequently becomes such a burden that he cannot meet the payment, 
and still cover his daily living costs. He will soon start selling milk or 
ghee privately. The end result of the default is bad feelings between the 
society administration and the members and amongst members. The experience is 
that societies involved in credit programs even to small degrees, invariably 
start to weaken and even dissolve. 

The Kaira District Cooperative Bank Office in Nadiad (near ~ld) is 
interested in lending money for buffalo purchase. In October 1972 they lent 
Boo,ooo Rs. for buffalo purchase on three-year terms through 21 societies. 
They are waiting until June 1974, to evaluate their experience. 'lheir criteria 
for loan recipients were: 

1 • He must be a member in good standing with the society. 

2. He must identify the animal by tattoo. 

3. He must have 2 co-signers to the note. 

4. He must have daily transactions with the society. 

S. He cannot dispose of the buffalo. 

The Kaira Union does not favor this practice, despite these restrictions, 
because similar approaches have turned out badly before. The cooperative bank 
makes short term loans to smallholders through village agriculture societies 
(cooperatives which serve crop production) for farm inputs. This type of 
lending has apparently been successful in the past. 

Kaira Union officials very definitely feel that buffalo owners should 
get credit outside the milk producers cooperative organization either from 
banks or from private money-lenders. The villagers are apprehensive about the 
formality of the transaction and about giving title as security to banks. 
Therefore they most often borrow from a merchant or money-lender in spite of 
the higher interest rates, because the security required is frequently family 
jewelr,y and the transactions are simple. 

Problems Encountered in Forming New Village Cooperative Societies.
The Kaira Union, and to a lesser extent other Gujarat unions, has had consider-
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able experience with the formation of' new village cooperative societies. 
D_u.ring this process, they have encoWltered many problems and have developed sane 
sqlutions. Personnel have been speci~ trained to be members of' "spearhead 
~~~ to go to villages and stjmnlate and implement the formation of' societies 
o as they say, 11organize milk procurement."!/ 

be.low: 
Some of the sources of' resistance to society formation are listed 

1. Village political situations in:volving the power of a particular 
ind:ividual(s). 

2. A traditional belief that milk is an item that should not be sold, 
only consumed by the producer, bi.s family, or friends. 

3. Lack of confidence that the market will persist. 

4. Desire to make ghee. 

5. '!he village traditionally has been involved only in the "salvage" 
of milk buffalo from Bombay. (Dry bu:ff'alo are brought to the village where they 
calve or, in some cases, are bred and kept th&re \Ultil they calve. The. villag
ers are paid according to the duration of the care period). 

Approaches to solutions !cxr most of thase problems are based mostly 
on human relations unders-tanding and maneuv.&.ring. One approach that has 
worked is to move a villager who is po~i tic.ally important but not entirely 
supportive of the society idea into a position of society leadership. The 
prestige helps him overcome his opposition and eventually his political power 
is used for the benefit of the society. This does not always solve the problem 
and in a few instances tbese _leadePs hav.e sabotaged the society in order to 
prove their point to the villagers. Generally, though, the successful performance 
of societies in neighboring villages makes it · difficult for any malcontent to · 
misrepresent the advantages of a cooperative village society. To overcome the 
traditional belief against selling milk, the officials of Kaira and the other 
unions have employed social workers who are respected by the villagers. This 
sort of organized persuasion is time consuming and in some cases villagers 
still remain bound to their tradition; however it has been the only approach 
that has had good results. When they start a new society, the union personnel 
always take the village leaders to other socie-ties and specifically to Anand. 
This is a major excursion for these people as many of them have never ventured 
out of their i~diate enviromnent~~ 

The home production of ghee adds an interesting slant to the market
ing of milk. Fa.r100rs are not forced by product perishability to sell their 
milk. Ghee is easily stored without refrigeration and is commonly used in the 
preparation of traditional dishes and pastries. The union processing plants 
also make ghee (Amul ghee) and sell it back to villages at a subsidized or 
near-cost price. This is a milk procurement effort aimed at making it more 
attractive for villagers to ship their buffalo milk and buy ghee rather than 
make it at home. At times (as in Nov. 1973) when open market ghee prices 
were very high, society mmbers buy the Amu.l ghee through the society and 
1/ The National Dairy Development Board has proposed a working plan for the 
- flow of events leading to the successful operation of village societies. 

See Scheme of Org. or Rural Procurement Action Item No. 9 eration 
Floo ~ age 

• 
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sell it, at a profit. However, the overall effect of the union manufacturing 
ghee has been to decrease the amount of home ghee production and achieve the 
desired flow of buffalo milk to the processing plant. 

In the villages where a high percentage of villagers are involved in 
the "milk buffalo salvage" business, the establishment of a society has 
very little chance unless there also are milk sales of sufficient quantity to 
support a viable society. About 200 1i tres per day is the minimum quantity 
needed to justify the village-to-processing plant transportation costs and to 
yield a return sufficient to pay minimum society operating costs. 

These methods of overcoming resistance generally have been successful. 
Only rarely( once or twice in the Kaira Union) has a society been fonned and 
then dissolved as a result of these resistance sources. In the north,(Haryana) 
where Kaira Union officials are working to start cooperative organizations at the 
invitation of the GOI, local government departments are trying to bring the 
cooperatives into their individual sphere of control. The heads of the Depart
roont of Cooperatives, Dairy and Animal Husbandry, each think that the cooper
ative system being started belongs to his department. This bureaucratic squab
ble has significantly deterred the efforts of the "spearhead teams" in their 
work to organize cooperatives. The only solution to this type of problem in 
the past has been to avoid direct government involvement, even though the 
government may make vigorous attempts to intervene. J! 

Discussion.- The Kaira Union has achieved an unusually well coordinat
ed connnercial and social relationship with smallholders which has led to their 
financial and social betterment on a sustained basis. In this case, the great
ly desired quality, "spread effect," has also been achieved. '!he "Anand model" 
is in stages of adoption in various parts of India besides Gujarat. In this 
survey, we are asking, ''Why this success ?11 It is simply because the farmers 
of Gujarat are so progressive, the land so fertile or the leaders so qynamic? 
These may all be true, but every smallholder situation has some potential 
for development. "'lhe question in the case of Gujarat is: What elements of 
the development strategy can be identified as being the main reasons for the 
maximization of resources towards the improvement of the lot of the small
holder?" 

The men who lead Kaira Union are judged to be the element which should 
have initial emphasis. 'lhese are men of courage, brilliance, and dedication 
who brought together and motivated other men of like qualities. The early 
vision of s.v. Patel in courageously suggesting a farmer-controlled cooper
ative was carried out by the qynamic executive leadership of Dr. V. Kurien, 
the general manager. The purpose of mentioning these men is not only to 
further honor them, but to emphasize the importance of this development ingre
dient -- dedicated and continuing leadership. 

l/ The only involvement that the government has with Kaira Union is to audit 
the books of the member societies. 



- 10 -

The idea motivating these men was that the rural milk producer should 
be the major beneficiary from the successfUl develo~nt of milk processing 
and marketing. At Amul. all eyes are turned toward the villager. The villagersi 
position is represented in every decision they make. 1be efforts are active 
in that they are constantly seeking better ways to benefit the villager through 
the technical apparatus established to market milk. To a degree, the success 
achieved in communicating with the smallholder is due to too imaginative use 
of modern technology. The treatnent of a sick buffalo, a pregnancy diagnosis, 
the operation of the processing plant are examples. The demonstrations of these 
activities to the villagers have been used as focal points to enable the men 
of .Amul to have a platform of villager attention from which they can promote 
new techniques and disseminate information on a variety of subjects. 

The importance of a market s.ystem in providing the incentive for 
production has been demonstrated in the Kaira Union. Knowing that .he could 
always sell milk at a predictable price encouraged the villager to actively 
support the cooperative society and to seek ways in which he could increase his 
production. The use of modern milk processing teChnology to achieve a flexible 
demand in the face of a large variation in milk supply has been responsible for 
steady prices. The villager has confidence in the ma.rlcet system at the local 
level. This confidence is due to the tight operation of the societies them
selves and of the union in its day-to-day dealings with the societies. 

Being outside the direct influence of governmaot the Kaira Union has 
not been encumbered by the inefficiencies of bureaucracy. One of its main 
advantages has been ·that they have been able to employ and promote people on 
a merit-based system. The governroont has tried to build cooperative organiza
tions in other parts of India with largely unsuccessful results. One reason 
for this is that they have approached the problem by building from the "top down." 
'lhe solid progress made by the Kaira Union and other unions in Gujarat is due 
to the attention given at the village level resulting in the viability of each 
society by itself. 

Under the direction of the Kaira Union leadership, the assistance of 
external aid agencies has had optimal effectiveness. Such as assistance from FAO, 
UNICEF and the government of New Zealand which led to the erection of the Amul 
processing plant. The assistance of the World Food Program of the FAO in 
providing powder nrl.lk to enable to Kaira Union to capture the Bombay milk 
market and generate funds for the Union's further development has been import
ant. This is called Operation Flood. lf Its basic idea is to convey consumer 
ruppees spent in Bombay to the pockets of the village buffalo owner in Kaira. 
This external assistance has had a major contribution to the success of "Anand." 
Hmiever, without the tightly organized and well coordinated marketing system 
such aid would have had very little impact. 

Summary of Main Points.- 'lhe Kaira Union has achieved remarkable suc
cess in reaching the small buffalo owner in Gujarat, India. This survey has 
attempted to define the major elements which led to this success. 

l/ For more description on Operation Flood see Appendix I-a. 
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1. The quality and dedication of the leadership. The men that 
started many of the procedures of the Kaira Union are still there and have a 
continuing interest in the growth of the entire concept. 

2. The orientation of the cooperative organization was based on 
villager involvement. The individual farmer and his society was and is given 
prime consideration in policy decisions. 

3. The emphasis on the establishment of a market system in which 
the village can have confidence and which provides production incentives. 
The villager gets paid twice daily and can expect a predictable cash income 
throughout the year. 

4. The active efforts in the extension of farm and home information 
to the villager. The use of modern technology such as animal health, A.I., 
milk processing, etc. to achieve such extension has been imaginative. 

5. The lack of encumbrance of a bureaucracy. Being outside the direct 
involvement of government bureaucractic structure has enabled the Kaira Union 
to employ personnel on a merit basis and to carry out administrative procedures 
without the slowing and so:rootimes crippling effect of bureaucratic involvement. 

II. SMALLHOLDER LIVESTOCK DEVELOPMENT IN K&""'TA 

The field work in Kenya was directed toward gaining an understanding 
of the elements of strategy which have attributed to the successful develop
:roont of two types of smallholder; the smallholder crop-dairy farmers with one 
to five dairy cows financed in part by IDA credit 105 as well as German bi
lateral aid (KFW) in the Mt. Kenya area, and the Ma.sai group ranches of the 
Kajiado district. The efforts to develop a smallholder agriculture have been 
in progress over the last 10-15 years and today the people responsible for 
this progress continue strengthening the procedures and institutions which 
have grown out of the experience of these efforts. In Kenya the results of 
developroont carmot be attributed to one project or even to several finite 
projects, but rather to the efforts of government and parastatal bodies, 
bilateral and multilateral assistance, several individuals, to the initiative 
of small farmers themselves and to a national priority for smallholder devel
opment. 1/ The examination of the experiences of the credit institutions and 
the cooperative movement is emphasized in this report. 

Smallholder Dairy Farming in the High Potential Are~.- An estimat
ed one million families operate smallholdings in the high potential farming 
areas of Kenya. Maqy have registered title deed tenure. ~ically these 
smallholders have some (one to five) dairy cows, many of which are grade animals 

J} See Speech Delivered to the National Assembly on 15th June, 1972 by the Hon. 
Mwai Kibald, Minister for finance and Economic Planning, when presenting 
the budget for the fiscal year 1972/73; Development Plan 1970-1274 pg. 166-178, 
Ministry of Finance and Planning; Republic of Kenya, African Socialism and 
its Application to Planning in Kenya, 1965. 

2/ High potential means an area which has over 33.5 inches of rainfall. This 
- area comprises about 14% of total Kenya ( 1 O% of the smallholder crop and 

livestock agriculturists live in this area) and has 56% of Domestic Live
stock Units. See Peberdy, J .R. Animal Production, 1 970-80 and Beyond. 
More description of this subject can be found in IBRD, Kenya Ag. Sector 
Survey, Annex V, 1973. 
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while sOJE are zebu or ze~-dairy breed crosses. ihe size or the farms with 
dai.rJ cattle range from less than one acre to six or eight acres and farm 
pr9duction is diversified in that pyrethrum, coffee, tea, vegetables, maize 
and/ or .fodder are grown. Dairy production has become a desirable addi. tion to 
the .farm system because it creates an even cash flow, and fits well into 
the farm labor distribution pattern. Also, the high milk price fixed by 
government is undoubtedly a major cause for the interest in milk production. 
'!he tooat price for live cattle sold to the Kenya Meat Commission (KMC) on the 
other hand is fixed at a low level. The canbination results in premature 
slaughter of many dairy bull calves because the farmer makes mu.ch more return 
by selling his milk than by .feeding it to a calf. 

The milk-marketing activ-ity is carried out by the local cooperative 
societies which are most often federated into district cooperative unions. 
These societies provide collection centers .for the milk as well as sources 
.for some of the inputs for production. The district unions provide a source 
.for the major input - dairy feed, given in the form o.f credit against milk 
sales. 

Credit for grade dairy cow purchase and complementary dairy inputs 
has been provided principally by the Agriculture Finance Corporation (AFC). 
Loan supervision is provided by personnel of the Ministry of Agriculture (MOA) 
and the AFC has significant influence in the training of these people in fa:nn 
management planning. The MOA has developed local. training centers for farmers 
and junior MOA extension personnel. Technical assiat~ce or veterinary services 
and A.I. are under control of th,e MOA; they are generally well organized and 
the fanoors have confidence in them. 

The Group Ranch Schemel".- In the e~ly 1960's, the Ma.sai were faced 
with a serious drought and a plague of arD\V worms. Death losses of cattle 
were as high as 50%. Also, they could see the pressures of land scarcity 
developing. 'lhese pec;>ple were receptive to offers of MOA officials to design 
plans for proper de~lopment of their cattle business. This initiative was the 
beginning of the Group Ranch development. The idea of communal land owner
ship with maintenance or individual cattle ownership was proposed and after 
a few years of negotiation, the first group ranch (Poka) was fo~d in 1966 
w.i th 30 member families. The credit extended to this group by AFC was assigned 
to each individual fami.ly rather than to the group. In 1971/72 five more group 
ranches were formed. About 700 fand.lies live on these ranches. Loans to these 
ranches have been made to the groups as a whole. 

The problems of who should hold how many cattle -and the proportionate 
use of resources have been worked out to the satisfaction of the Masai. 1/ 
'lhis is not to say that this solution is everlasting but at this time the group 
ranch roombers are satisfied. One. of the most attractive features to the l.faaai 
is that they now have title to land. To delve into the sociologic aspects of 

J! More description is offered by Simpson, M., Alternative Strategies for Range 
Land Development in Kenya., University of Leeds, March 1973; Jalmke, H., 
Ruthenberg, H., Thimm, H.J., Range Ievelopment in Kenya - The Kenya Live
stock Development Project and its ~act on Rural DeveloEment, Nairobi, 
Dec. , 1 972; and IBRD, Kenya Agricultural Sector Survey, .Annex V, 1 973. 

Y See Appendix II-e. 
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this approach leads to endless discussions.l/ The fact of the matter is that 
this was the most acceptable alternative solution to a desperate problem. 
Further, this concept appears to be acceptable for the future because some 
50 more ranches have been designated for financing. The prospective members 
have been registered and are waiting for financing and development implementa
tion, and their land has been adjudicated. 

The efforts of two or three individuals in designing and implementing 
this plan are significant reasons for the successf'u.l outcome that has been 
achieved. The early days of plarming for these ranches involved numerous 
discussions with the Ma.sai. Many plans were formed and revised. A new land 
adjucti.ca tion act had to be written as well as new laws governing group 01mer- . 
ship of land. Some of these original planners continue to work with the group 
ranches in Kenya directly or indirectly. This continuation of management 
experience has been an important reason for the successful development. 

The results of this approach point out the sociologic qynamics that 
can occur in certain groups in response to alterations to their social and 
physical enviromnent. This is not to say that the resultant change in the 
sociologic patterns is not upsetting, nor 100% acceptable, but that this upset 
represents a lesser disadvantage than the perceived advantage of the new order. 

Experiences of Credit Institutions with Lending to Smallholders.-
The AFC, commercial banks and the Cooperative Bank have extended credit to 
smallholders. '!he AFC 2/ is a development bank that carries out various 
activities in association with government to administer development credit 
programs and has the most experience of any organization in Kenya with small
holder credit. The commercial banks' lending policies are fairly conservative. 
They take much less risk than the AFC. The recently formed Cooperative Bank 
delivers credit through the cooperative organization and has lent money mostly 
for coffee production. 

The AFC has been involved in smallholder crecti. t schemes since 1955 
and has tried various approaches to security and credit supervision. In 
Appendix II-a some of the experiences are described. In general their expe
rience is that making medium-long term loans without land title security has 
led to poor repayment. The figures shown in Appendix II-a for the percent of 
total arrears which are over 12 months do not by themselves truly reflect the 
actual situation since they do not show total lending which has been repaid. 
Unfortunately these figures are not available but the experience is that the 
total repaid loan values are considerably higher for districts where title 
has been held for security. The point is that when land title was required by 
AFC policy the repayment improved greatly. The same trend may be drawn from 
the table in regard to quality of technical supervision. The KFW credit scheme 

!( For discussion of the sociologic features of group ranches, see Hedlund, 
H. G.B., The Impact of GrauE Ranches on a Pastoral Society, Institute for 
Development Studies, University College, Nairobi, Staff Paper No. 100, 
June, 1971; and Davis, R.K., Sore Issues in the Evolution 1 Organization and 
Operation of Group Ranches in Kenya, Land Tenure Center, University of Wis
consin, Reprint from East African Journal of Rural Development, Vol. 4, No. 1. 
Also A.H. Jacobs has done a Ph.D. thesis on this subject, however his work, 
The Traditional Political Organization of the Pastoral Masai, has not been 
published. 

2/ See Annex 2 of IDA 105 Smallholder Credit Project appraisal report, April 
- 1907, for more description of the AFC. 
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'With its deeper reaching teclmical assistance enjoys a somewhat better repay
men experience than does the IDA scheme. '!he return to the cost o:f such 
administration cannot be determined. Under the IDA scheme, :foreclosure has 
been threatened in sOIOO cases but the strength o:f implementation was such 
that the :farmer was able, ~ the last resort, to retain his land. Even though 
foreclosure is a slow adnti..nistrative and judicial pro~ss in Kenya, under the 
KFW scheme, some :foreclosures have be.en executed. 

In early years,· as.~~~ce provided f~rs in conjunction with AFC 
credit was ailood almost entirely at the techpi.cal aspects of :farm:ing. 'lhis 
assistance was provided by personnel o:f the MOA. The problems resulting f'rom 
the lack o:f attention to :farm ~ement, i.e., budget and cash :flow pJru;mjng, 
became evident and in 1968, t~re.fore, under the IDA 105 loan, a short course 
program to train te~lmici~s in :fam ~~t was begun. These technicians 
helped :farmers prepare a :farm plan ~or to loan approval 1.1 AFC 1 s experience 
with this approach has been exce~t. 

1-fost o:f the medium-to-long term ~llholder lending has been to the 
crop-dairy fanners o:f the high po~nt~al areas. AFC has also lent money to 
smallholder pig and poultry operators; th,is has been unrewarding in many instances 
and they now, as a policy :matter, only le,nd .1;,o pig and poultry producers in cases 
where an adequate technology and s~rviceable . market system are assured and where 
the fanoor can supply the feed inpu. ts. In contrast to lending for pigs and 
poultry the lending for grade dairy cattle .under conditions of the title security 
and technical supervision has be~n relatively ~~~essful and the demand for 
credit for cow purchase and dairy comple~n~ry ;i.nputs is much higher than ex
pected. This undoubtedly resul.ts in part from the milk price policy, but the 
demand for smallholder dair.y loans was h~gh e~en pefore the presidential price 
decree of 1971. 

The result of lending to group r~c)les cannot be accurately evaluat
ed at this point because. mos~d' .the ~o~s are I;Lot yet d\le.y Some prepayments 
have been made and ind.icq:~ions to persons :who w.ork closely with these groups 
are that repayment will be excellent. RepaY.7Uent of individual loans made to 
members of the first group ranch (a practice which was discountinue d) has been 
poor. This situation is complicated by problems of re~ord-keeping for these 
accounts in AFC. The estimate is that 24 o:f the 30 individual loans on the 
Poka ranch will be repaid and the remaining six are doubtful. 

The commercial banks have been act~vely lenqing to smallholder live
stock producers for many years. ·They usually demand more security than does 
the AFC. Nowadays, in addition to land title, most coiiJlTlercial banks will 
extend credit only when the loanee can show an existing, well-established 
source of income such as coffee production or outside employment. Commercial 
banks because of their high liquidity would like to increase their lending 
but cannot justify the cost o:f field supervision which would be required if 
they relaxed their security policies. They consider smallholder lending good 
for their public image as well as a way o:f opening new loan markets. 

l/ A sample of the for.m used :for farm management planning is in the background 
file :for this survey. 

Y See Appendix II-b. 

" 
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One experience was described in which a commercial bank lent money 
without title deed security. In the Kericho district in 1965, prior to land 
adjudication, the district manager made a few medium term loans betting simply 
on the innate honesty of the tribe. Because his early results were successful, 
he increased this practice. During this 1-3 year period the average number of 
loans out at any one time varied from 50 to 150, and in value from 50 to 150 KE. 
The terms were from one and a half to three years. Later as land adjudication 
progressed, title deed was required. This same official said that he would 
not repeat the same experiment today. Widespread degradation of basic integrity 
and poor credit discipline has~ become prevalent because many farmers who receiv
ed loans without security were permitted to default without penalty. 

The Cooperative Bank was started in 1 968 because members of all types 
of cooperatives desired a credit source and a savings institution within their 
cooperative movement. The Bank does not maintain individual accounts but makes 
agriculture loans to cooperative unions and to societies only. Loans to 
societies are made within the framework of the Cooperative Production Credit 
Scheme (CPCS) or for crop advance produce buying. Most lending has been for 
coffee production, and the performance so far has been excellent. In Kiambu, 
1 ,897 members received loans averaging 250 Kli and for an 18-month period 
23,016 KB was recovered out of 24,537 KE lent. These loans are made with 
"market monopoly" serving as security. Although to date loans for dairy cow 
purchase by the Cooperative Bank have been negligible, this bank is prepared to 
make dairy cow loans with three-year tenns to the member societies, and there 
is sincere interest on the part of the society officials to enter into such 
credit programs. One district union has recently made eight loans for cows 
as an experimental venture. They plan however to use the return from coffee 
production rather than from milk for loan repayment. This arrangement reflects 
the concern that milk. may be easily sold outside of cooperative market channels, 
thereby debasing the market monopoly. 

Another sort of credit that is provided by the cooperative is for 
emergency personal need, i.e., health expenses, school expenses. This is the 
only credit not delivered against supplier invoice. Payment is deducted from 
the sales of products through the cooperative channels (crop advance produce 
buying). In many cases the harvested crop has been delivered but payJOOnt has 
been administratively delayed. In most cases, the amount of this sort of 
ere d:i t is limited to 1 O% of the crop value. 

The Cooperative Movement.- Individual cooperatives were started many 
years ago by European farmers for the purpose of marketing their cash crops. 
Later, in the 1960s after Africanization, many rural cooperative societies were 
established to fill economic political and social needs of rural Kenyans. l/ 

17 A worthwhile discussion and review of the genera philosophy of rural cooper
atives with specific focus on Africa is offered by Apthorpe, R.J. He also 
discusses the problems of credit administration by the cooperative and 
concludes that such a practice is questionable. Rural Cooperatives and 
Planned Change in Africa: An Analy-;tical Overview. Staff study for United 
Nations Research Institute for Social Development, Geneva, 1972. 
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The aim of' the govel'"'lllOOnt was to show that it was tald.ng immediate action f'or 
rural Kenyans. ibis emotionally inspired action was in many cases premature 
and resulted in the rapid growth of' numbers of' societies which were lacking 
quality of' management. In the more progressive smallholder areas these 
societies are now serving an economic .function of' input supply and marketing, 
but have made very little progress in achieving social or political benef'its 
such as health improvement, extension and comnnmi ty cohesiveness. Internal 
squabbling, corruption and embezzlement have been conmonplace in the recent 
past. Because the cooperative movement was organized from the "top down" 
individual members lack a sense of' involvement and responsibility. !/YJ/ 

In many cases, the societies operate under t.lte umbrella of district 
co-op unions. These district unions serve the societies by providing assist
ance for their bookkeeping, training, transportation, and general administrat
ive management. The unions frequently manage tre distribution and sales of 
inputs to the society roombers. '!he govermnent continues to encourage the 
amalgamation of primar,y societies into district unions which, in most cases, 
have multipurpose/multicommodity functions. An apex organization, the Kenya 
Federation of Cooperatives, was set up in 1964. This organization is involved 
in educational activities for the cooperative employees and the establishmant 
of guidelines for cooperative personnel policy. ~ 

!/ This problem is described in Cooperatives and R~al Development in ~ast 
Mrica, edited by Widstrand, C.G., The Scandinavian Institute of African 
Studies, Uppsala, Mricana Publishing Corp., New York, 1970. He observes 
that "Ideally, in the long run it is not until the members themselves 
feel a sense of involvement and that they have some control over the co
operative (through education, involvement in productive activities, etc.) 
that efficiency can be guaranteed by pressure from below, by active partici
pation by the membership, both in the marketing and producer cooperatives. " 

2/ A discussion of various management problems in cooperatives in East Africa 
- is offered by Karanja, in a paper, Rural Economic Development and Manage

ment: The Case of Cooperative Management in East Africa, presented at the 15th 
Annual Meeting of the African Studies Association, University of Nairobi, 
Nov. 1972. 

2/ The particular problems of the Cooperative management in the resettlement 
areas of Kenya is presented by Harbeson, J., in Coo rative Societies Local 
Politics and Development: A Kenya Case Stugy, presented at the 1 th Azmual 
Meeting of the African Studies Association, University of Nairobi, Nov. 1972. 

h/ See diagram Appendix II-c. 
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The local dair,y cooperative societies manage a series of collection 
centers to which fanners bring their milk in milk cans twice daily. The milk 
is taken to a union collection center where it is kept chilled in cans. Here 
in some cases, the milk is separated. From these union collection centers, 
the milk is shipped to the nearest Kenya Creamery Commission plant. The 
farmers are paid once a month. 'Ihese payment are, however, sometimes delayed 
because of administrative malfunction. Most local societies have a headquarters 
in the farming area which serves as the record keeping center and also a store 
to supply certain inputs {spray, teat treatment medicines, etc.) as well as 
i terns used in the home. 

In 19A7 the authority of the Department of Cooperative Development JJ 
was increased to deal with the problems in the cooperative movement by a new 
Cooperative Societies Act. Under this act, the department can remove officials, 
order amalgamation of societies into unions, approve and reject budgets and 
policies and audit accounts. To achieve long-range improvement in cooperative 
management and administration, an education program has been established to 
train cooperative employees. The Cooperative College was established in a 
temporary location in 1967 and then in permanent facilities in 1970. This 
college is a result of an assistance program to Kenya by Nordic coUlltries. 
Its aim is to provide regular short (1-14 weeks) education programs for 
cooperative employees as well as facilities for special seminars and short 
courses. In the period 1967-1970, 1,680 persons benefited from these courses 
and seminars. The first diplomate certificate in cooperative administration 
will be granted only this year because the 32-week formal training program 
was not started until 1972. ?J 

The activities of the Department of Cooperative Development were 
given considerable impetus when they adopted the Government's Cooperative 
Development Policy (Sessional Paper No. 8 of 1970). The cooperative movement 
as an instrument of incane distribution is meant to have a major impact on 
the social and economic transfiguration of Kenya. To achieve this, a new 
division of the Department of Cooperative Development was formed, a Cooper-
ative Development Policy Division, which is attempting to formulate policy 
leading to the improvement of operational efficiency of cooperatives. The 
overall program of the Iepartment of Cooperative Development is aiiOOd toward 
helping the fUnctional activities of cooperatives and to promote better organi
zation of the whole movement. Five divisions are set up to deal with the function
al activities; Credit and_Finance, Education and Training, Audits and Accounts, 
Development and Planning," Settlement Cooperation and Field Services. J! 

A credit and savings scheme operates within the Division of Credit 
and Finance. This scheme, the Cooperative Production Credit Scheme (CPCS) 
was initiated in 1970 as a mechanism for encouraging better management at the 

1/ See Republic of Kenya, Development Plan 1970-74, pg. 276-282 for more 
description of the department. 

?J See Appendix II-c for a brief description of courses. 

3/ Detailed accounts of the activities of these divisions are described in 
- the 1 968-1 970 Report of the Department of Cooperative Development in survey 

background file. 
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society and union levels, stimulating rural service, retaining funds in too rural 
sector for the benefit of cooperatives, providing the cooperatives with greater 
liquidity, encouraging nember loyalty and increasing the p:roducti vi ty of cooper
atives through availability of input credit. The fonnation and implementation of 
this scheme were greatly assisted by the Nordic project for Assistance to the 
Cooperative Movement in Kenya. 1/ The CPCS has had many growing pains because of 
poor management ability at the local levels. To date most of the loans have 
been short-term for coffee production. The design, however, is such that longer 
term (3-.5 years) loans are available. No loans for livestock have been made through 
this scheme. 2/ However these cooperatives are active in milk marketing. In 1970, 
11 % of the cooper a ti vas' total turnover was from milk sales. The local primary 
societies and unions serve a milk marketing function as well as a supply source 
for some dairy inputs. These inputs are supplied on short-term credit against 
milk payment. To date very little credit for cow purchase (long-term) has been 
extended through the cooperative movement. 3/ 

Discussion.- In Kenya a variety of development strategies have been 
aimed at smallholders with differing qualities of results. The smallholders in 
certain areas of Kenya have benefited by these various development efforts. The 
idea of this field work was to define the lessons learned in this process which 
may apply to the overall objective of this survey: to draw conclusions useful to 
WBG in designing programs which can reasonably be expected to benefit the small
holder livestock producer. In the case of Kenya, the available information from 
the field survey which seems most helpful comes from the experiences relating to 
sma.lTholders credit programs, the cooperative movement and to the group ranch 
scheme. 

The smallholders which have benefited the most by credit programs are 
the Kikuyu and the r~sai. They are probably the most responsive and have receiv
ed the most attention. The experience with the Ma.sai is really too young to 
yield useful information in group lending; however all indications are that the 
experience will be successful. The efforts in credit delivery to Kikuyu and 
other crop-dairy farmers mostly in ·:the Mt. Kenya highlands have shown that, at 
least for longer term credit, deviation from a rather conservative policy on 
title security and loan supervision leads to poor repayments. In other words, 
if the loan is not secured by title or if it is not guided by rather deep reach
ing loan supervision, that repayment performance will not be acceptable. This in 
itself may not be a trageqy but the damage to an immature credit discipline rr~y 
have long-term detrimental effects. 

1/ See Linquist, s. Re ort on Credit and Finance in the A ricultural Coo erative 
- Movement in Kenta, The Nordic oject for Co-operative Assistance to Kenya, 

Document (67) 1 , May, 1967. 

gj A detailed description of this scheme is presented by von Pischke, J.D. in 
A Description of the Cooperative Production Credit Scheme, Institute for Devel
opment Studies Working Paper No. Bo, Dec. 1972. 

lf See Wanyonyi, J .J. M., Deputy Commissioner for Cooperative Development, The 
Role of Cooperatives in Small Scale Animal Production in Kenya, speech present
ed in 1972. 
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The mechanics of marketing of milk produced by the Kikuyu crop-dairy 
farmers have been carried out by the cooperative organization. The cooperative 
movement has yet to approach the full potential of f'ulf"illing the economic and 
political objectives reasonably envisioned. The "top down" organization is 
undoubtedly a major reason for this, and, until there is solid member involve
ment, the ability of the cooperative to be deeply integrated into the life of 
the smallholder will continue to be crippled. The efforts of the Departrent 
of Cooperatives to correct the ills of the cooperative societies and Un.ions by 
the education of officials and the tightening of administrative controls seems 
to be properly conceived and to have achieved some improvement already. But 
the experience is too short to evaluate in terms of lessons for this survey. 
The lesson on cooperatives in Kenya seems to be that individual farmer motiva
tion and involvement are the key factors toward achieving really vital co
operative societies which in themselves are capable of becoming vehicles of 
development strategy. 

A relatively intangible aspect of development comes from the Kenya 
survey - the importance of the dedication of individuals in leadership, and 
the support of the society at large. · In general, the nation has supported 
the developYOOnt of its rural inhabitants. Certain individuals began to work 
with the problems at hand, tried various approaches, sometimes failed, built 
procedures and institutions out of the successfUl solutions and tenaciously 
continue their efforts. These human factors although immeasurable except by 
judgement are critically significant in the development achieved in smallholder 
crop and livestock in ~enya. 

Summary of Main Points.- As a result of development efforts, resource 
use has been improved so that in Kenya smallholders, the crop-dairy farmers and 
certain pastoralists, are moving into the commercial stream and modern society. 
As a primary desire they want education for their children, and now are able to 
pay for it. The efforts of the credit institutions and the cooperative move
ment appear to be elements for this success. Although hard to measure, the 
degree and quality of local initiative is certainly an element, and in final 
analysis may be the most outstanding one. 

Out of the problems encotmtered in this development history, certain 
conclusions can be reached. 

1 • Cooperative societies should be organized with the constant in
volvement and support of t,he smallholder member. 

2. Local initiative, farmers and the society, are critical for 
responsiveness to develop1ment strategies. 

3. Title security and adequate loan supems~on are critical for 
acceptable repaytOOnt performance for medium to long term credit 
given to smallholder operators. 

4. Marketing cooperatives az•e a necessary instrument for the successful 
development of smallholde~r dairy agriculture. 
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DISCUSSION OF MAJOR ElEMENTS OF SUCCESS 

A. BACKGROUND - CHARACTERISTICS OF THE SMALUIOLDER 1 S ENVIRONMENT 

The achievement of success by smallholder development efforts will 
depend upon more than simply an institution, a new teclmology, a leader, or a 
market system. '!he achievements which these elements of d.eveloprent strategy 
attain depend upon the quality of land, labor, and infrastructure JJ of the 
environment in which they operate, and upon the degree to which the society-at
large is supportive of the idea that the rural poor should have a greater share 
in the economic growth of the country. Accurate assessment and lmowledge of 
the relative degrees of quality of these characteristics has considerable impli
cation for the applicability of the elements of successful development to other 
agriculture areas. 

In the environments selected for field investigation in this survey 
the qualities of these characteristics, i.e., land, labor, infrastructure and 
societal support, are relatively good. The question "Are these smallholders 
really better off as a result of the development efforts or might they have 
achieved their position anyway?" should be asked. Since we will never know the 
"control" or "no development" achievement the question seems impossible to answer. 
However, based on judgement and an understanding of the past position it seems 
reasonable to suggest that the development strategies employed in project case 
studies in Kenya and India took advantage of the quality of the environmental 
characteristics to benefit the smallhold~r. The bias that the quality of these 
characteristics introduces to this discu$sion cannot be removed, and the conclu
sions nru.st be considered with this in mind. 

This discussion of the quail ty 1-o.f envirolliOOnt characteristics and the 
consideration of environments selected .for this field investigation invites the 
question: does this mean that development efforts aimed at smallholders in en
viroruoonts of lesser quality have not been successful? '!his survey did not 
reveal examples of successful experiences in assisting smallholders, at least in 
livestock production, in areas where land quality was poor, labor was totally 
uneducated or poorly motivated, or basic infrastructure was relatively undeveloped. 
This is not to say that development efforts cannot be successful in environments of 
lesser quality than those surveyed but that as of today they have not been or have 
achieved only minimal progress. 

The successes have been achieved with smallholders who are potentially 
most responsive to development because of the quality of their land and their 
:i.J.bor. This process of selecting "the most likely to respond" as subjects of 
development efforts seems logical -- the fastest and best pay off from the least 
cost of development. The question before us is "How do we use what we have learn
ed to reach farther toward the development of the rural poor who have an environ
ment of lesser quality?" By example, consider the contrast of achieving develop
ment success with the Masai, who have relatively high characteristics of develop
ment potential, and the pastoralists of the subsah.ara. 

l/ Infrastructure here is meant to include the physical factors of tr~sportation 
and communication systems as well as socio-economic factors of land tenure, 
schools and technical expertise. 
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Somewhat in contrast to the decidedly commercial agriculturist, the 
smallholder's livestock production enterprise is generally inseparable from 
the entire farm system. This implies that smallholder development planning 
cannot be totally single commodity oriented, but rather farm system oriented. 
(This does not apply in the case where the farm system is one of a single 
commodity, such as cattle for pastoralists.) Efforts aimed at increasing the 
production of one commodity may not be detrimental in development of the com
mercial agriculture sector but it can be in the smallholder sector. The small
holder cannot risk the failure of the markets or the loss of production of one 
commodity in a single commodity s,ystem. He is in the most secure position if 
he has a diverse production, including the production of food for his home. 
In contrast to the larger commercial farmer who uses relatively indivisible 
and committed resources, the smallholder is able to shift some of his produc
tion quite rapidly from one commodity to another. This position of diversifica
tion is the one the smallholder will most logically elect. 

There are no reasons evident from this survey that development of 
the smallholder and the commercial agriculturist cannot proceed simultaneously. 
Advances made in the commercial agriculture sector can have complementary ef
fects on the smallholder sector. If the major objective is income distribu
tion, care must be taken to assure that institutions and policies established 
for commercial agriculture do not create disincentives detrimental to the small
holder. For example, a market system that is geared only to handle large quan
tities and a uniform quality of the raw commodities would work in the disfavor 
of the smallholder. ~ Kaira Union market system and the services provided by 
the Livestock Market Division of the Kenyan MOA are examples where institutions 
have been successfully developed to deal with the problems peculiar to the small
holder livestock producer. 11 

The rigorous demonstration of beneficial results from a development 
effort is difficult to present. The unavailability of farm microdata from which 
to measure differences of farm productivity or income between 
smallholders who received development attention and those wno did not makes a 
statistical comparison of this sort impossible in this survey. One of the 
difficulties in obtaining such data is that smallholders are very reluctant to 
give accurate disclosures of earnings or production. In the case of India, a 
comparison has been made which showed that villagers who had a milk producer 
cooperative produce more milk than those who did not. 2/ However, the conclusion 
that they are better off carmot be drawn because this stuctr did not reflect the 
production of the whole farm system. This points out the problem of this type 
of measurement (a problem common in developed countries as well) - that all the 
farm production, the home use of farm produce and the increased assets, i.e., 
equipment, livestock,etc. must be measured in order to defend the position of 
one farmer being better off than another. Further, the question of measurement 
of better nutrition, better quality of leisure time (i.e. better wedding cele
brations, more consumption spending, etc.) must be dealt with. In this survey, 

11 See Annex V of Kenya Agriculture Sector Review for description of the Livestock 
Marketing Division. 

gj Shrivastava, R.K., Impact of Cattle Development Programme on Rural Econosr in 
the Kaira District. Paper presented at SymposiUm of Livestock Statistics, 
New Delhi, March 1970. 
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the position is taken that the f'armer can evaluate how nm.ch he is being benef'i ted 
and will respond by requesting participation in assistance activities, repaying 
his loans, getting more credit and/or attending meetings. This on-going response 
will be manif'ested by the increased smallholder enrollment as shown in the case 
of' the growth in the cooperative societies in India, the readiness with which the 
Masai are signing up f'or group ranch schemes and the demand f'or dairy loans with 
technical supervision by the Kikuyu. 'Dle assistance efforts surveyed were success-
f'ul in reaching the smallholders as shown by their positive and continuous response. ]/ 

B. ELEMENTS 

People.- The smallholders in the cases stud:Led either initiated their own 
development or conditions were such that they were readily responsive to the op
portunities provided by the development strategies. 'Ihe leaders and development 
workers are dedicated to the development idea and they have been working with the 
problems for a long enough time to provide continuous guidance. They have grown 
with the various schemes which they have designed and have worked tenaciously to 
overcome the problems that have occurred. These leaders seem to have the ability 
to instill con£idence in the smallholders and others and to motivate them. The 
society-at-large and the government, regional or national, has been sincerely 
supportive of rural development in general and has demonstrated this support by 
assigning a high priority to the allocation of' resources aimed at benefiting the 
smallholders. 

'!be upgrading of smallholders and technical and administrative personnel 
who operate at the local level by training programs has been an effective form of 
subsidization. Programs which have trained these people in basic animal produc
tion techniques, farm management, cooperative society administration as well as 
in the management of the home have been the backbone of successful experiences in 
smallholder development cases studied. 

1 I One published experience is helpful in considering this subject of evaluation. 
- In Ecuador an effort was carried out to measure the benefit differential 

between the users of directed credit and the non-users. The evaluation was 
based on the interview response from smallholders about changes in production, 
income, meeting attendance, use of technology and purchases of items for the 
home, i.e. radios, bicycles, etc. The suggestion is that the measurement of 
smallholder benefit may be adequately approached by using a sample survey aim-
ed at determining attitudinal and discretionary income differences as reflect-
ed by such simple parameters as: attendance at meetings, adoption of technology, 
attendance of the children at school, and purchase of radios. See R. Hayes Keeler 
et al., Evaluation of the Directed Agricultural Production Credit Program in 
Ecuador -AID Spring Review of Small Farmer Credit, Vol. IV, Feb., 1973 No. SR-104. 
Also see Appendix III-A for Desk Review of Ecuador. 
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Cooperative Organizations.- The cooperative societies organized primarily 
for product (milk) marketing have been a major element of success. The role they 
have played in such success depends greatly on the degree of involvement of the 
rural member in the societ.y, i.e., the degree to which he feels the cooperative 
society is his own and that he has a say in its destiny. In this survey it became 
evident that the more cooperative societies became vehicles for the delivery of 
technical inputs and information extension(e.g. A.I., Veterinary Service, News
letter) the better they functioned overall and in a sense became vehicles of other 
types of development such as stimulation of village cohesiveness, awareness of 
sanitation and health procedures, development of community improvement projects. 1/ 

This survey revealed a contrast in the effectiveness of cooperative 
organization caused by the methods of their formation and operation. In Kenya 
where the cooperative movement had been imposed on rural inhabitants without much 
care being given to the quality of local involvement in the cooperative society, 
many cooperatives have failed to function beneficially for the smallholder member 
and many have dissolved basically out of local level internal disagreement and 
lack of member confidence. A contrast is seen in the Kaira Union in India, where 
great care is taken to assure that the societies are formed with the solid support 
of the village buffalo-owner members. Continuing active efforts are taken by 
the Union to assure the healthiness of the cooperative societies. The point is 
that unless cooperative organizations are formed with the constant involvement 
and support of the villager they are headed for problems which can contribute great
ly to lack of success. 

Market Systems.- Milk production was the main smallholder livestock 
activity investigated in this survey and the role of a well .functioning milk market
ing system was clearly an element for successful development of the smallholder 
dairy business. The perishable nature of milk requires considerable technological 
sophistication in the market system. This as well as the details of handling such 
small quanti ties as are produced by smallholders means that the market system is 
complex. These complexities of smallholder milk marketing can be most successfully 
managed through the cooperative organization. 

Price Policies.- Price stabilization is an important element. Milk 
processing technology can provide price stability in areas where there are large 
seasonal variations in supply. These variations can be absorbed by producing 
storeable milk products which in turn results in a stable predictable price 
throughout the year and the inspiration of producer confidence in the market. 

Credit Policies/Problems.- The extension of credit to smallholders under 
the proper conditions has been an element of success for smallholder dairy and 
pastoralist beef production. The experiences with smallholder credit however have 
not been uniformly rewarding as found in this survey. In some cases long tenn 
(2-.5 years) credit has created problems. Successful experience with long term 
credit in smallholder development has been achieved with deep reaching technical 
supervision and land title security. Conversely, as shown by the experiences of 
the AFC in Kenya, relaxed requirements of title security and shallow or poorly 
trained technical Supervision lead to poor repayment. 

l/ See Appendix I-e for information on community improvement projects. 

II 
I 
I 
I 
I 
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Group responsibility and market monopoly are generally considered as 
workable approaches to collateral .for credit where land title security is dif
ficult to obtain or when, even i.f obtained, en.forcement after default is hard 
to exercise. In this su.:tvey, .for the case of long term credit, the .findings do 
not fmpport these forms of collateral as being adequate to achieve an acceptable 
repaynent performance. The case of the Masai group ranches may well be an excep
tion ·to this statement but the credit experience in that scheme cannot yet be 
evaluated. In the Kaira Union, the attempts to use group responsibility as long 
term loan collateral have resulted not only in poor repayment but a weakening of 
the cooperative society-villager relationship. This result is linked to the fact 
that milk can easily be sold outside of cooperative channels; thereby debasing 
the market monopoly idea. In sum, the experiences in long term credit for small
holders .found in this survey indicate that acceptable repaytOOnt can likely 
be expected if title securit,y and well trained loan supervision operating at the 
farmer level are .available and that alternatives of market monopoly and group 
responsibility have not been adequate security under the conditions o.f admin
istration in Kenya and India. Besides being coJJJIOOrcially unsound, poor repay
IOOnt has resulted in the weakening of the cooperative organization 1 I and damage 
to an immature credit discipline; situations which may in themselves be sources 
of smallholder developiOOnt failure. Another point that is implied by this dis
cussion on credit collateral is the need .for land adjudication as a prerequisite 
for successful long term lending programs. 

The experiences of short term lending (2-9 months) without conservative 
collateral, i.e., as "in kind" inputs to dairy production against mi.l..l( sales,have 
been commercially acceptable. In this case, even though it· is hard to achieve a 
market monopoly with milk, the smallholder is able to keep up the payment without 
the burden seeming so great as to tempt him to sell milk outside the lending-mar
keting channel and he knows he nmst keep his account current before he can buy 
more inputs on credit through the cooperative. 

DISCUSSION OF CONCLUSIONS AND IMPLICATIONS 

There are implications from the development experiences studied in this 
survey which can serve the efforts o.f the WBG, specifically, to design develop
ment plans which enable the smallholder .to move more into the commercial stream 
through increased agriculture production. The implications from this survey are 
made with the idea that they can fit into or form the bases for designs of rural 
development strategy. The results of smallholder development efforts can be 
expected to be realized with more difficulty and cost and more slowly than the 
results achieved from lending programs directed at the commercial agriculturist. 
~ue elements of success described in the previous section give the general impli
cation that direct and intimate attention to the motivations of rural people and 
their organizations, the "human factors, " should be the basis of smallholder 
development design. Another general implication is that infrastructure and market 
opportunities nmst be extended to the smallholder. The society-at-large should 
not expect the cost of this infrastructure to be returned entirely through in
creased GDP from increased smallholder agriculture production. This is a subsi
dization in which social benefits such as the slowing of urban drift, better 

1/ A similar experience occurred with credit administration through marketing 
cooperatives in the Midwest USA in which the co-op managers were unable to 
manage both the marketing and credit aspects of the local cooperative. As a 
result, in most cases, the credit activity was separated from the marketing 
activity, sometimes physically to an office built alongside the main co
operative building. 



- 25 -

rural health, etc., may have to be perceived by the society-at-large and those in 
authority as being greater than the cost of rural infrastructure. 

Given the situation that the qualities of environment characteristics 
(land, labor and infrastructure) are potentially responsive to development, the 
findings of this survey indicate that there is reasonable expectation of success 
if certain conditions are present: 

1 • Smallholder interest as demonstrated by some initiative to seek 
development. 

2. Society-at-large support as demonstrated by some action directed 
at smallholder development and by the priorit,y given to the allocation of resources 
for such development. 

3. Smallholder groups, regardless of the purpose for which they are 
formed, that can demonstrate the feeling of confidence and involvement by the 
individual IOOmbers. 

4. Local leadership that can demonstrate their interest in and the 
commitment of their service to smallholder development. 

The point of mentioning these rather well known conditions here is 
that their necessity was clearly reemphasized in the investigations of this 
survey. Such conditions will never all be present at optimum quality. But the 
ability to identify the degree to which these conditions are present would be 
helpful in making a connni tment of resources aimed at the smallholder. Another 
approach is to encourage the government to stimulate the growth of these condi
tions so that development strategy which has a reasonable expectation of success 
can be undertaken. The implication to WBG smallholder development plarmers is that 
learning how to identi~ the existence and stimulate the formation of these condi
tions would be fruitful in terms of carrying out their objectives. Specifically 
skills and procedures should be developed for: 

1) Assessing smallholder response potential.- An interview-based survey 
protocol could be developed to form the basis of determining responsiveness. 
Assistance in this questionnaire design might come from agriculture extension 
people in the developed countries. The results of these interview surveys may 
then indicate the comparative responsiveness of groups of smallholders. 

2) Assessing the vitality of smallholder organizations.- Assuming there 
are local cooperative societies or other groups in existence their vitality could 
be judged by meeting attendance, date of last by-law revision, condition of the 
account books and sample interviews of smallholder members and the admi.ni stra tors. 

3) Assessing the sincerity of society-at-large support for income dis
tribution to the rural disadvantaged.- Governments could be requested to supply 
policy statements, budget plans, land tenure plans and laws, which indicate their 
support of the smallholders. The development schemes which they are carrying out 
or in which they are participating could be examined from the records, by site visit 
and by participant interview. 
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4) Assesing the availability or potential availability of local leader
ship with the quality to carry out developm3nt strategies. 

The foregoing discussion has emphasized the implications in the 
general area of human motivation and behavior. The findings :from the experiences 
studied in this survey suggest other implications far successful design of small
holder develop100nt plans. 

1. Market systems must be designed to deal with small quantities and 
to deliver frequent payments. This requires that great attention must be given to 
detail at the local level. The healthiness of the local cooperative societies 
is a key factor in the succ.ess.ful operation of the market system which in turn is 
a key factor to the stimulation of smallholder production incentive. 

2 • Training Erograms should be emphasized. These programs should be 
entirely oriented to the smallholder world. The motivation and training schemes 
o.f the Kaira Union and the Farmer Training Centers of Kenya are examples of this 
orientation. The subjects should be almost immediately applicable and their 
importance should be readily visible to the smallholder. Persons trained for 
technician roles should be rural inhabitants who understand the daily life and 
speak the language of the area in which they are to work. Training in farm manage
ment and rural society cooperative administration should have the same emphasis 
as does training in technical subjects. 

3. The formation of cooperative organizations should be given a high 
priority. Besides input supply and marketing in smallholder development, co
operative societies can serve a variety of functions such as extension and short-te. 
credit vehicles. Government technicians should be trained not only in loaal co
operative society management but in methods of forming local societies which are 
solidly based on smallholder participation and confidence. 

4. Policies which lead to stable prices that provide a reasonable return 
to labor should be emphasized. The smallholder is more interested in security than 
in great gains in income for which he must risk a certain loss of security. Price 
policies which act as disincentives should be identified and discouraged. 

5. Credit management should be commercially sound. This leads to the 
establishment of credit discipline. Enforcement policies should be hard enough to 
guarantee an acceptable repayment performance. There is no evidence to support the 
value of experiments in relaxed demands for security. There are other approaches 
to conservative security for long term loans without title deed (In Papua and New 
C~inea, clan-elder guaranteed grazing rights and borrower labor are successfUlly 
used along with tight supervision to secure loans to indigenous cattle raisers. l(). 

(). The feasibility of programs to promote the security of smallholder 
tenure to the land should be openly investigated and goverrunents should be encour
aged to implement land tenure plans favorable to the smallholder. 

RECOMMENDATIONS FOR PRELIMINARY GUIDELINES 

This survey shows that the design of development strategy that attends 
to the agriculture production situation peculiar to the smallholder makes it pos-

1J See Appendix III for desk study of Papua and New Guinea. 
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sible to reach and benefit him. The elements of this success have been presented. 
These recommendations are put forth as ideas that have grown out of the findings 
and concluded implications of this survey. They are offered as starting points 
for further specification of guidelines for smallholder development and for areas 
to be considered for experimentation. 

1. That new techniques be devised to assess the responsiveness of the 
smallholder, his local social envirorunent and his society-at-large 
development efforts. Ideas on this subject include development of 
farmer interview procedures to determine farmer responsiveness, 
methods to determine local group vitality and requirements of govern
ment to demonstrate support. 

2. 'That market systems should be designed to deal with the problems of 
the smallholder i.e. small quantities, poor transportation to proces
sing centers, ununifor.m quality of raw product and the need for stable 
prices. The subsidization of these systems will be necessary in many 
cases. 

3. That consideration be given to the establishment and subsidization of 
training programs for development officials and technicians of other 
lesser developed countries using these on-going successful projects as 
training sites. 

h. That opportunities to demonstrate successful operations to farmers, 
local technicians or national leaders should be investigated in order 
to stimulate their confidence in the development strategy. For example, 
village leaders and teclmicians .from other states or countries could be 
shown the Kaira Union. An MOA o.fficial in West Africa might benefit by 
seeing the activities of the Kenya Livestock Marketing Division with 
the pastoralists. 

S. That existent local smallholder groups, regardless of whether they are 
formed to assist agriculture or to serve a social need, should be 
strengthened to serve as marketing/supply cooperative organizations 
and as vehicles to deliver short term credit. This strengthening would 
be accomplished by subsidizing the training of local officials in 
cooperative society management and perhaps the early administration of 
the cooperative. Also the satis.faction of particular needs of the 
smallholders through the society could be used to strengthen their in
volvement, e.g. animal health and perhaps human health. In most cases 
these local societies would fUnction the best if they were federated 
into a regional union, i.e. the Kaira Union approach. 

f.. That long term lending programs should be designed in a marmer that 
maintains conservative security policies. 

7. That production improvement plans respect the fact that smallholders 
operate a farm system and that restrictions of this diversity may be 
detrimental. 



- 28-

8. That training programs specifically include proVJ.sJ.ons to train people 
in toothods of achieving smallholder organization and motivation. 

9. 'lhat the importance of local member involvement in the formation and 
operation of his cooperative (local group) be emphasized. 
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~PPENDIX I: INDIA 

Appendix I-a: "The Miraculous Milkman", The (London) Sunday Times,October 7
1
1973 

BY TRANSFORMING a tiny peasant cooperative into one of the 30 top businesses 
in India Dr. Verghese Kurien has demonstrated that he is one of Asia's most 
remarkable men. But not only has he showed extraordinary business acumen. 
The organization he has created has revolutionized the lives of more than 1 m peasants 
and could well serve as a model for solving :m.a.ny of the overwhelming problems facing 
Asia's millions of rural poor. 

The fuel for this revolution is buffalo milk, India's rich-tasting alternative 
to cow's milk. And buffalo nd.lk is soroothing Kurien lmows a lot about. His organiza
tion now handles 170,000 gallons a day - a massive jump from the 50 gallons a day sold 
by the infant cooperative he began to manage in 1949. And he has achieved all this 
without any Government aid. Now, by turning $55 m-worth of butter oil and milk powder 
from the United Nations into $127m-worth of goods he plans to operate 1 7 new co
operatives and to move into other products like rice. 

Kurien arrived in the small town of Anand, 256 miles from Bombay, in Gujarat State 
as a refugee from the benefits of nepotism. During the early 1940s, he had worked 
as a metallurgist for the giant Tata steel corporation of which his uncle was man
aging director. Both he and his colleages were embarrased by his too rapid promotion 
and he applied to the Government for a scholarship to study abroad. 

There was nothing ordained about his entry to the milk business. Before gaining 
his scholarship, Kurien had never been nearer to a buffalo than when drinking a bottle 
of milk. But he had worked for an engineering firm, money was available and the 
British selection board sent him for three years to Michigan State University to 
become a dairy engineer. 

PROBLEM 

Part of the deal was that he would work for the Government for a period. It sent 
him to Anand iri 1 94 7 to try to set up a plant to produce powder from buf'falo milk, 
a forbidding first task for a new graduate made more difficult by the fact that he had 
nowhere to live. "Anand is a small, cramped predominantly Moslem town and there 
wasn't much room in anybody's house for a stranger from the Punjab who had studied 
abroad and, to make things worse, was a Christian," Kurien explains. 

He "took the easy way out 11 and spent two years living in the factory garage. 
This scant comfort left him plenty of time to solve the problem of converting the fat 
rich buffalo milk (8% butter fat instead of the 4% in cow's milk) into acceptable 
powder. And although it had never been accomplished satisfactorily before, he had 
a successful plant working within a year. But he was constantly interrupted by the 
manager of the neighbouring Anand c:ooperative milk producer's plant whose outmoded 
pasteurising equipment kept breaking down. 

Kurien could not avoid becoming aware of the defects in the cooperative's plant 
and organization. He realized it needed expensive modern high through-put equipment 
and many more people than the 1 00-odd members on the outskirts of Anand to provide 
enough nd.lk to make it successful. He knew that in turn this would require a large -
scale transport and marketing organization to be able to sell the additional output 
in Bombay. 

The co operative manager was understandably distressed when Kurian eventually 
resigned from Government service. Reluctantly, Kurien listened to his pleas and 
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agreed to stay in .Anand as a servant to the cooperative. And despite the recognition 
which has heaped upon him, that is where he has remained ever since. 

But nowadays, instead of a single small co•op he runs the vastly enlarged 
organization which by his enthusiasm and talent he 1 s created. Now called Kaira 
District Cooperative Milk Producers' Union Ltd., it is a giant web of village 
co-ops i nvolving 215,000 farming families comprising more than one million people 
located overa an area of 2,500 square miles. Twice a day, the perishable milk from 
344,000 cows has to be received at Boo village cooperative collection centres, 
analysed for fat content, weighed and transported by 85 lorries to Asia's largest 
and most up-to-date milk pasteurisation and processing plant at Anand. Twice a day, 
215,000 cooperative members have got to be paid for the milk supplied at their 
previous delivery and accounts have got to be kept. 

Forty-four-thousand gallons of sterile milk are daily railed from Anand to 
Bombay for bottling and distribution through 2,000 Goveri1IOOnt-operated retail sales 
booths. The remaining 126,000 gallons are processed into the 5,000 tons of butter, 
500 tons of cheese or the various grades of milk powder which are made each year at 
the cooperative's dairy facto~. 

Output of babyfood based on powdered milk from the Anand factory now represents 
over 50% of India's entire production, and it is . the world's first factory to make 
good baby food out of buffalo milk. Total cash received for the cooperative's 
products last year topped .B22m. Kurien is proud of this 10-1 ratio of income against 
capital employed because he knows it is a performance rarely achieved in industry. 

He feels that the main reason for the spectacular success of the cooperative 
he manages is its deep understanding of the requirements of its peasant-farmer 
members. He realized early that to be really successful, it would have to be very 
paternal and provide great help to its members to improve their efficiency. 

IMPROVED 

These now embrace a wide range of advice, supply, and services. Eighty qualified 
stockmen constant~ visit farmers advising on general aspects of buffalo husbanctr.y. 

Fbrty-two vets ensure that clinics are held in each village once a week and sick 
animals are treated free of charge. If the buffalas of the few non-members of the 
cooperative in the village need treatment they too receive it free. As Kurien says: 
''We don't want our members' animals catching diseases from the buffalo of non-members. " 

For 75p cooperators are guaranteed the a.ITi val of a vet within four hours if their 
buffalos fall sick between normal weekly visits. "Our aim has been to create an 
anJ.;nal health and advisory service which is swifter and more effective than that 
provided by the Government. Our vets do more caesarean operations to save calves in 
a year than most goverrunent vets do in a lifetime. " 

Apart from health and management, the profitability of buffalo keeping has been 
greatly improved. The co-op has its own stud of 60 pe d:igree bulls at its central 
artificial insemination centre and each village unit employs its own inseminator 
who helps to carry out the 200,000 inseminations made annually. This improved breeding 
has led to an increase in milk production of 50% from each buffalo owned during the 
past eight years. Since about 30% of all the milk produced is kept by the farmer's 
fa.mi ly, this means that apart from earning more money the villagers are better fed. 

To improve and cheapen the diet of its buffalos, the cooperative now operates 
.India 1 s largest compound animal feed mill using a computer and produce grown by its 
members. 

l!f 

• 



. • 

-31-

Inevitably such a successful cooperative is developing further activities to 
profit from its organizational structure. "It was natural to ask - could we do for 
rice or other crops what we have done for milk?", says Kurien. ''Within the next 
two months we'll be opening our first rice mill. We have just started building a 
factory to make weaning· food for children from soyabean. Shortly, work will begin on 
a malted milk factory. We were a bit peeved to think that in our poor colUltry the 
Indian subsidiary of Horlicks was taking so much profit that it could declare a 90% 
dividend in its first year, a 1 00% dividend in its second year and a 11 O% dividend in 
its third year. We plan that some of that profit should be earned in future by our 
peasant-farmer members." 

"Logically," Kurien says, "we should improve the efficiency of our milk 
business by trying to reduce the number of producers and increase the number of 
buffalos each of them keeps. But we really can't do that because our task is to 
improve the all-round living situation of all our members, not to create a giant pool 
of rural unemployed. " 

Fortunately there is still plenty of room for present cooperative members to 
increase their output. An insatiable demand :for milk in Bombay (where it's rationed to 
two li tres a day for every "Milk Card" issued) means that the price is high and there 
is a good market for the output of the co-op. 

As the coopearti ve 1 s activities have gathered pace, Kurien has become increasingly 
aware of its potential to alleviate rural distress, but he's also very conscious 
of the problems of ,success. "It's having a profolUld impact on the whole structure of 
village life," he says, "especially for the women and their status. For it's the 
women in Indian families who own the buffalo and keep the income from the milk. In 
the past, production was low, a lot of milk was drunk by the farmer's family and the 
income from the sale of the surplus to non-buffalo owners in the village was small. 
The man in the family grew crops like tobacco, rice, cotton or other cereals on his 
land, and received an income once or twice a year following harvest. Nowadays, our 
women receive an increased income twice a day paid in cash, and this has made all 
the faimily more economically dependent on them and given them much more of a voice 
in family management." 

CAPITAL 

Success is also breaking down class barriers. "When high-caste villagers are 
obliged to line up tw:i:ce a day before or behind former 11lUltouchables" to deliver their 
milk to the village depot, it is harder to maintain exclusive attitudes and they are 
rapidly breaking down. " 

Kurien 1 s main worry is how far the general welfare side of the cooperatives 1 

activities should extend. ''We are not the State and must continue to be economically 
viable. But what is a vet to do when he arrives at a village to treat a buffalo and is 
also asked to look at a sick baQy? Do we take on more vets so that they can look 
more at babies? Do we create our own large-scale health service, how much welfare 
can we afford?". 

Economic viability is vi tal for Kurien because he does not want any State aid whicl: 
would allow the State to -interfere with the cooperatives' activities. That is why 
'te has built the whole giant organization without a rupee of government money. 
Japi tal has either been generated out of profits or begged and wangled out of inter
national aid organizations. Unicef lent the money for building the children's weaning 
food plant and will be paid back in free supplies of the food which they can distribute 
to children elsewhere. Oxfam donated .the E100,000 needed to start the cattle-feed 
mill • 
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Kurien . is proudest of the way he has obtained the capital with which to 
embark upon the creation of 17 other cooperatives in 10 other states of India. 
Eight years ago, India's then Prime Minister, Shastri, visited Anand and was over
whelmed. Af'ter a night spent in one of the villages eating and taJking until 3 am 
with cooperative members, he came back to Kurien' s office and said: "That• s what 
rural India must be like." 

On his return to Delhi, he immediately created the National Dairy Development 
Board and named Kurien as chairman. Kurien, faithful to his adopted home of Anand 
and unwilling to tangle with the Delhi Civ.il Service, accepted on condition that 
the new board's head office should be in Anand and that no government capital would 
be involved. 

From the United Nations food programme, he obtained a donation of 42,000 tons of 
fat (butter-oil) and 126,000 tons of milk powder which was mostly chipped from 
Europe's butter mountain and nominally worth $55m. By processing these raw 
materials at the Anand factory, he created goods worth $127m which he will use as 
the capital to found the new cooperatives-six of which have begun to operate with 
11 more cUITently in formation. 

Kurien plans to use similar commercial acumen to invade the big town milk 
markets he will need to absorb the new cooperatives' production. At present, 
approximately 60% of the milk bought by the citizens of Delhi, Madras, Calcutta, 
or Bombay is produced in the cities by a few rich men who keep large herds of 
buffalo in the towns. "It is costly to produce and expensive for the cons'lllOOr 
because both the buffalos and their feeding stuffs have to be transported to town. 
We can produce more milk if we pitched our price sufficiently low to make town 
production unattractive while leaving the cooperative the profit it needs." 

To increase the size of the city markets, Kurian's board is providing the 
capital for many more retail milk boothso By law they will have to be operated by 
the State governments, but Kurien does not fear too much interference because, as he 
points out, "he wbo pays the piper calls the tune." And it is obvious that in 
future he'll be pushing the Government to permit the co-ops to manage their own 
retail outlets. 

Admiration for Kurian extends to the world's other milk tycoons. They have chosen 
him to be the chairman of next year's international dairy congress which will be held 
in Delhio Already Kurien has provided the congress with a theme: "Dairying as an 
instrument of social and economic change e" 
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Appendix I-b: Notes on the Veterinary and A.I. Service 

Both the veterinary service and the A.I. service are under the Deputy 
General Manager for Administration in the Kaira Union organization. These 
services are extended to the villager free of charge, except for emergency 
veterinary service. 1 I 

The veterinary service mans 21 routes for routine weekly calls to the 
village, and in 1 973 they treated about 90,000 cases. Kaira Union employs 42 
veterinarians to carry out the routine work and emergency calls. It is recognized 
that a veterinarian having performed his task well, has a unique advantage in terms 
of the villagers' confidence. The villager is more likely to listen to the veteri
narian than someone sent specifically to "educate" him. The Kaira Union expects 
its vete1~narians to be active extension agents on a wide range of subjects and in 
a sense they are "milk procure:roont officers." They talk to individual villagers 
about such subjects as: the value of proper feeding; the value of A.I.; the import
ance of maintaining a viable society and the value of home sanitation. The subject 
of birth control is only infrequently brought up, but Kaira Union is forming policy 
which will move them more actively into this field. Many villagers want to be 
examined and treated themselves by the veterinarian in the villages. Serious con
sideration is being given to using the Kaira Union as a vehicle to improve human 
health services. 

The A.I. service is delivered by stockmen who work in the village socie
ties and are trained by Kaira Union. They receive the fresh, ice packed semen every 
day on the milk truck. The buffalo bulls are kept in Anand. They have been select
ed from cmvs in the villages of Anand. The selection procedure is as follows: 
Through the annual milk yield competitions, a nucleus herd of buffalo yielding 13 
to 20 li tres per day during their peak periods is identified in the villages every 
year. Such high yielding animals comprise only about top 2% of the population of 
milk buffalo. The Kaira Union statistical group follows up the milk recording of 
such animals on weigh-a-day-a-month basis to work out the "300-day lactation yield" 
of these animals; this is calculated as 200 times the peak daily yield. As for 
example, a buffalo yielding 15 li tres per day during the peak period will have 
3,000 kg. "milk yield" in a lactation of 300 days. Care is exercised to inseminate 
these buffalo artificially by the semen from the best bulls at the Kaira Union bull 
stud. The male calves from these dams are earmarked for the bull stud. To help 
insure that the bull calves are reared properly by the owner, the owners are given 
subsiqy in the form of balanced cattle feed for the cow of Rs. 101- per calf per 
month and are assured a purchase price of Rs. 31- kg. boqy weight. The bull calves 
are moved to the Kaira Union early in their age (3-4 months). Veterinarians check 
these calves for purity of breed, physical fitness and absence of any deformity. 
They are also vaccinated against Hemorragic Septicemia and Rinderpest. These calves 
a.re then ear-tagged and identified by that number onwards. ?} 

1 I Emergency veterinary calls are charged at 10 Rs. for members and 15 Rs. for 
- non-members. This charge is nominal in relation to cost, but serves to reduce 

the "nuisance calls." 

gj Source: Artificial Insemination Program in the Kaira District in Gujarat State, 
1 973. ~ Survey Background File. 



It is estimated that A.I. has been accepted by 48% of the villagers. 
The number of annual inseminations has grown from 9,000 in 1960 to 160,000 in 
1 972 • There are 550 A. I. sub-centers (restraint stalls) to which villagers may 
bring their buffalo to be bred. 'lhe percent of buffalo bred by A.I. which have 
conceived as determined by pregnancy diagnosis is 58%. No figures are given for 
calving interval, but it is reported that villages using A.I. have shorter calving 
intervals for their buffalo than do those that use natural service. There is a 
lack of basic animal sience lmowledge which hampers A.I. progress sorewhat. For 
example, the optinmm time of insemination o:f the buffalo is only roughly identified 
and to make matters worse, heat detection in the bu.f':falo is difficult because of 
short and/or silent heats. 

Appendix I-e: Notes on the Daily Vil?:ager Activities Associated with Buffalo Milk 
Production 

The care of the nd.lking buffalo is intimately associated with the 
daily village family life. Most of this care is done by the women while most of 
the field work is done by the men. In most areas, the buffalo are in the front 
area enclosures of the families' homes. They are moved only when taken to wallow 
every other day or so. In other areas, the buffalo are grazed some of the time 
and kept in the home enclosure area at night. 1/ The labor intensity of the 
operation is impressive. 'Ihe following activities are performed by the women 
in the daily care of buffalo (When they are not working with the buffalo they are 
generally helping thei husbands in the fields). 

1 • Take manure to their manure pit in baskets. 

2 • Milk the buffalo. 

3. Carry the milk to the society. They are paid according to the 
fat-test taken at each time they deliver milk. 

4. Cut forage in the fields and roadsides and carry it to the buffalo 
twice daily. 

5. Take buffalo to wallow. 

6. Milk the buffalo and carry the milk to the society again in the 
evening. 

Appendix I-d: Notes on the Organization and Finances of Village Societies 

1 • Membership Criteria ?:./ 

a. He is a resident of the village, has completed 18 years of age and 
is competent to contract. 

b • . His written application in the prescribed form for membership has 
been approved by the majori~ of the managing committee. 

l/ For more discussion on characteristics and management of the milk buffalo see 
Whyte, R.O. Land, Livestock and Human Nutrition in India, Frederick A. Praeger 
Publishers, pg. 214-223. 

2/ See Model bx laws of Milk Producers Cooperative Society (Ltd.) in the Kaira 
~ - District. 
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c. He is a milk producer and owns buffalo. He has supplied milk to 
the society for a period of three months preceding the date of his nomination. 

d. He has taken at least one share and paid an entrance fee of one 
Rupee. 

e. He is not dealing in the business of milk and milk products. 

f. He has agreed in writing to give milk to the society. 

g. He is not declared insolvent or incompetent under the law. 

h. He is not proved guilty under criminal offense innnoral act. 

2. The Managing Committee 

This connni ttee is made up of nine members elected by the membership 
at large. The chairman, elected by the managing committee, is a member of the 
union cooperative committee which in turn has its board of directors, nine of 
which are society chairmen. 

3. Finance JJ 

The soci~ties earn 9-10 Rs. per 1 00 liters of milk because they 
purchase milk slightly cheaper than they sell it, as follows: 

a. Difference in favor of society of between weight and volume measure-
ment. 

b. Difference in favor of society in method of testing (another source 
is the local sale of excess milk which is collected for testing). 

Out of this money, the society pays its employees and some other 
variable costs. The employees and monthly salaries generally are as follows: 

a. Secretary 175 Rs. 

b. Milk collector 120 

c. Cashiers 140 

d. Tester 110 

e. Charge of loca]. milk sales, 
sales and cattJ.e feed sales 115 

f. General clean up 110 

g. Helper for tester and milk 
recording 100 

JJ See 1972/73 Annual Report .for the Ajarpura (Village) Milk Producers Cooperation 
Society • • 
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, one of these man will also be the A.I. te dmician and buffalo first aid 
attendant for which they earn an extra 65 Rs. per month. 

The society makes the following distribution of its profits: 

1 • Reserve fund 
Education fund for state co-op 

union 
Dividend to stockholders 

25% 

1~ to 2% 
9% 

2. Of the remaining funds, the following distribution is made: 

Bonus to the producers distributed 
according to the amount of milk each 
sold to the society (patronage) 65% 

Charity .fund 1 O% 
Relief .fund 1 O% 
Cooperative Propaganda fund 5% 
staff Bonus 1 O% 

100% 



iEEendix I-e: The Utilization of Charitz Funds bz Societies in the Kaira Union 1 Gujarat 1 Indi~ 

Army T.B. 
Woman's Medical funds funds 

Educa- Water charity Approach dispen- Village (disabled (for ... 
tion works or g. Library roads saries adrnin. persons) testing) Misc. 

Year . Rs. .R s. Rs • Rs. Rs. Rs. Rs. Rs • . Rs. Rs. 

1964-65 93690 26334 1275 1939 7735 9278 1177 8 101 1700 24021 

1965-66 75812 6985 2802 4529 13238 8193 18705 8057 2124 16762 

1966-67 126058 15002 489 •3302 8869 25098 24625 354 604 18957 

1967 -68 103404 17726 943 2965 13381 4824 2541 102 460 7113 

1968-69 143159 39018 565 5644 36596 16625 17877 57147 3956 27161 

Source: Srivastava, R.K. Impect of Cattle Development Programme .on Rural Econoy in the Kaira District, 
Symposium on Liveetock .Statistics. Mar. 1970. -

Total 
Rs. 

177250 

157207 

223358 

153459 1 
w 
-..J 

347748 I 



Comparative Dat• on the Cooperativ.e Milk Union's of Gujarat State (May, 1973) 

1. Date started 

2. Number of societies initially 

3~ Number of societies now 

4. Number of members 

5. Source of Vet. and A.I. services 

6. NUmber of chilling centers 

7. Plant Capacity (liters)-Current 
-Future 

8. Milk purchased 

9. Sale of-milk and milk products 
(Rs.) 

10. Profit/Loss (Rs. +) 

11. Share Capital (Rs.) 

12. Reserve Fund (Ra.) 

Alllul Dairy 
{Kaira 

Dec . 14, 1946 

2 

7·&1 

225,000 

Coop. 

2 

500,000 
700,000 

147,811,128 kg. 

392,238,718 

t,060,127 

4,148,000 

19,809,408 

Dudbsa-gar Dairy 
(Mehsana)' Sumul Dairy 

Nov. 8, 1950 Aug. 22, 1951 

11 > 6 

450 92 

80,000 18,000 

Ve·t. : Ser. Coop Govt. 
A. I.: Govt. 

3 One under 
constructi-on 

250,000 50,000 
400,000 

65,022,666 lt. 17,479,329 lt. 

101,382,994 28,905,903 

+1,024,019 + 378,606 

4,081,100 933,800 

3,052,511 108.,230 

Source: laira District Milk Producers Cooperative Union; Anand, Gujarat, India 

1 R• • 0.128 US$ 

Baroda Dairy 

Dec. 24, 1957 

13 

450 

40,500 

Coop. 

0 

75,000 

20,336,324 kg. 

34,061,719 

+ 2,913 

771,900 

67,11.1 

Sabar Diary 

Nov. 21, 1964 

17 

225 

20,000 

Govt. 

1 

150,000 

14,612,901 lt. 

17,393,627 

+ 10,158 

1,352,500 

27,847 

• 

Banas Dairy 
(Banas kan tha) 

Jan. 31, 19.69 

Nil 

350 

35,000 

·:;ovt. 

2 

150,000 

20, 18·9' 331 kg. 

21,778,011 

+ 3,751 

488,100 

19,732 

! "' 

: 

I 
w 
co 
I 
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Years of 
Operation 

1955 
to 
1958 

1958 
to 
1965 

1965 
to 
1970 

1968 
to 
Present 

1969 
to 
Present 

Type of Pro~~:ram 

Emergency loan, interest free, 
distributed by District Coamissior•
er, 5 year moratorium on principa: , 
repayable over 15 years, cash and 
kind. 

Agency loans, various sources of 
funds - 5 year term, AFC agents for 
govt. No penalty interest and no 
interest on arrears. 

AFC appointed as Principal agent for 
Government Small Scale Loan Program. 

IDA 105 1st Phase (not including 
tractor loan). Technical assistance 
people operated at head office and 
provincial office levels, not at 
farmer level. 

KFW. Technical aid supplied to 
prepare farm budgets at farmer level 
and to train nationals to be able to 
sustain this supervision. 

KENYA 

EXPERIEOCES OF KENYA AGRICULTURE FINAOCE CORPORATION (AFC) IN SMALLHOLDER CREDIT 

No.Loans 
Approved 

Unknown 

II 

10,273*** 

1,420 

Amt. Loaned 
(million Ksh.) Security 

Unknown Nil 

Majority not 
II title secured 

until 1970 

Required title 
in almost 100% 

29,091 ot the loans. 

All title 
3,533 security 

Description of Repayment Performance 

Because of long term, not due yet. 

All due - Amount outstanding June 1973, 1/2 mill. Kh 
7,500 accounts. 

Collection R~tios * % TOtal arrears over 12 months June 1973 
1969/70 1970/71 1971/72 1972/73 

a) . 63% (In areas where 80% of loans were 
52 66 58 89 not title secured) 

b) 54% (In areas where 80% of loans were 
title secured) 

77 75 74 ** 59 31 

90 49 ** 62 16 

*) Percent collected against that bil~ed that year. Includes past due and maturing installments. 
**) These percentages are low because in 1971/72 no loans were billed. 
***) Abou·~ 80% of the loans were for dairy production in general and about 50% included funds for cow purchase. 

1 Ksh • 0.14 US$ 

§ 
~ 
~ 

>< 
~ 
~ 
I • 

I 
\..J 
'0 
I 
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EXPERIENCES OF AGRICULTURE FIHAHCE CORPORATION WITH THE MASAI GROUP RANCHIS 
AS OF HAR1 31 1 1973 !Kenxan ·Shillingsl 

Total Principal 
Develof!ent Loan ~ Worldri17. Ca2ital Principal Interest and Intere1t 

~ame of Ranch Date of A22roval Ori&inal IUBOUUt Amount D11bur1ed Original Amountl Amount Disbursed Out1tanding Outstanding Out1tanding 

Metuelhi 9/12/70 329,200 59,190 419,400 40,000 99,190 5,868 105,058 

Kiboko 28/6/70 269,100 148,482· 566,500 156,973 305,456 12,074 317,530 

Olkarkar 28/6/70 332,300 222,705 425,620 137,353 360,058 28,640 388,698 

Poka Individual Loans 184,200 - 309,240 1,298 1,298 190 1,488 

Mbilin 9'12/70 277,460 122,749 373,560 25,331 148,080 10,047 158,127 

Mbuko 15/3/71 422,600 - 362,560 

Nkallla 15/3/71 547,000 164,691 730,540 40,000 204,691 11,752 216,443 
I 
~ 

Aaroi 22/3/72 576,000 - 636,000 - - - - 0 
I 

Maahuku/Iaaroro 25/4/72 803,000 23,380 1,390,000 900 24,280 268 24,548 

!ralikau 24/4/72 310,000 - 400,000 

Iluaen 22/3/7-2 388,500 70,415 555,000 20,000 90,415 1,438 91,853 

Blurt'! 11/7/72 545,000 - 630,000 

Bllpeiytansate 11/7/72 696,000 - 640,000 

!'abotfoi 19/7/72 800,000 - 100,000 

Xiaor 11/7/72 412.000 --- 360.000 --- ---
·TOTAL 6,892,360 811,612 7,898,420 421,85-5 1,233,468 70,277 1,303,745 

.·g 
*) Tbe rea_,.. for lack of diabura.-.nt in 1108t caeea is that- water aurveya have DOt been conducted. 
.1) Total of .-ounte for steer purchase and operatiag expeaeee, ~ 

1-4 

·1 bh • 0.14 OS$ 
1-4 
I 
cr 
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Appendix II-c: Descriptive Information about the Kenyan Cooperative Movement 

(Includes Policy Statement, Organization Diagram, Cooperative 
College Course History, Table of Cooperatives) 

Policy Statement of Department of Cooperative Development of Kenya 

'!he govemment is aware that rural development and distribution of 
the country's wealth can only be effectively achieved through the cooperative 
movement. Accordingly, the goverrunent took certain specific measures directed 
to improve the effectiveness and efficiency of the cooperatives. These measures 
are dealt with at length in the Second National Development Plan (1970/74) and 
more specifically in the Cooperative Development Policy for Kenya under Govern
ment's Sessional Paper No. 8 of 1970. However, earlier the goverrunent introduc
ed a new Cooperative Societies Act 1966 (revised 1967) and also the Cooperative 
Societies Rules 1969 which gave the Commissioner for Cooperative Development wide 
pat-Ters to prevent ndsappropriation, misuse of flUlds, and also empowered ltim to 
act as he sees fit to improve the overall eff'i ciency in the cooperative movement. 
The commissioner, under these powers, may take action to remove management com
mittees and replace them with his own appointed comm:i. ttees for a lind ted period 
of time in the interest of efficiency. He may also order two or more cooperatives 
to split, all in the interest of efficiency in the movement. The co~ssioner is 
empowered to scrutinize, for approval or rejection, all budgets and proposals 
of major transactions by the cooperatives in order to prevent any unwisely planned 
investments and or undertakings by the cooperatives. Cheques drawn by cooper
atives are subject to scrutiny by the commissioner or his field representative 
before being signed by such persons in order to make them valid. 
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APPendix II-c: Diagram of Organization of Cooperatives in Kegra 

... 5 Country-Wide Cooperatives 

1. Kenya Farmers Association 
(for larger farmers - over 20 acres) 

2. Housing Cooperative Union 

Kenya National Federation 
·of Co-operatives, Ltd. 
(Apex Orga-nization) 

(facilitate home purchase for m -embers) 
3. Kenya Creamery Coop.erativ-e 

(pr.ocessing and ret4iling of milk) 
4. Ke.nya Planters Cooperative Union 

(coffee _processing) 
5. Cooperative Bank 

Other societies which deal directly with 
their specific commodity cooperatives or 
the Coopera~tive Bank r~ther than through 

a cooperat.iv.e union. 

39 Cooperative Unions (Serve 
the producers of milk, cotton, 
pyrethrum, coffee, fish and 
cashew nuts, etc. Usually they 
are multi-commodity and 
multipurpose.) 

1, 464 Cooperative Societies 

I 
~ 
1'\) 

I 
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' Appendix II-c: Courses at the Cooperative College of Kegra 

ABM I COURSE 

ABM II COURSE 

CERTIFICATE COURSE IN 
COOPERATIVE ADMINISTRATION 

COFFEE FACTORY MANAGEMENT 
COURSE 

CREDIT AND SAVINGS 
COURSES 

COMMITTEE MEMBERS 
SEMINARS 

-4 Source: Bulletin October 1 971 

Basic training in Administration, Book-keeping 
and Management. Other subjects taught are Law 
and Procedure , Arithmetic and English. 

Entrance Qualifications: Participation in local 
courses and College Correspondence Courses together 
with a pass in the College Entrance Test covering the 
following subjects: Book-keeping, Law and Procedure, 
Arithmetic and English. 

Duration: 10 weeks followed by a Field Training 
programme. 

Further training in the ABM I subjects. 

Entrance Qualifications : A good pass in the AIM I 
course. Some students may be admitted directly after 
passing a special entrance test and an interview. 

Duration: 10 weeks including 2 weeks 1 Field Training. 

An advanced co-operative training. 

Entrance Qualifications: A good pass in the ABM II 
course. Some students may be admitted directly after 
passing a special entrance test and an interview. 

Duration: 32 weeks divided into two parts· including 
4 weeks' Field Training. 

Training mainly in technical and other subjects of 
ilportance to those responsible for the running of 
Coffee Factories. 

Entrance Qualifications: Participation in local 
courses. A pass in the College entrance test covering 
the following subjects: Coffee Factory Management, 
Co-operative Knowledge, Arithmetic and English. 

Duration: 14 weeks including Field Training. 

A specialised training programme for those woo deal 
with credit and savings activities. Sore of the 
courses include a major part of practical training. 

Duration: 4-8 weeks including practical training. 

Basic and specialised training for committee members 
from unions and societies. 

Duration: 1 week. 
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A~Eendix II-c: Distribution of KeBla Coo~ratives According to Activities and Provinces as of j1st Dec. 1970 

Provinces 

Activities -Rdt Total 
Central Coast Eastern Nyanza Valley Western Nairobi 

Cereals and Grain 7 14 34 16 5 82 -- 158 
Coffee 39 1 46 39 5 26 -- 156 
Cotton 2 -- 1 17 -- 17 -- 37 
Fruits and Vegetables 9 6 1 -- -- -- -- 17 
:Pyrethrum 14 -- 1 24 5 1 -- 44 
Sisal 1 1 2 -- 1 -- -- 5 
Sugar Cane -- 1 -- 28 2 1 -- 32 
Other Crop Market 2 14 4 23 4 2 1 50 
Dairies 27 9 12 31 21 5 2 107 
Eggs -Poultry 13 2 9 1 1 5 3 35 

I 

Pigs 20 -- -- -- -- -- -- 20 +:=--
+:=--

Ranching and Livestock 2 4 17 1 8 1 34 I --
Other Animal Market 1 -- 2 -- 1 -- -- 4 
Multi-Produce 55 4 19 13 63 5 -- 157 
Farm Purchase 141 -- 2 4 157 3 20 327 
Consumer 16 8 2 3 21 -- 28 78 
Housing 1 1 1 1 -- -- 8 12 
Savings and Credit 19 22 6 16 13 9 50 135 
Charcoal 1 1 -- -- 1 -- -- 3 
Timber 1 -- 2 -- -- -- -- 3 
Craftsmen 5 2 1 1 -- 1 5 14 
Fisheries -- 5 -- 5 3 1 -- 14 
Meat Supply 1 -- 1 \. -- -- -- -- 2 .. 
Transport -- -- 1 -- 1 1 -- 3 
Butcheries -- -- -- -- -- -- 2 2 
Building Constructions -- -- -- -- -- 1 3 4 
Miscellaneous 2 1 1 1 2 -- 4 11 
Unions 6 4 6 11 4 6 2 39 
Apex-countrywide -- -- -- -- -- -- 6 6 

Totals 385 100 171 234 319 166 134 I, 509 
Source: Ministr,y of Co-operatives and Social S~rvices, Department of Co-operative Development • 

.Annual Report 1 968-70 
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Description of the Farmer Training Center (FTC) at Nyeri, 
Kenya (Wambugu) 

The FTC at Wambugu serves the Central Province as a multipurpose 
training center to train farmers and Junior Agriculture Assistants (JAA), 
and Junior Animal Husbandry Assistants (JAHA) for that province. Other 
provinces have similar institutions. For the farmers, they offer general 
courses on crop and livestock production techniques, home economics and 
farm management planning. The farmers stay on the FTC premises for one to 
three days. Most of the training sessions are about crop farming. Two to 
three dairy sessions are offered every year. The FTC officials claim there 
is great enthusiasm for the course as the farmers feel that such education 
aids them in their competition with their neighbors to get ahead. In some 
cases, the farmers take inputs for crops home with them which are financed 
by the cooperative society. 

As part of the training facilities, the FTC maintains an operational 
smallholder farm. This farm is typical in makeup to the farms observed in 
this area although it was a little neater and had a wider variety of crops 
than most. The "model smallholder farm'' is about 4 acres in total size and 
has one acre of coffee, ~acre of napier grass, ~ acre of maize, \ acre cow 
paddock, a small vegetable garden, 3 grade milk cows, 2 pigs and a few 
chickens. The buildings are a small cow shed with 3 calf pens and the farm 
home. The operator is paid only out of the proceeds of the farm. 

The FTC course for the JAAs and the JAHAs lasts for eight weeks. This 
t r aining program will terminate temporarily next year because they have 
trained the number needed in this provice (some 450). After these assistants 
finish the course work, they must make up several actual farm budgets and 
organize a farm demonstration. They are visited after one month for a progress 
check by an Agriculture Technical Official. The follow-up is reportedly 
carried out faithfully and the results are good. 

Appendix II-e: Method of Herd Size Adjustment and Problems with Fixed 
Membership on Nasai Group Ranches 

When the group ranches were started in 1971, the Masai agreed that 
there had to be a basis on which to make repayment assessments to the owners 
within the group. The most obvious basis was number of cows per owner or 
"chargeable units" as they are called. The Masai also agreed that some shifting 
of ownership and reduction of herd size could and should take place. To 
accomplish this, the cows were counted at three different times and a roster 
showing the ownership was prepared. The amount of reduction of individual 
ownership was roughly as follows: Those owning a 0-50 herd - no reductions; a 
50-100 herd - 10% reduction; and over 100 herd- 15% reduction. These cattle 
either went to increase the herd size of some of the smallest herds or were 
sold. After these adjustments were made, the resultant cow number per owner 
became his "chargeable units." 
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As it stands now, there is no allowance for redistribution to other 
members or to sons of members; at least the roster won't reflect such. Also 
there is no allowance for increase in membership. Supposedly there is to be nr 
increase in size of cow herd. There are arrangements for reassignment of 
ownership upon death of an owner. This problem of redistribution among members 
has not become serious as yet but Masai participants and range management 
officials admit that it will have to be dealt with in the future. Some form 
of ''negotiable grazing right" scheme will probably be developed. 

The establishment of ''chargeable units 11 has been carried out for only 
two ranches (Kiboko and Olkarkar). Members of the other five ranches to which 
loans have been disbursed are well aware of and have agreed to the adjustment 
plan. These adjustments on other ranches are in the process of being imple
mented now. The registered members of the group ranches which are in earlier 
stages of formation have also agreed to this plan. 

The restriction in membership size will force some of the young men to 
leave the ranch. The Masai are facing this reality by supporting educational 
efforts so that young men may leave and enter into a relatively more S9phis
ticated society -- perhaps working at small businesses in the rural area; at 
least this seems to be the most workable alternative that can be projected at 
this time. 

Appendix II-f: 
1/ 

Brief of Research on Smallholder Stall Fattening-

At the beef research station near Lanet, Kenya, experiments on the 
·technical aspects of smallholder stall fattening have been carried out. They 
experimented with rations of napier grass, maize stover and/or maize silage 
as forage, and molasses and urea and maize germ - bran meal concentrate. The 
results of animal response within difference combinations of feedstuffs were 
quite variable and no trends were shown. Possible reasons for this variation 
are a lower quality roughage than expected and poor mixing of the feed . 

The conc l usion was reached that even if a "least-cost" ration could be 
deter~ined that the stall fattening idea would not fit into smallholder opera
tions. The reasons are: 1) the high price of inputs (3/4 of this cost is for 
concentrate feed ) ; 2) milk and crop production competes for labor and other 
input resources more favorably ; and 3) the smallholders' requir ement of a 
steady cash flow. 

It seems that for stall fattening to fit into smal lholder agriculture 
that there would have to be considerable product ivity slack, at least seasonal l y. 
The payoff to labor is higher for crops and dairy outputs so he will elect these 
unless conditions of environment or infrastructure create disincentives for 
these production activities. Another problem with stall fattening is the risk; 
the smallholder has a low propensity for risk. 

1/ In part, the source for this brief is: 
Cattle Production on a Smallholder Basis, 
ment Project,Working Paper, Aug. 1973g 

Nulder, J. , et. al. , Intensive 
UNDP/FAO Kenya Beef Industry Develop-
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APPENDIX III: DESK STUDY 

Appendix III: Desk Study Reviews on Mexico, Ecuador, Fiji, Papua and New Guinea, 
and Taiwan 

The attached reviews were prepared from data available at the World Bank 
and other sources and interviews with experts at the WBG, AID, FED, FAO, and 
ODA. The countries were selected after screening various projects and/or 
countries for experiences which would possibly lead to conclusions useful to the 
WBG in the design of smallholder development plants. The countries selected 
for desk reviews were those in which there were several years of history of 
activities to assist smallholders to improve their livestock production and 
~-1here these activities apparently had been successful in reaching and benefitting 
the smallholder. The reviews briefly present information available generally 
according to the following outline: 

1. The particular features of the smallholder and the main idea of 
the development programs or activities. 

2. The history of the experience. 

3. Hajor points or features which have implications to the WBG. 
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MEXICO: The Efforts of the "FONDO" with the Alliance for Progress (ALPRO) and 
Others to Reach the Smallholders 

As a result of their land reform program, many Mexicans have tenure to 
small plots of land. This tenure is secure to the farmer, the "ejidatario," 
as long as he productively uses the land. Community groups of ejidatarios are 
"ejidos" which in some cases function as cooperatives and in others function 
only to car17 out some of the administrative needs of the group. In 1960, about 
1,600,000 ejidatarios lived in 18,699 ejidos. Other smallholder tenure groups 
are nearly 1 million private owners with less than 5 hectares. There is also 
growing number of landless peasants. These smallholders have. an income per 
hectare ·of about US$40-60. ~1any of them have livestock integrated into their 
crop agriculture, but the statistics describing the percent of total livestock 
held by small farmers are not available. 

Since 1934 a variety of efforts have been initiated to bring benefit 
to the small farmer of Nexico. Various credit institutions have been formed 
and restructured to carry out this development. The usual approach of these 
institutions has been to identify the creditworthy farmer and loan him money 
in exchange for collateral. The small farmer without collateral was obviously 
out of the runnl.Ag and the "have - have not" gap simply widened. The institu
tion which in recent years has made the most serious attempts to benefit the 
small farmer is the 11Fondo".J./ which is a trust fund within the Bank of Mexico. 
It presently gets its funds from the Government, AID, ALPRO, IBRD and IDB. 
When AL~RO joined the scene in 1962, the practice of using group responsibility 
(the ejido) as collateral was initiated. This idea was only slowly accepted. 
In 1963 and 1964 a l~rge scale promotion campaign was carried out to popularize 
"credit without collateral" to the local, on-lending banks and to stimulate 
farmers to seek production credit. 

Increasing emphasis is being placed on the importance of quality 
t~chnical assistance being delivered to loan beneficiaries. The few instances 
of production response to credit extension have been attributable to the 
quality of technical guidance which the ejido farmers received at the same 
time. The Fondo maintains a staff of some 300 technicians. About 250 of 
tpem work out of the 27 regional offices carrying out feasibility studies, 
review of technical credit programs, extension activities and on-going 
assistance to borrowing fa1~ers. 

Also in Hexico, ·a localized, intensive development project based on 
corn production, the Puebla Project, has been in progress for a number of years. 
In a detailed evaluation study of that project a favorable cost/benefit 
coefficient was calculated. The evaluation concluded that the development of 
technology at the local site, tied with an integrated program of credit 
extension and marketing, is the key to successful development. They observed 
that some far~ers who benefitted from this project spent their increased 
income to integrate cows, pigs, or chickens into their farmer operation. 

~/ Fondo d~ Garantia y Fomento para la Agricultura, Ganaderia y Avicultura 
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The Bank Group has appraised a fourth Livestock and Agricultural Devel
opment project. This project features a sub-project designed to reach the small
holders. In the first year, an estimated 148 loans would be made to farmers 
which: 

(1) are ejidatarios, groups of peasants who work land on a communal 
basis or small farmers in legal possession of their land; 

(2) work their own plots and derive most of their income from the 
production; 

(3) have a yearly family net income less than 1,000 times the legal 
daily rural way of the area ( about US$ 1 ,000 ) • 

The Experience 

There is only scanty information leading to comments about the import 
these assistance efforts have had on the smallholder. Since 1956, 26.2% of all 
beneficiaries of Fondo Loans reportedly have been ejidatarios. In recent years 
this percentage appears to be increasing; · for example, in 1970 and 1971 about 
half of total discounted ALPRO paper is described as having gone to ·ejido 
farmers (see table 1). In 1970, 7,932 "small farmers" and ejido farmers are 
described as beneficiaries of ALPRO credit. One observer reports that in one 
area, Tabasco, only about 3% of the ejidatarios are getting credit. In other 
areas of Hexico, this percentage is reportedly respectably higher. Since 
1956 about 1h% of all the beneficiaries getting cattle loans are described as 
being ejidatarios. 

From resources of US$8 million in 1955, the Fondo has grown in size 
to 289.6 million. Transactions in 1970 exceeded $100 million. In 1970, the 
average loan was $3,1h2, and there were 34,175 beneficiaries, 57.5 percent of 
which were livestock producers. It is impossible to say how many of these 
were smallholder producers. 

Major Points and Implication 

From these evidence sources, it cannot be concluded that the efforts 
to benefit the smallholder livestock producer of Mexico have been successful 
in anywhere near a broad scope. It appears that he is still relatively 
"economically backward." Some conclusions have been drawn by Williams and 
.Hiller from experiences in Hexico. Some of them are briefly - and paraphrasing 
their comments: 

(1) The flow of credit should only start when the machinery for 
technical service delivery is set up, and there are clear 
indications that the smallholder will benefit. 

(2) Local conditions must dicate the design of the project and equal 
results cannot be expected from equal input in each location. 

(3) Marketing improvement should be integrated with production improvement. 

(4) Personal needs should be considered as well as agricultural needs. 

(5) Credit should be large enough to insure a profit in application 
of a technology. 

(6) Loan supervision is critical. 
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Uniza, T., Chapingo, S., Mexico - Fondo de Garantia y Fomento para la Agricultura, 
Ganaderia y Avicultura, Hexico, December 1972. Published in Vol. I of 
the AID Spring Review of Small Farmer Credit. Feb. 1973. No. SR 101. 

Diaz~Cisneros, H., Credit Among Small Farmers - The Case of the Puebla Proj ect 
of Hexico, University of Wisconsin, January 1973. Published in Vol. I 
·of the AID Spring Review of Small Fanner Credit. Feb. 1973. No. SR 101. 

I BHD, Apl?raisa1. of Fourth Livestock and Agriculture Development Project, Report 
No. 133a - HE. Hay 1973. 

Personal Communication -· R. Hilford, Ia'tD. 
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ECUADOR: Program to Direct Credit through Certain Cooperative Societies 

The National Federation of Savings and Credit Cooperation of Ecuador 
(FEOAC) began a program in 1965 to extend supervised (directed) short-to-medium 
term credit to smallholders in a northern province through their cooperative 
societies. Group responsiblity of the local society was the collateral. The 
farmer had to be a member in good standing of the cooperative society and had a 
savings account equal to 10% of the loan value in order to be elegible for the 
loan. About 71% of these members farmed less than 8 hectares. The FEOAC 
executed the educational program and the extension of service to the affiliated 
cooperatives. The loan funds have all come from internal sources. AID granted 
money for organization and technical assistance and for an evaluation study 
which was conducted in 1972. This study used interview-questionnaire date from 
a random sample of beneficiaries of the loans and a control group. 

The Experience 

Because of the evaluation study, more detailed information is available 
for this program in Ecuador than most of the other countries or projects 
studied. Since the start of the supervised credit program there has been a 
gradual increase in the number of beneficiaries but the number falls quite 
short of the predicted credit demand. In 1971, 1171 members in 16 cooperatives 
r eceived a total of US$240,000 in loans. About 40% of the loans were for animal 
agriculture. The loans terms were up to 2 years. 

The evaluation study concludes that the production and income increases 
were greater for the beneficiaries than for the control group. According to 
this study the major reasons for lack of participation in the program have 
been: 1) the 1ocal credit administrators are poorly motivated and do not want 
to assume the added responsibility required to make the program function well; 
2) members are only poorly informed about the program; 3) technical assist
ance was inadequate; and h) development of the marketing system which was 
needed did not take place. 

Hajor Points and Implications 

From the problems encountered in this directed credit scheme as 
elucidated by the AID evaluation report, the following implications about 
smallholder development are made: 

1. Motivation and information dissemination at the local level is 
critical. 

2. Development strategies which do not integrate technical assistance, 
extension and marketing will not reach the smallholder. 

The success that was achieved may be principally a result of: 

1. The local initiative in designing and implementing the idea. 
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2. The fact that beneficiaries were required to have savings of at 
least 10% of the loan value which is a way of demonstrating their 
potential responsiveness. 

References: 

Benitez, M., The. Directed Agricultural Credit Program of the National Federation 
of Savin s and Credit Coo eration of Ecuador, Quito, Ecuador, Dec. 1972 
Published in Vol. IV of the AID Spring Review of Small Farmer Credit, 

Feb. 1973, No. SR 104). 

Keeler, R.H., Rodrigo, R., The Evaluation of the Directed A ricultural Production 
Credit Program in Ecuador, Feb. 1972 and Jan. 1973. Published in Vol. 
IV of the AID Spring Review of Small Farmer Credit, Feb. 1973, No. 
SR 104.) 

Personal Communication - Paul Fritz USAID/Ecuador, Frank Thomas IBRD. 
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FIJI: An Pilot Program to Develop Beef P~nching by Islanders 

Beginning in 1962, the Department of Agriculture started to assist 
smallholders to go into the steer fattening business. They assisted them to 
get grazing leases for farms of about 150 acres and to get loans for the 
purchase of fencing and stock and for 2 years rent of the land. As a condition 
for loan eligibility the potential borrower had to build a house and agree to 
plant subsistence crops to support his family for the first two years after 
which the cattle would be sold. Supervision attention is intense (15-20 
farmers per technician). 

Later the Department of Agriculture included beef ra1s1ng farms of 
3-SOO .acres as part of the project. The same loan eligibility requirements 
were demanded. 

The Experience 

Prior to this time efforts to develop communal ranching by Fijians were 
unsuccessful. As of 1972, 108 beef raising farms were in operation with some 
3,800 cattle and 25 more were in some stage of preparation. Reportedly a 
similar approach has b~n used in the Solomon Islands. 

Hajor Points and Implications 

This scheme is quite small but the success in using borrower labor 
commitments in the form of building a house and planting a garden prior to 
any disbursement as for creditworthiness may have applicability to other 
areas. The importance of intensive technical assistance is emphasized. 

References: 

Fiji Cattle Census 1971/72, Bureau of Statistics, Suva Fiji Jan. 1973. 

Personal Communication - Mr. A.L.C. Thorne, Overseas Development Administration, 
London. 
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Papua and New Guinea (PNG): The Development of Smallholder Beef Cattle 
Operations by the Local Development Bank 

The central idea of the smallholder cattle development effort in PNG 
has been to stimulate farmers to take on small breeding herds of 1 S-20 females 
and/or fatten 2-4 steers. Most of these farmers have very little experience 
in cattle raising. This effort has been carried out by the PNG Development 
Bank (PNGDB). The PNGDB accepts as collateral a signed statement by clan 
leaders which agrees to the grazing rights to clan land by the individual 
borrower. Also, prior to any disbursement, the PNGDB requires that the 
borrower contribute his labor to his project such as fence building, etc. 
Technical supervision is carried out by the bank in close cooperation with 
extension personnel of the Department of Agriculture, Stock and Fisheries. 
This supervision covers all phases of a cattle loan from initiation through 
planning and budgeting to final repayment. Extension courses are offered 
in cattle raisine;. 

The Experience 

The loans to indigenous borrowers for all types of farm enterprises 
has grown from A$12.5,000 in 1967/68 to A$3,252,000 in 1971/72. In 1970/71, 
3L9 loans for the total amount of A$622,600 were approved for beef cattle 
production. In 1971/72 .551 beef cattle loans of a total of A$1,328,000 
were approved. The PNGDB has had satisfactor y experience so far with the 
clan land usage agreement procedure and plans to continue this policy even 
though it is doubtful that this agreement has legal status. The indigenous 
borrowers have accepted the "work input prior to disbursement" idea and the 
PNGDB has found it to be an effective screening device f or pot ential 
borrmvers. 

Survey results in 1972 of some 161 cattle loans in f ive districts 
showed that the perform~nce of individual projects (breeding herds of from 
10-l,•.O cows or 2-10 steers for fattening ) varied from "very bad" to "very 
good. 11 The main reasons for variation is thought to be differences in the 
quality of technical supervision by staff of the Department of Agriculture, 
Stock and Fisheries (DASF). Based on observations of a recent visit, an 
Aus ~ralian consultant states that in general the DASF is doing an excell ent 
job of supervision and that although some proj ects ar e doing badly, the 
greatest majority are doing well. 

The Najar Points and Implications 

The success achieved in PNG in extending long --ter m credit without 
the security of registered titl e deed may suggest ot her approaches t o this 
probl em. Actually t~1 is lending is quite conservative when the 11 collateral " 
situation is examined: 

1) Grazine; rights guaranteed by clan elder s. 
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2) Tightly organized technical supervision coordinated by the lending 
institution. 

3) Borrower commitment of labor to project prior to disbursement. 

h) A tradition of honesty amongst the indigenous population. 
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Taiwan: The Smallholder Crop and Pig Farmer 

The Taiwanese smallholders intensively farm 3-5 acres and many raise 
pigs from a few sows (5 or less). About 600,000 farms produce~ million 
hogs per year. Pig production is not necessarily a profitable enterprise but 
it fits into the farm and home activities very well. The labor and fee inputs 
frequently have low opportunity costs and the pig manure is valuable for fish 
feed, soil fertilizer and cooking gas production. There does not seem to be 
much tendency for the smallholder to increase the herd size beyond what is 
needed to produce the manure. Hogs are also raised by non-farm households. 

The government has played a major role in shaping this pig industry, 
along with the general agricultural production, by building research stations, 
training technicians and research workers, developing artificial insemination 
programs and providing the basic infrastructure of agriculture. The farmers 
have been encouraged to diversify their production to include pigs, fish, 
rice, fruit, and vegetable crops. The government implemented a land reform 
program in the early 1950's and supported the formation of Farmer's Associations 
which form a co·operative organization for the marketing of products and supply 
of inputs, credit administration and extension activities. About 95% of the 
farm families participate in these associations. 

The Experience 

The data for farm production and incomes is quite detailed and reliable 
in Taiwan. These data show that average on-farm income was US$1,281 in 1970 
compared to US$1 ,021 in 1960. There was a greater increase in off-farm 
income in that period. The hog population has increased about 12% since 1962. 
A strong rural aapital market developed in Taiwan in the 1960's. Even the 
smallest farms almost quadrupled their credit use in that period. The farmers 
were getting high marginal r.eturns from these capital inputs, which led to 
good repayment records, higher savings capacities, decreased consumption, 
increased use of credit, and more efficient scales of lending. 

Hajor Points and Implications 

In Taiwan's case a strong rural capital market is an important ingre
dient for smallholder well being. This capital market results from the overall 
development of farm production by making credit yield a high payoff, which in 
turn implies the existence of a marketing system that works for the smallholder. 
Land tenure pol~cies were an important reason for the growth of farm income 
in Taiwan which points out the need to address that question in smallholder 
development strategy. 
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The success in developing Taiwan smallholder agriculture is attributed 
to the active implementation of a well integrated govelJUnent program of market 
system technical knowledge improvement, extension, and credit. An experienced 
observer, R.P. Christensen, who spent several years in Taiwan as an administrator 
in the USAID program has offered his seasoned comment on the importance of 
institutional features of Taiwan's experience which are relevant to other lesser 
developed countries: (in summary) 

1. The role of the strong leadership of national and local government. 

2. The social stability and economic incentives resulting from farmer 
ownership of land. 

3. The production incentive that results from assured market outlets 
and stable farm prices. 

4. The role of local farmer organizations in marketing, extension, and 
input supply and to implement government programs at the farm level. 
Education of the staff is a key factor in the efficient operation 
of these associations. 

5. Water resource improvement through irrigation system development 
as part of the overall agriculture infrastructure. 

6. The use of capital inputs to increase the output for land unit not 
to substitute for· labor. The use of subsidy programs to demonstrate 
the value of such inputs may be needed. 

7. Large investments in vocational agriculture and extension training 
which leads to the early and effective adoption of new technology 
on farms. 
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