our years after the
Cooperatives Law,
this sector in An
Giang started to contribute
to the local economic de-
velopment. New coopera-
tives based on cooperation
between suppliers and pro-
ducers instead of collectivi-
zation prove effective in
cutting the production cost
and mobilizing existing re-
sources for production.
Dividend seems big
enough to ensure a reason-
able living standard for
members of cooperatives
and many cooperatives
have started to accumulate
bigger working capital.
Peasants started to consid-
er cooperative develop-
ment as an effective way to
fight against poverty and
hunger. Rights and duties
of members are well con-
nected, which paves the
way for democratic partici-
pation in rural areas.
Help from local govern-
ments comes in the form of

training courses in man-
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agement and agricultural
extension that introduce a
lot of technical innova-
tions. Cooperatives supply
thousands of new jobs and
ensure steady Iincomes
from dividend for mem-
bers. This is very suitable
to principles of community
development and proves to
be a right and sustainable
pattern of development.
Initial achievements pro-
vide important precondi-
tions and prospects for fur-
ther developments of the
local economy.
Cooperatives in An Gi-
ang, however, meet with
many problems and chal-
lenges. One of the biggest
is the small equity capital.
This may originate from
the failure to mobilize idle
money from members.
Most cooperatives couldn’t
secure loans although
sources of credit are abun-
dant because they didn't
have feasible business

plans, assets to mortgage
to banks and equity capital

that is big enough to
persuade lenders. The
shortage of capital pre-
vents them from increas-
ing their fixed assets and
replacing old technologies
and machines. In addition,
most policies on the coop-
erative sector adopted by
the Government haven’t
been carried out well. Most
banks are reluctant to sup-
ply credit to this sector;
their policy to supply cred-
its to the poor is very lim-
ited and not based on the
membership. Sources of
credit for poor families
who want to take part in
cooperatives come mainly
from savings made by pro-
vincial budgetary author-
ity. The cooperative sector
accounts for only 2% of to-
tal credit supplied by
banks in An Giang. This
percentage is far from
meeting the demand of the
sector.

To help the cooperative
sector account for 50% of

the agricultural output and

help 50% of peasants pro-
duce goods according to
contracts by 2005, and at
the same time to develop
cooperatives in other in-
dustries faster to assist ag-
ricultural cooperatives, we
want to present here some
solutions related to bank
credit supply.

(1) Local governments
have to make plan to de-
velop family businesses,
farms, small and medium
concerns into precondi- .
tions for the development
of cooperatives. In their
turn, cooperatives will un-
dertake the task of per-
suading farm owners and
individual peasants into
expanding  their  busi-
nesses into regional mar-
kets, helping poor peas-
ants get bank loans to
engage in large-scale pro-
duction projects and im-
prove their living stan-
dard.

(2) The Government
must adopt an open policy
on the supplv of bank
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credit to encourage state-
owned banks to provide
the poor with more loans.
For the time being, coop-
eratives with good per-

formance could be se-
clected for the preferential
credit policy before apply-
ing to others when condi-
tions are more favorable.

(8) More loans to guilds
and trade associations: In
rural areas, peasants tend
to engage in a wide range
of cooperative activities
because they have no re-
sources but their labor and
goodwill. That is why they
have to be content with
small-scale production and
monoculture. These small
organizations could be con-
sidered as their represen-
tatives when negotiating
loans with banks.

(4) More loans to coop-
eratives: As we know, co-
operatives have only small
capital and their members
couldn't make big invest-
ments (because they are
poor or lack confidence in
cooperatives’ future). To
deal with this problem,
banking authorities could:

- supply more loans to

. members of cooperatives

by two ways:

+ Direct lending: Mem-
bers could mortgage their
property to banks or have
loans guaranteed by the
cooperative management

and/or civic organizations

(in the second case, the co-
operative works out busi-
ness plans while members

are responsible for carry-
ing out the plans and
repaying debts).

+ Indirect lending: The
cooperative acts as a repre-
sentative of its members.
In this way, the bank could
offer lower interest rates
because overheads are re-
duced. However, the head
of the cooperative must be
bold and competent
enough to bear full respon-
sibility for repayment.

- supply more loans to
cooperatives: After mobi-
lizing capital from their
members, cooperative can
look for bank loans when
they need more capital.
However, the problem is
the bank can only supply
secured loans as required
by the banking regula-
tions. To deal with this
problem, the bank could of-
fer the following policies
on a case-by-case basis:

+ allowing cooperatives
to mortgage cooperatives’
assets,

+ allowing mortgage on
assets of the management
of cooperatives (this policy
applies to urgent cases
that affect greatly the de-
velopment of the coopera-
tive),

+ asking the coopera-
tive to mortgage assets
generated by bank loans
after studying its business
plan,

+ offering fiduciary
loans to cooperatives that
make profits for two suc-
cessive years, have good

track record and obtain
certification from district
governments (the bank
can set a credit line for
these cooperatives).

- supply loans to state-
owned companies that pur-
chase farm products from
cooperatives: interest rate
on these loans could be
0.05% lower than the com-
mon rate on condition that
these companies pay a

transport fee of VNDI15

per kilo of products from
cooperatives.

To supply bank credit

to cooperatives is no easy
task because most of them
have small equity capital
and lack manegerial skills,
so the bank must make de-
cision based on business
projects worked out by, or
for, cooperatives (such as
development programs for
Chg MGdi islet as a subre-
gion and for Long Xuyén
Trapezoid). In An Giang,
banks had better pay at-
tention to cooperative that
have succeeded in develop-
ing the diversified farming
(fruit orchard along with
animal  husbandry or
mariculture).

In addition, banks and
local governments should
keep close watch on coop-
eratives and apply sanc-
tions in order to prevent-
ing cooperatives from
charging Righ interest
rates on loans they trans-
fer from banks to mem-
bers. Local governments
and civic organizations

could help with debt collec-
tion if need be. One of
effective measure is to stop
supplying loans to the
whole cooperative when
one of its member fail to
repay debt.

(5) Hire-purchase serv-
ice for cooperatives: Banks
and finance companies
could supply this useful
service to cooperatives and
even indivudual peasants.
Cooperatives that want to
buy farm machines or en-
gage in transport service
could rely on this service.
Finance companies could
cooperate with banks in
carrying out hire-purchase
plans for cooperatives.
Banks can act as local
agents for finance compa-
nies. Cooperatives must
advance some 30% of the
value of asset hired and
the company owns 70%.
Property generated by the
hire assets will be consid-
ered as guarantee for re-
payment. This service also
provides cooperatives with
chance to access other
banking services.

Bank credit and other
supporting services are
necessary to develop the
cooperative sector. This di-
rection requires assistance
and cooperation between
banks, local governments
and civic organizations.
We hope that measures
presented above could help
develop the cooperative
sector in An Giang.®»
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