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SUMNARY

The general purpose of this research |s to analyze the
role and importance of the infaormal financial markets in

the Brazilian agriculture.

tn order to obtain a better understanding eof rural
financial markets, a conceptual framework of formal and
informal markets Is presented, together with some empirical
evidences of Informal arrangements in different countries

and reglons of the world, including Brazif.

The specific objectives of the study were pursued in
three parts. First, an attempt was made to discuss the
critical and exhausting pracess that, since 1380, has been
Imposed by econemic factors to the national system of rural

credit in Brazil (SNCR).

Second, an attempt was made to provide empirical
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evidence on the differences which may gxist between
borrowers and non-borrowers. The Dborrowers were examined
according to the financial markets they had accessed
(formal, informal, and both). Loan <characteristics
concerning the oprincipal value, interest rates, terms of
the loans, borrower’s transaction costs and loan purposes

were also considered in this analyslis.

Third, the relationships between amount of additional
liquidity (credit) demanded in the Informal markets and
major determining factors were estimated through a tobit

censored model,

The basic source of information was a sampie of 278
farmers from 10 di!fferent agricultural regions. This sample
was designed to include farms representative of the major

types of farming in the 1983/80 agricultural vyear.

The major findings of this study are summarized In the

foliowing

important differences were found between farmers who
use credlt (formal and/or informal) and farmers who do not
use credit. The farmers classified as bhorrowers always
presented average performances higher than the non-

borrowers. in total sample the ncocn—-borrowers were the
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iargest group.

The targe scale farmers were the most active borrowers
in both rural financial markets (formal and informal).
Thelir outatanding debt position suggest a very strong need
for additional liquidgity. The commerclal farmers group, as
expected, had little access to the Informal markets,
probabiy due to their facitity to obtain formal loans or to
their self Ffinance capacity. Small farmers group, on the
other hand, had }ittle access to the formal market, but
might be fdentified as vVery active borrowers in the

informai markets.

in the informa! markets, the real Interest rate levels

and varliation were considerably higher than the ones in the

formal market. Also, the value of infaormatl loans
represented 30% of the total loan value Iin the sample
studied.

The econometric model for total sample suggests that
the amount of |liquidity/credit demandea in the informal
markets was directly related to operational expenditures
(labor and other inputs) and inversely reiated to land in
operation. All the estimates of the coefficlents had the
expected signs for ail the speclified variables, according

to the a prilori constraints of the economic mode!. However,
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the estimates for interest rate of informal credit, amount
of farmal credit, and level of education of the farm
operator were not statistically significant. tn other

words, these factors did add any significant contribution

ta explain variations in the guantity of liquidity
demanded.

The econometric model adjusted for the small farmers
group showed that interest rate of informal loans,

financial cost of formal credit, and 1and in operation were
impaortant explanatory factors: all of them with the

expected signs.

Finally, the econometric modeil for the large scale

farmers group suggests that the amount of liquidity
demanded is influenced by intarest rate of informal loans,
land in operation and operational expenditures. The

economic relations were alson as proposed in the economic

model.



