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FOREWORD 

The establishment of a sound agricultural credit system through insti­

tutional improvement has been the major goal in implementing agricultural 

credit programs in Taiwan. In this process, private lending to farmers was 

gradually replaced by institional credit. In 1967, as much as 81 per cent 

of the farmers' credit needs was financed by the agricultural banks, JCRR, 

farmers' associations credit departments, and government enterprises, with 

the other 19 per cent coming from private sources such as merchants, 

relatives, and friends. This was a substantial change from the situation in 

the late forties when private money lenders played a predominant role in 

agricultural credit and financing, supplying 82 per cent of the agricultural 

credit for farmers in 1949. 

The change has come about through the implementation of a series of 

credit programs beginning with the Experimentation of Farm Operation and 

Improvement Loan Program of 1955. It was followed by the Farm Credit 

Demonstration Program in the next year and the Supervised Agricultural 

Credit Program of 1958. Finally, the Unified Agricultural Credit Program 

was launched in 1961 and is still continuing. 

Since the first three credit programs have been described in a previous 

work by the writer, only the current program will be discussed and its 

recent developments reviewed here. 

When the Unified Agricultural Credit Program was inaugurated, it was 

enthusiastically welcomed by the farmers and the farmers' associations to 

which they belonged. High-ranking officials of the International Cooperation 

Administration China Mission and the Council for United States Aid made 

a field trip to several township farmers' associations to interview individual 

farmer-borrowers and to check the project operation in Jun~, 1961. Upon 

their return to Taipei, the lCA officials summarized their impressions: 

"The new program marks the start of a much needed credit organization 

capable of providing capital to meet particular needs of farmers in Taiwan 

and will play an important role in the accomplishment of the agricultural 

development program. In the long run the effect may be favorably com­

parable to the increase of production which resulted from the Land-to-the­

Tiller Program." 



William 1. Myers, former dean of the College of Agriculture, Cornell 

University, and former governor of the U. S. Farm Credit Administration, 

who served as short-term consultant to lCA and ]CRR in 1960, and then in 

1962, had this to say about the Unified Agricultural Credit Program after 

his inspection of the project operation in February, 1962: "The Unified 

Agricultural Credit Program has made an excellent start in its first year 

of operation and the outlook for 1962 is favorable. The plan of organization 

and operation follows the outline prepared in 1960 and seems to be generally 

satisfactory. The establishment of the Agricultural Credit Planning Board 

is a desirable step since it makes possible amendments in operating rules and 

regulations justified by practical experience. As always, unforeseen pro­

blems have arisen in actual operations but these are relatively minor ones 

that can be solved satisfactorily by the staff and the Board. The regulations 

adopted to limit the use of funds of the Credit Divisions (i.e., the credit 

departments of the farmers' associations( seem reasonable and necessary to 

protect their financial soundness. If these plans are carried out intelligen­

tly, this unified agricultural credit system will be the best in southeastern 

Asia and will serve as a model for other countries. Most importantly, 

however, it will make a vital contribution to agricultural development and 

prod uctivity in Taiwan." 

T.R. Shen 

August 1974 



MINUTES 01= THE I=IRST MEETING 01= 

AGRICUL rURAL CREDIT PLANNING AND 

POLICY BOARD 

TIME: September 30, 1960, Friday, 3:00 p. m. 

PLACE: Room 313, JCRR Building 

CHAIRMAN: Dr. T. H. Shen, Convenor 

PRESENT: Mr. K. H. King, member (MOF) 

Mr. L. F. Ma, member (MOEA) 

Mr. Y. P. Chang, member (CUSA) 

Mr. Y. S. Chen, member (PDF) 

Mr. T. C. Li. for Mr. J. H. Huang, (PDAF) 

Mr. C. Y. Liu, member (PFA) 

OBSERVERS: Mr. C. H. Willson, j.CRR 

Mr. C. Y. Hsu, JCRR 

Mr. Edward Chang, JCRR 

RECORDER: C. S. Chen 

1. REPORT BY THE CHAIRMAN: 

Agricultural loans in Taiwan are being extended not only by regular 

credit institutions like the Land Bank, the Cooperative Bank and the 

F A credit departments, but also by such government agencies and enter­

prises as Taiwan Sugar Corporation, Provincial Food Bureau, Provincial 

Supply Bureau, and Provincial Tobacco and Wine Monopoly Bureau, 

resulting in unnecessary competition and duplication. For the purpose 

of strengthening the agricultural credit system in order to support the 

agricultural development plan, ]CRR studied the experiences of the Farm 

Credit System of the United States, and the recommendations made to 

JCRR by Dr. W. 1. Myers, Chairman of the Agricultural Advisory 

Committee to the President of the United States during his visit in 

February 1960, and drafted an Agricultural Credit Plan for Taiwan with 

a recommendation to CUSA/lCA that NT$300 million be appropriated 

from the Counterpart funds to establish an Agricultural Credit Fund. 

The Plan was submitted for discussion to the Sino-American Joint 

Meeting, which made the following conclusions: 

( 1) An Agricultural Credit Fund is to be established for making 
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available to Taiwan agriculture a permanent and dependable source 

of credit at reasonable interest rates and on terms that conform 

to the farmers' requirements. 

( 2 ) An Agricultural Credit Planning and Policy Board should be set 

up comprising of representatives each from MOEA, MOF, PDAF) 

PDF, CUSA, PFA and JCRR with the representative from JCRR 

appointed as Convenor and Executive Secretary. All members 

shall serve without remuneration. 

( 3) Counterpart funds shall be allocated to the Agricuitural Credit 

Fund as a grant up to a maximum of NT$300 million over a period 

of five years. During the first year NT$60 million will be pro­

vided, with an additional release of not exceeding NT$40 million 

to be considered by ICA/CUSA if the NT$60 million is used prior 

to the end of the fiscal year. Amounts of annual releases during 

subsequent years will depend upon the merits of the first year's 

operations and the requirements of the program for prompt service 

to all township Farmers' Associations as rapidly as they qualify 

for participation in the program. 

( 4) The administration of the Fund shall be guided by the decisions 

of the Agricultural Credit Planning and Policy Board. However, 

policy considerations will be subject to approval by JCRR, in line 
with the "19-Point Economic Reform Program." 

With regard to the last section of item (4) the chairman reported 

that original conclusion of the Joint Meeting read as "policy considere­

tions will be subje~t to final approval by CUSA/ICA." Inasmuch as 

the Plan was to be carried out as a JCRR project according to a decision 

made by the Joint Meeting, JCRR would have to be responsible to ICA/ 

CUSA for decisions which were made in connection with the implemen­

tation of this project. In order to facilitate the implementation and to 

make clear where its responsibility should rest with, the chairman 

thought that it would be appropriate to interprete the said section as 

"policy considerations will be subject to approval by JCRR." 

II. DISCUSSIONS: 

1. Definition of functions of the Agricultural Credit Planning and 

Policy Board: 
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It waS proposed that functions of the Agricultural Credit Planning 

and Policy Board include the following: 

( 1) To determine how much credit is needed by agriculture, and to 

recommend on measures required for increasing the sources and 

volumes of funds that can be mobilized in strengthening agricul­

tural credit. 

( 2) To determine which aspects of agriculture and which farm products 

should be given special emphasis through the use of credit in order 

to meet the requirements of local consumption and exports. 

(3) To determine ways and means to reduce unnecessary duplication 

and competition in lending activities among government banks and 

agencies. 

(4) To decide tentatively on various interest rates to be applied to 

agricultural credit. 

( 5) To examine budgets and financial reports pertaining to the admin­

istration of the Agricultural Credit Fund. 

( 6) To decide tentatively on maximum limits on discounts which the 

Cooperative Bank and the Land Bank may obtain from the Agricul­

tural Credit Fund. 

( 7) To screen the qualifications of F As for participation in the 

program, and to recommend withdrawal of FAs who violate the 

conditions stipulated in the Agricultural Credit Plan. 

( 8) To decide tentatively on the rates of repayment of non-interest 

bearing loans by F As to the Agricultural Credit Fund. 

( 9) To examine the auditing reports of participating F As and of the 

loans and discounts made by the Cooperative Bank and the Land 

Bank which are financed by the Agricultural Credit Fund. 

(10) To study and recommend on the establishment of Disaster Loss 

Reserves. 

(11) To study and recommend on any necessary modifications to the 

Agricultural Credit Plan in the light of actual circumstances in 

the future. 

(12) To deliberate on important problems presented by various agencies 

in connection with the policy matters of agricultural credit. 
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Resolutions and recommendations made by this Board may be referred 

by ]CRR to the agencies concerned for necessary action. 

The proposal was adopted. 

2. Invitation of observers and advisors to the Board: 

It was adopted by the Board that (1) Mr. Irvin H. Kauffman, 

Chief, Agricultural Credit Division, J CRR be invited to the Board as a 

permanent advisor, that (2) Mr. C. Y. Hsu of ACD be the Executive 

Secretary, and that (3) whenever necessary, agencies concerned be 

requested to send an observer or observers to a meeting of the Board. 

3. Date and agenda of next Board Meeting: 

It was resolved that the second meeting of the Board be held around 

November 10, 1960, to discuss problems which on the original agenda 

for this meeting but have not been discussed. It was further concluded 

that in view of the importance of the agendum "Measures to coordinate 

with existing rules and regulations, in carrying out the segregation of 

accounts and funds of FA credit departments, the investment by member­

borrowers and the accumulation of earnings by the credit departments", 

the following specialists be invited as observers to attend the next 

meeting to express their views on the problem: 

Director Liu Hsiu-ju, Minister of Interior 

Commissioner C. H. Willson, JCRR 

Commissioner T. H. Chien, JCRR 

Dr. H. S. Tang, Chief, FOD, ]CRR 

Dr. S. C. Hsieh, Chief, RED, ]CRR 

Mr. Yang Chia-lin, Legislator, farm credit specialist 

Mr. Chang Pao-shu, agricultural credit specialist, 

KMT Central Headquarters 

Mr. Shang-kuan Yeh-you, Farmers' organization specialist, 

KMT Provincial Office 

III. OTHER REPORTS: 

1. In reply to Mr. C. Y. Liu's suggestion that the government increase 

its subsidy to agricultural extension budget so as to enable the FA 

credit departments to accumulate their earnings as capital reserves, 

Mr. T. C. Li of PDAF reported that it had been approved in 

principle by the Provincial Government that an increase of NT$ 

5,000,000 be made in the government budget for this purpose in 
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the next fiscal year, and that each of the three governmental levels, 

provincial, prefectural and township, would finance one third of the 

increase. According to an estimate, the government budget for this 

purpose would be increased to NT$13,600, 000 in future when the Plan 

was expanded to cover all the province. Mr. Y. S. Chen of PDF 

supplemented that all funds eventually came from the Provincial 

Government, and should the lower levels fail to fully bear the cost, 

the shortage would still be covered by the Provincial Government. 

2. Mr. Willson said that he would like to attach a great significance 

to the objective contained in the Plan of strengthening institutional 

agricultural credit in Taiwan. The F As and the Banks had been 

making loans to the farmers predominantly from deposits, which 

were inadequate for financing agriculture owing to the high interest 

costs and the short term of most deposits. 

By providing NT$300 million to increase the lending resources, and 

by enabling the capitalization of FA credit departments, the Agricultural 

Credit Plan aimed to sufficiently finance farmers investment in agricul­

tural production, and consequently to increase their incomes and savings, 

which in turn would become additional sources of capital to help increase 

investment. This approach would be realistic toward the objective of 

improving the agricultural credit system. It was considered that the 

lineup of the Board represented the agencies responsible for finance, 

economic affairs, agriculture and farm organizations, and it was there­

fore believed that the Board would be most competent in solving many 

difficult problems and making many important contributions. 

The meeting adjourned at 5:00 p. m. 
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