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PART ONE: SUMMARY AND RECOMMENDATIONS 

I. Borrower and Executing Agency 

The Government of Colombia (GOC) shall be the Borrower. TheExecuting Agency will be the National Cooperatives Financing Institute(Financiacoop). Financiacoop will act as an intermediate credit institution,channelling project funds (a) to eligible cooperative federations with ruralcooperative members and individual rural cooperatives for agriculturalrelending purposes, and (b) to a cooperative marketing federation and itsmember cooperatives for investments in marketing projects. 

2. Amount ind Terms of the Loan 

The amount of the loan will be $5. 0 million out of a total projectcost of $10.66 million, The proposed terms are 40 years amortization,including a grace period of 10 years. Interest charged during the grace
period will be two percent per annum 
 and three percent per annum there­
after.
 

The proceeds of the loan will be relent by the GOC to Financiacoop.The proposed terms of the subloan are 25 years amortization, including a
grace period of five years. The interest rate will be 
seven percent per
annum and the loan will be denominated in Colombian pesos.
 

1. Goal and -urposes 

The goal of the GOC and the USAID/Colombia Mission in the agriculturesector is to increase the incomes of the rural poor associated with the pro­ject. The purposes of the project are to strengthen the financial and technicalcapacity of the rural cooperative system in Colombia so that it can developinto a viable, self-help mechanism able.to offer better services to its pre­sent small farmer membership and, concurrently, 
 able to reach out toattract other low income farmers that are not yet cooperative members. 

The strengthening of the cooperative movement is expected to occurat two levels. First, the availability of production and investment creditand agricultural services f9r eligible cooperatives and their members 
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should result in increases in farmer income and agricultural production.In turn, this will lead to the strengthening of existing cooperativesthe development andof new ones. Secondly,
development the project will stimulate theof the national-level cooperative financing agency, Financiacoop,enabling it to Letter serve as a vehicle for channelling external resources 
to the movement. 

4. Background 

The underlying rationale of the projectnism represents is that the cooperative mecha­one 01 the most promising means of extendingresources to services andlarge numbers of the rural poor. The cooperative movement,first legally recognized in 1933, has grown steadily in the intervening yearsand presently consists of approximately 1,500 cooperatives, with a totalmembership of approximately one million. 

During the decade of the 1960s, the cooperative movementa further moved tostage of development _- the creation of federations aseffective mechanisms for atacting 
more 

external resources new cooperatives. and for promotingIn turn, this created pressuresinstitutions for national levelto serve the movement. In 1968, national cooperative financingagency, Financiacoop, 
a 

was established to channel resources to its merrb ercooperatives and federations. 

Until recently, the GOC generally adopted athe Cooperative lassez faire attitude towardmovement. However,
office in August, 

when the Lopez Administration1974, the government took a much 
took 

more active interestthe cooperative inmovement as a vehicle for reachingdeclared priority target group. 
the rural poor, its

A substantial

tive novement was established by the 

credit line for the coopera­

and efforts 
Bank of the Republic in Financiacoop,
were begun to strengthen the Cooperativeswhich Superintendency,established a target of ensuring the existence

cooperative of a rural productionin each of the municipalities of the country. 

These actions are designed to support thetransferring overall GOC strategy ofa larger share of resources 
tion, principallyr 

to the poorer half of the popula­by improving their nutritional well-being. Within that 
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overall strategy, the GOC is concentrating on increasing agriculture pro­duction, which will provide more food to the urban sector and, by increasing
farm incomes, will improve the nutrition of rural workers. 

There are presently some 332 cooperatives with approximately 209, 000members that may be colisidered rural. These cooperatives are principallymulti-purpose zredit unions and agricultural production and marketingcoops. The focu:s of the GOC and AID will be on assisting those cooperative Hwhich are eligible in accordance with small farmer criteria and whichalso seen as a means of addressing the objectives 
are 

of increasing agriculturalproduction and improving rural welfare. The proposed project has been 
structured tV support these initiatives. 

5. Project Description 

The proposed project, including the AID loan ($5.0 million) and thecompanion grant activity ($400, 000), will consist of two major components

designed to strengthen the rural cooperative movement 
 in Colombia. 

One component, which will be supported by the proposed loan,consist of funds for relending for general agricultural credit and for 
will
 

keting activities mar­
by the cooperative financing institution, Financiacoop.Resources for cooperative relending will be contributed by AID ($5.0 million),the Bank of the Republic ($2. 5 million), Financiacoop /$. 875 million), andthe cooperative movement's own resources($1. 625 million). These funds($10. 0 million) will be relent to eligible federations and cooperatives active


in the rural areas, including but not ,limited 
 . to UCONAL (UnionCooperativa Nacional de Credito), the Caja Popular (Caja Popular Coopera­tiva de Boyaci), and CECORA (Central de Cooperativas de Reforma Agraria).The majority of the project funds, $7.0 million, will be for agricultureproduction purposes and will be subloaned to individual cooperative membersto finance the following agtivities: agricultural production credit, farmequipment and infrastructure, and working capital. Furthermore, theindividual borrowers will be required to contribute at least 10% (and
generally more) to the project costs. 

A second credit element, $3.0 million, will consist of subloans tothe marketing federation, CECORA, and its affiliated cooperatives forinvestments in marketing activities. Up to half of these funds will be used 
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to expand an existing CECORA feed concentrates operation; 
the remaining
funds will finance smaller marketing activities which will have been
identified as being particularly responsive to 
the small farmer coopera­
tive member.
 

'The s;econd major component will assist the longer term programobjectives of institutional development. 
The Mission is proposing a
$480,000 companion grant to strengthen the institutional capacity ofthe major sub-borrower, UCONAL. The funds will be used to support thepromotional and training activities of UCONAL (equipment, technicalas;irsLance, training, and new cooperative development) in particulara group of 24 large, model cooperatives 
for 

to be formed or restructured underthe project. It is anticipated that UCONAL will ause portion of thegrant finds to contract with CECORA to provide assistance in promotingmarketis,, activities among individual UCONAL cooperative affiliates. Inaddit-ion, C.COIRA will use approximately one-half of the interest ratedifferential between commercial interest rates and the 9% cost of tundsavailable to it under this loan for purposes of identifying and develop­ing the !;maller marketing activities portion of the project 

In addition, as part of its contribution, the GOC will make available$180,000 to :lie National Cooperatives Superintendency to carry out promo­tional and management training activities in support of 
this project; thePeace Corps has provided and is toexpected continue to provide manage­ment assistance to cooperatives and federations associated with theproject; and the cooperatives themselves will finance cooperative manage­ment training, contracting with the National Apprenticeship Service(SENA) to undertake both short and long-term training courses (for whichSENA will bear a portion of the cost). 

6. Financial Plan 

The propoed loan is expected to be disbursed within three years and
the elements 
to be financed are summarized below:
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TABLE 1 

Prpject FinancLng Plan 
(US$000) 

Project Components SourceAID GOC Financiaco,op Cooperatives Total 

Relending C:-edits
Agricultural Production 3,500 1,750 875'Marketing Activities 

875 7,0001,500 750 -Institutional Development 75C 3,000
4801/ 180 . 5_./ 660 

Total 5,480 2,680 875 1 ,625 10,660 

J Grant finaniced activity. 

Recurring counterpart expenditures related to the AID grant will beassumed by the cooperatives, but have not been calculated as part of

their contribuzion.
 

The total project cost is $10.66 million,
represents 47%, 

of which the proposed AID loanthe proposed AID grant represents 5%, the GOC contributionrepresents 25%, and the cooperative movement 23%. Althoughforeign currency expenditures are anticipated under the loan, 
no direct 

off-the-shelfprocurement of equipment and commodities amounting to over $1. 0 million
is anticipated. 

The expecl-ed disbursement schedule for the project is as follows: 
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TABLE 2
 

Project Disbursement Schedule
 
(US$000) 

Project Activity 1975/76 1976/77 1977/78 Total 

Production Credits 

AID loan 
Financiacoop BOR discounts 
Credit Union resources 
I"inanciacoop own resources 

1,000 
500 
250 
250 

1, 500 
750 
375 
375 

1,000 
500 
250 
250 

3, 500 
1,750 

875 
875 

7,000 
Marketing Credits 

AID loan 
CECORA's own resources 
Financiacoop BOR discounts 

700 
350 
350 

606 
300 
300 

200 
100 
100 

1, 500 
750 
750 

3,000 
Institutional Developnent 

AID grant 200 180 100 480 
GOC budget 60 60 60 180 

610 8660 

7. Alternat ive Sources of Financing 

The Eximbank, the IBRD,
loan and have indicated no 

and the IDB have been advised of the proposedinterest in providing the necessary financing. 
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8. Other Donor Activity 

No other donors are directly involved in supporting this project. 

9. I,oan Administration 

AID 	loan disbursements will be made on a reimbursement basis.
Standard AID procurement procedures will 	apply. 

10. 	 Statutory Criteria 

All statutory criteria have been met (see 	Annex I). 

11. 	 issues 

The following issues have been identified by the Mission and are 	dis­
cussed in Part 	Two, Section IV: 

a. Th'e absorbtive capacity of UCONAL to utilize the fur.,ds under this
loan and the proposed loan to COLAC. 

b. The adequacy of an interest rate of 18% to the ultimate borrower. 

c. The 	proposed relending terms from the Borrower (the GOC) to 
Financiacoop. 

12. 	 Views of the Country Team 

The Country Team has recommended approval of the proposed loan. 

13.. Recommendation 

On the basis of the coi.clusions of the Capital Assistance Committee
that the project is technically, economically, and financially sound, it isrecommended that a loan be authorized to the Government of Colombia in anamount not to exceed $5. 0 million, subject to the following conditions: 
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A. 	 Conditions
 

In 
addition to the normal conditions precedent to diI3bursement, thefollowing shall be reqcired:
 

1) Prior to 
the 	issuance of any commitment document or to any

disbursement under 
the 	loan: 

(a) The Borrower shall establish a Project Coordinating Comrnitt,(.for 	administering the 	project, under the direction of the National PlanningDepartment (DNP). The 	Borrower shall furnish documentation satisfactoryto AID, showing the planned functions of the Coordinating Committeecoordinating the various project activities, evaluating the progress of thevario-us project components, and 	collecting baseline, data to be used as a

basis for that evaluation.
 

(b) The Borrower shall submit to AID, for 	its approval, an ,grec,­merit with Financiacoop specifying the terms and conditions of the funds

be relent to Financiacoop. 

to
 

(c) The Borrower shall cause the 	Pr.oject Coordinating Committeuto submit to AID 	for "is approval: 

(i) - A policy statement covering the 	operations of Financiacoopunder the loan which establishes the 	general agricultural lending policiesof F 	inanciacoop, defines the sublending criteria which must be met bycooperatives to establish their eligibility for receiving project funds,
forth the terms 
and 	conditions upon which 
sets 

subloans under this project will
be made, and provides a 
 time-phased implementation plan which shallinclude a sche.ule for the counterpart funding to be provided by the BOR
 
and Financiacoop.
 

A(ii) 	 - time-phased implementation plan which shall includea schedule showing how the technical assistance and training to be financedunder the companion AID rural cooperatives grant project will be coordina­ted 	with the activities to bp financed under the loan. 

(11) 	 - An outline of a program of cooperative education to beundertaken by Financiacoop, and 	a definition of the criteria which will be 

UNCLASSIFIED
 



-ix­

applied to judging the acceptability of cooperative education plans sub­mitted to Financiacoop by cooperative federations which intend to borrow
loan funds oa behalf of their members. 

(iv) - A policy statement outlining the considerations that
will be given to making complementary agricultural inputs available 
to the
cooperatives that will be borrowing credits from Financiacoop under the loan.
 

2) Prior to any disbursement of funds under the loan for an ac­tivity of CECORA or any of its affiliates, 
the Project Coordinating Com­mittee, CECORA, and AID shall agree upon a statement of lending policies
and procedures which will apply to any subloans made by Financiacoop to
CECORA or its affiliates from project funds. 
 CECORA shall also furnish a
statement outlining its intended use of project funds, including a plan for
obtaining the participation of an increasing number of lower income farmersin this portion of the project. 

3) Prior to the disbursement of any funds under the loan toUCONAL or ofany its affiliates, the Project Coordinating Committee, UCONAL,and AID shall examine whether additional external resources are availableto UCONAL, and shall assess their likely impact on projected UCONAL lending.
A determination shall then be made regarding UCONAL's capacity to effectively

abosorb the additional resources. 

B. Covenants
 

1) Unless AID sFall otherwise agree in writing, the Borrower,
represented 1'he 
 Project Coordinating Committee, agrees 
to conduct
annual reviews of the progress of the project with AID.
 

2) Unless AID shall otherwise agree in writing, Financiacoop
shall allocate up 
to $3.5 million pesos equivalent of loan funds for
agriculture-related lending to eligible sub-borrowers 
(credit acivity),
and that at 
least 80% of the project funds shall be lent 
to cooperative
federations on behalf of their eligible rural cooperative members. 
At
least or, fourth of Financiacoop's lending under the credit activity of
the project shall be allocated to cooperatives affiliates with UCONAL.
 

3) Unless AID shall otherwise agree in writing, Financiacoop
shall allocate up to 
$1.5 million peso equivalent of the loan funds for
specific marketing investments by CECORA and/or its affiliates. 
Any such
funds for purposes other than innovative marketing interventions directed
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specifically at the target group that have not 
projects wiihin one year of loan 

been approved for specific sub­
signing shall be subject to reallocation byFinanciacoop and shall become available for agriculture -related lendingto eligible cooperatives/federations. 

4) Any subloan application from CECORA or its affiliates in excessof $100, 000 peso equivalent shall be supported by an independent feasibilitystudy to be carried out in form and substance satisfactory to Financiacoopand the Project Coordinating Committee and subject to prior approval by AID. 

5) Unless AID otherwise agrees in writing, funds received from therepaymenc of principal of subloais rade with project funds shall be usedsolely for additional sublending for the same general purposes.
 

6) The Borrower agrees to undertake annually, jointly withFinanciacoop and AID, a review of interest rate policy governing the ratepaid by final borrowers of project funds for the purpose of adjusting interestrates, if necessary, in line with inflationary and/or monetary conditions. 

14. qptal AssistanceCo 'nmittee
 

Chairman/Economist 
 - James Fox
Loan Officer - Alan Cohen
Loan Assistant 

- Raul Sanchez
St.atistical Assistant - Maria Christina GalanFinancial Analyst - William Ross
Financial Analyst - Consuelo Alarcon
Legal Advisor - Douglas Robertson 
Rural Development Officer - David Peacock
AID/W TDY - Laurence HausmanAID/W TDY - Edward Lijewski 
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PART TWO: THE PROJECT
 

SECTION 1 - NATURE 
 OF THE PROJECT 

A. 	 Project Rationale 

1. 	 Goal and Purpose 

The goal of the project is to increase the incomes of the rural poorassociated with the project. Progress towards this goal is to be made
through a strengthening of the small farmer rural cooperatives system
in Colombia. 
 The 	project will provide credit and marketing services tosmall farmers through cooperatives, which should serve to increase smallfarmer incomes directly by providing them with additional working capital.This credit and experience in intermediation will strengthen the 	financialposition of rural cooperatives, as will the additional savings generated bythe 	additional income resulting from the program. This strengthenedfinancial position will then enable the cooperative movement to further
operate to increase the incomes 
of the rural poor in Colombia. 

The strengthening of the cooperative movement is to occur at twolevels. First, the 	availability of production and investment credit forcooperatives and 	their meT-nbers should serve to stimulate the developmentof new rural cooperatives and 	lead to the strengthening of existing ones.Secondly, 
 the project will stimulate the development of the national-level
cooperative finan-cing agency, Financiacoop, enabling it to 	better serve asa channel for external resources to the movement. Should it be successfulin achieving these objectives, it may 	possibly also have the additionalresult of ceating pressures for the cooperative movement to define itsfuture direction and the role 	of the private and public entities (the Coopera­tives Superintendency, Financiacoop, INDESCO, and cooperative federations)
that serve it. 

2. 	 Rationale 

a. The 	Rural Poverty Problem 

rural one, 
The problem of extreme poverty in Colombia is largely afor 	only in rural areas is there the complete lack of access tothe 	means of development. A hard core of rural poor of perhaps three tofour 	million persons has an almost complete lack of access to governmentprograms in rural areaq, both economic (credit, technical assistance,adequate land, adequate roads) and social (education and health facilities). 
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In part, 
as opportunities open up 

the problem of the mral poor will gradually solve itself;n urban areas for migrants from the ruralThis mechanism appears areas.to be working sufficiently well at prescntat least the increment to absorbto the rural population, and it is not unreasonable toexpect that the rural population inleast over th course 
Colombia may begin to decline sl'.wly, atof the next decade. Nevertheless,extensive rural poverty very seriou andcan be expected to persist for at least two or thi .edecades. 

Closely related to the magnitude of the rural poverty problemthe inability of the government is 
approach to 

to deal with it through the current one-on-onerural services. Additionally, government programsto be what may have tendedbe called "complete" ones,of the problems of the recipient, 
in that they attempt to solve allwithout leavingindividual efforts. any of the solution toFor example, INCORA worked to solveproblem by providing the land tenurea large number of services tobeneficiaries, a small number ofrather than attempting

of the rural 
to solve the land problem for the bulkpoor. In consequence, INCORA programsthan have affectled fewerI0o of the rural poor -- and its assistance to most of thesenainly in recognizing consisteda 

the major project 
title to public land occupied by the indivir'.0al.now being undertaken In

by INCORA, total costs per familybenefitted are expected to be on the order of $8, 000. 

Given the inability of the governmentof the level and type to "think small" in termsof assistance it provides the rural poor,governm~ent extension ofeconomic and social services
tion may to the totality of the rural popula­be two decades or more into the future.somber projection, In order to justify thisit may be noted that thebank that does Caja Agraria (the agricultural
 
to 

the great bulk of lending to small farmers) appears currently
reach only about one-third of the small farmers in the country.
parable No
data is available com­for the agricultural research and extension agency,
ICA, but a coverage figure of 10% of small farmey s 
is probably high.
 

b. The Credit Problem 

tified as 
The lack of sufficient production credit has often been iden­the major

farms, 
constraint to increased agricultural outputboth on smallin Colombia and elsewhere. Farm credit is usually a necessary 

UNCIASSIFIED
 



-3­

if not sufficient condition for increasing productivity and improving income. 
This is especially true for small farmers who do not have sufficient savings 
or ready access to institutional credit sources. There appears to be 
considerable scope for the use of institutional credit to replace or augment
credit from "raditional sources to alleviate monopoly situations, to overcorm
inelasticities in the supply of credit which become apparent when new
opportunities emerge, to ease the seasonal financial shortages among rural 
households, and, most importantly, to encourage small farmers to raise
 
their output and enter the commercial sector. This 
farm credit constraint 
has generall%: manifested itself as a shortage of working capital. The most
direct evidence of this constraint in Colombia has been obtained through

analysis of results of a 
 survey of INCORA land and credit recipients.
Because of the nature size of theand sample, these results are far from
 
definitive, but they are very suggestive of an important role for increased
 
credit in increased output. 

The AID Spring Review of Small Farmer Credit documents
 
the usefulness of credit for agricultural development throughout 
the developing
world. Additional support for an agricultural develop-nent strategy which
 
emphas;izes 
 credit for small farmers in Colombia in particular is found in
 
the results of the Bureau
LA Sector Analysis Division's extensive analysis

of Colombian agriculture, It is a major conclusion of the analysis that

the high productivity of working capital on small fams makes the availa­
bility of workng capital (credit) to small farmers the most important
 
constraint:
 

'We conclude that the expansion of credit availability
 
to small farmers, in selected commodities, directed at
 
working capital for labor, 
 animal power, chemical inputs,
 
seeds, and land rental would have 
significant impacts on the
 
major goals (except labor productivity) and would be able to
 
absorb large quantities of in the short
czp ital run. It would
 
also be complimentary to the objectives
sector of employ­
ment generation, increased incorne 
for low income families
 
md increa3ed exports.
 

c. Ta'get Group 

The target group for the loan is the Colombian small farm
subsector. For the purpose of this loan, Lhe small farm subsector will be 
defined tu include only farms with fewer than ten hectares, and farmers 
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with 	annual net incomes below $800 (Because of the DNP interest in the issue,the 	definition may 	later be further narrowed as a result of a study currentlyunder way). This 	group of farmers currently can be characterized by lackof modern technology, lack of adequate working capital, and 	lack of suffi­cient land to use their labor productively under current technology. 

d. 	 The Institutional Vehicles
 

The philosophy 
of this proposed project is that the cooperativemechanism represents the most promising means of extending servicesrapidly to la-ge groups of rural poor. By relying to a great extentlocal 	initiati'e and oneffort, the cooperative approach can 	reach a far greaternumber of bneficiaries with a given level of outside resources than thetraditional government approach. The 	process of credit retailing is bothsimplified and cheapened when personal knowledge of potential borrowerscan 	 replace bureaucratic procedures. Technical assistance can 	be muchmore efficient when it is 	paid for by the recipients, and when groupapproaches, as espoused by the cooperative movement, are used to the

maximum extent possible.
 

The 	cooperative approach should not, however, be considereda panacea for the problems of the small farmer. Clearly, though cooperativesare 	democratically managed, they 	often ha,,e serious problems with financialmanagement. rhough the extent of such mismanagement can 	be reducedthrough 
to 

suppo.t and advice from strong federations, it can be expected
be a perman-.nt problem. 
 A second problem with the cooperativeapproach is that such groups sometimes become overly involved with themystique of cooperativism at the expense of economically sound orienta­tions. This also seems to be a rather permanent problem, but onenational cooperative leadership 	
that 

seems aware of and intent upon combatting.Though there ma', be slippages from time to time, the 	Colombian leader­ship 	seems ageeed that projects carried out by cooperatives need to beeconomically sound and capable of operating without subsidies. 

In essence, then, the cooperative movement, despite itsproblems, appears to offer some real advantages in dealing with the veryreal problem of providing access to the means of increased production for a large part of the small farm sector in Colombia. 
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The project will be implemented by an existing secondary
financial inbtitution created by, 
 and serving exclusively, the Colombiancooperative movement. This institution, Financiacoop, described morefully in Section II below, will pass agricultural production credit to ruralcooperatives, largely to rural credit unions, and investment funds-to theagrarian reform marketing cooperatives federation, CECORA. 

All of the AID grant financing and a large portion of thefinancing will be channelled through the 
loan 

credit union movement in Colombia.There are two reasons why this type of cooperative is favored over moredirectly problem-oriented (e.g., production or marketing) typestives. First, of coopera­the credit union is the simplest and most flexible type of
c,)c~perative org'.nization. Administration 
 is simple, and it is conceptuallyd;tsy to explaLn to potential members. The flexibility of the credit unionmechanism results from the fact that there are neither theoretical norlegal impediments in the Colombian context to credit unions branching outinto other activities, In essence, the credit union in Colombia can se rveas a base for the cooperative members to deal with whatever type of problem
they feel affects them most seriously. 

rhis process of converting
cooperatives credit unions into multipurposeshould be one that occurs over time as the cooperative membersgradually gain confidence in the cooperative concept, and as the leadershipgains experierce. At best, this proc.ess can develop in three oroften it can four years;be expected to take much longer, and many credit unions maynever move beyond this stage, Nevertheless, the combination of peopleattempting to ase the cooperative mechanism to respond totheir felt needs
and the leadership of a cooperative federation that is both dynamic 
andaware of the :lifficulties involved i agricultural production and marketing,
seems 
the best possible one to achieve long-run solutions to the problems


of rnass poverty in rural 
areas. 

The second reason for placing heavy emphasis on creditunions in the Colombian context is a more practical one: As explainedelsewhere, the cooperative mechanism appears to be a viable means ofspeeding up the process of modernization of the rural sector in Colombiasubstantially. Given this role for cooperatives, a review of the cooperativespanorama in Colombia indicates that CEGORA and UCONAL are the twomost promising vehicles by far for cooperative development. 
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CFCORA was found to be a dynamicallycapable led organizationof poviding effective marketing services tP agrarianparticipants reformand some other small farmers. The governmentCECORA to expand is pushingits activities in the smallSuch expansion, however, 
farmer regions of the country.must be preceeded by consolidationone existing CECORA of at leastmarketing program. This consolidation will allowCECORA to use its maximum capacity for cooperative development. 

A larger part of the project will beand expanding devoted to strengtheningthe rural credit union movement as a meansagricultural production of expanding
credit for small farmers.union federation The national credit(UCONAL) is the

the cooperative gospel. 
most promising organization to spreadUCONAL appears to have the expertiseto motnt a meaningful program. necessary
(See Section II A 2. )jft has the Additionally,experience, both good and bad, with theis needed to art of the possible thatreach long-term solutions to the deep rural problems withoutrecourse to grandiose schemes. 

B. Project i:ocus and Targets 

1. Small Farmer Focus 

The 'ooperative movement varies widely in termsit serves. S veral milk-producing of the clientele
cooperativesareqiite larg( represent producers thatand wealthy. On the other hand, many cooperativesrural poor tha. are representclearly in the bottom quarterGiven the project of the income distribution.purpose of increasing incomesthe strengthening of small farmers throughof cooperatives that serve them,project on cooperatives we wish to focus thethat serve primarily the target group andgraphic regions where in geo­this target group is quantitatively important.project ternis, Inthe focus will be limited tothirds those cooperativesof the memlers where two­fall into the target group.availability of In this way, both the
credit to the target group is ensured,
cooperative framework that 

and the existence of a
is basically responsive to their needs.
the project will Thus,)perate with a 

have proven their 

positive list of eligible cooperatives, that
qualifications as vehicles for reaching the rural poor. 

In addition to the qualification of cooperatives,geographical however,scope theof the project will be limited primarily to thosewith large concentrations areasof small farmers. This limitation willmaximize the serve todemonstration effect of the project. In the minifundia areas 

UNCLASSIFIED
 



-7­

there will always be large groupa of small farmers who can be attractedto the cooperative movement through the existence of a successful cooperativeoperated by their neighbors. Basic information on these priority arm,3is shown in 'Table I. These areas represent only about 12% of the nationalterritory, but contain half of the small farmers. These areas are also
the areas of concentration 
 of other government programs for small farmers,and will receive substantial outside investment through integrated ruraldevelopment programs carried out jointly between the GOC and the two
international banks, the IDB and the IBRD. 

Despite the priority given to the integrated rural developmentareas, some credit can be expected to go to small farmer projects inotli.r parts of the country. The actual amount of this credit will depend uponthe- extent to whitir desirable projects in other small farm areas
presented to the 

are 
Policy Committee, which will make the final decisioncOrfcOrning th . geographical distribution of the loan funds. 

2.oi ct Outputs
 

At the most basi - level, the project will have outputs in the form
of incr,,ased loans to 
small farmers and increased capital for marketingof snmal farmer products. During the three years of the project, some55, 000 production loan s are to be made to members of the target group,
including at least 14, 
 000 people who receive production credit for the firsttime. In addition, an estimated 10 loans will be made to cooperatives
for marketing Pctivities that serve 30, 000 farmers. The detailed targets
for this level of output, as well as 
that of purpose level indicators,areincluded
 
in Section IfI1)on evaluation.
 

At the purpose level, project outputs are to represent a strengtheningof the small farmer rural cooperatives system in Colombia. This strengthening
is to occur in several fashions. A large number of new cooperatives isto be created, especially in small farmer areas, and cooperative member­ship, newboth in and existing cooperatives, is to substantially increase.
Seconily, the structure 
of the movement will be strengthened by increasedeffectiveness of cooperative federations and cooperative financing agenciesin reaching the individual cooperatives with essential services. The measure­ment of the extent to which this strengthening occurs will be based on theextent to which existing unaffiliated rural cooperatives decide to belongto such entities. Finally, the increased strength of the cooperative movementwill be measured by the extent to which new savings come into the system. 
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TABLE I 

FARMS BY U'IZE
 

INTEGRATED RURAL DEVELPMENT PROE,CTS 

No. ofMunicl- UnderAREA Under Under Under Over
palitios 
 1 Ha.
CAUCA -::Ami N(o 5 Ha. 10 Ila. 20 Ha. 20 Hn.58 21,420 74,485 
 90,287
:;OUTHi ! CUNDIN WMARCA 99,051 7,60i"60 20,094 46,506 56,45342m': AN'IOQUJA 62,474 L,,67435 13,379 36,000 44, 134 49, 648 7, 3629 13,419
1O(IYACA-2'ANTANDE11 25,284 29,498 33,384
124 10,,58,772 165,100 195, 198 212, 722 ]9, ,0 
i'TA L 306 127,084 347,375 415,570 457,279 50,1',' , 

tAT(N'tAI, TOTAL 921 251,262 666,307 821,854 938,160 201,34,, 

TRUAL i: PMINM AREASAI TOTAL 33.4, 50.6% 52.1% 50.6% 48.7%. 24. Y/o
 

*-oIco: 
 National Planning Department and DANE, Censo Agropecuario, 1970
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Finally, a sample survey of credit recipients under the pro­gram will prouide data on the extent to which the project goal is being
reached. This goal of increasing incomes of small farmers 
can be con­sidered satisfied if the farmers receiving credit under the program are

found to have increases in annual income of 9% per year or more.
 

C. ProJect Description
 

Project inputs will consist of a $5 million AID loan for relending,
$5 million equivalent in Colombian counterpart, $480,000 in AID grant
funds and $180,000 peso equivalent from the National Cooperative Superin­
tendency. Coordination of project inputs will take place through a
Cooperatives Committee that will be established as a part of the project.
The Committee will have responsibility for general guidelines concerning

use of project funds and concerning rural areas 
for priority concentration.
The Committee will be chaired by representatives of the National Planning

Department, and include representation from the National Cooperatives

Superintendeicy, and Financiacoop.
 

I) Project Elements 

The prcject can be considered to be composed of three parts or
subprojects: 
 nroduction credit through rural credit cooperatives;

marketing subprojects; 
 and a cooperatives institutional development

activity.
 

(a) Rural Cooperatives
 

This activity will include up to $7.0 million equivalent in
agricultural credit for rural cooperatives: 
 $3.5 million will be provided
by the AID loan; $1.75 
million in new resources for rural cooperatives

will come 
from the Bank of the Republic (Colombia's Central Bank); 
and
$.825 
million equivalent each will be provided by Financ!.acoop and the
participating cooperatives. 
The credit will be used in its entirety for
agricultural production purposes and will be subloaned 
to individual
cooperative members 
to finance: agricultural production credit, farm
equipment and infrastructure, and working capital. 
 The Cooperative

Project Committee will have responsibility for setting priorities for
 use of the funds. In practice, this will involve approval of the pro­posals of cooperative federations or 
of rural cooperatives for agricul­tural production programs. The Committee will examine each proposal
for economic feasibility, consistency with government priorities, and
availability of adequate technical supervision. 
In 
cases where assistance
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from governient agencies, such as ICA, IDEMA, or IN,ORA, are needed,the Co mittee will ensure that adequate cooraination with the requiredagency Is available. Unless otherwise agreed with AID in writing,
807. 
of the credit made available under this activity will have
channelled through coop 
to be


federations, with 
the other 20% available for
 
direct lending co cooperatives.
 

While the actual distribution of the funds will be subject toproject prese ntation and approval, our current expectation is that UCONA!Lafijiates will receive about 30% of the funds under the activity, that theCTj:i Populi,• Cooperativa de Boyac, will receive about 20%, Coopcentral
T' 1,V 10 1 or -,o, and that the remainder of the funds will be distributed tos'ualler federations such as Fenacoor (should it be successfully reorganizedt,',1d nw ,ro,,peratives to be formed as a result of the efforts of the Super­

intendency.
 

Once the Committee has given approval to a project, normalapproval procedures in Financiacoop will be used. In essence, the actualapproval process for subloans will follow standard banking practice oncefavorabdle actio.1 has been taken by the Cooperatives Committee. 

At the level of the rural cooperative,loans of project fundswill be ma-cli, by the cooperative Board of Directors (democratically elected
by the , o)p members) in accordance with 
policy established by the Project(o)irnitte and Cepted by thea cooperative as a condition of its subloan!rc.,m Iin;inci;icoop. As the bulk of funds will be lent to final borrowersf(,, prn)duction :redtt, it can be expected that most of the cooperative's
borrowings will reflect short-term needs related to the predominant
cr)p cycles of the local areas. The cooperatives will also borrow forlonger-term subloans for agricultural and livestock investments of theirirernbers or for the cooperative itself. (The latter case could includeartiival insemination equipment in livestock areas or trucks for cooperative 
transport of produce. 
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Education and training for members and to the coop leadership
has always oeen an integral part of the cooperative movement, and is

legally required, though assistance for directly productive activities

(e.g. agriculture) have traditionally been only a small part of the total.
 
All Colombian cooperatives are required to devote 
at least 20% of their

annual surplas for educational activities. Should this not be done within
 
o ne year of their generation, these funds must be given to the National
 
Cooperatives Superintendency 
 for general cooperative education. Our
 
inve5tigation of the cooperative 
movement suggests 'hat the use ot these

funds s et-ns g,_nerally in accord with the 
needs of the coop members, but

that additioral assistance for agricultural production 
is needed. Therefore,
individual cooperatives receiving funds under the program will be required
to 'xpliLitly cievo e two percentage points of their interest rate spread for
 
t,- ,iCa] a ssistance in agricultural production to 
their men-bers. This
 
r, (]U1re-mnnt should the assistance
meet technical needs of the final borrow er 
i.nde r the loan (though it will be supplemented in the case of UCONAIL by
funds from a grant project). 

h. Marketing Projects 

This activity includes up to $1. 5 million in AID funds and aneqcaal amount to 

SpecifiC investments in marketing facilities will be 


of counterpart be provided by Pinanciacoop and CECORA. 
financed under this

adti,.itv, to I,..undertaken either by CECORA or its member cooperatives

with ( I:CORA guidance. It is expected 
that the project will finance four
 
t vpv,, )I subprojects: (i) an extensionof 
some current activities and for
 
whicih pr'i-li ninA .y feasibility studies have already 
been completed;
(ii) nt, m tketin, subprojects growing out of CECORA expanded involvement
in gvetr rnment .identified integrated rural development districts; (iii) marketing
c-nperrtit promotion; and (iv) marketing project identification. 

I) 1eed Concentrates Activity 

Among the existing projects related to CECORA's 
ongoing activit i,s, the subproject with highest priority for AID financing
is the expansion of CECORA's feed concentrates program. This program
was initiated ir 1970 under a special agreement between INCORA (the land
reform agency) and AID. CECORA became involved in coordination of the 
program throu,,h its member cooperatives. The agreement called for 
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U.S. donation of 35, 379 tons of corn to be used in conjunction with INCORA 
counterpart funds in the production and distribution of subsidized feed
 
concentrates to small poultry, swine, and dairy farmers in INCORA 
project 
areas. (See Section II A 2 for more detail.) 

In spite of the difficulties created by pricing and manage­
ment errors in the AID-INCORA feed concentrates program, the basis for 
a profitable activity has been created. It appears that the program can 
be an important way of serving small poultry, swine, and dairy producers in 
the areas in Cundinamarca, BoyacA, Cauca, and Val'e del Cauca. The funds 
would provide funds to purchase pelleting equ.pment for poultry feeds and 
to provide working capital for the purchase of raw materials and for producl 
distribution. (See Table II) 

As shown in Table 11, the largest 'omponent in the sub­
project is for working capital. Corn and sorghum which represent about 80';
of the cost oi feed concentrates must (for economic reasons) be purchased
semi-annually at: harvest time and stored until utilized. Other products in 
the ration can be purchased year round but must normally be held in the 
pio( ess of transport, processing, and distribution for about two months. 
Chattel mortgage loans can be obtained for about 50% of the value of commo­
dities storecd in bonded warehouses, but this is feasible only for grains. 

The following is an estimate of the working capital required 
to operate the CECORA feed mills (in Palmira and Bogota) at 90% of com­
nercial capacity. 

Working Capital Needed to Produce 50039, Tons/Year 

US$Millions 

Corn and sorghum 1.61 
By-products .05 
Feed meals .416
 
Flours 
 . 12
 
Minerals 
 .001
 
Pre-mixes 
 .037
 

2.Z34 
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Table II -
 Project Financial Plan 
- CECORA
 

(Thousands of Dollars)
 

lt 2nd 3rd
i) 	 Feed Concentrate 
 Year Year Year 
 Total
 
Activity
 

AID - Fixed
 

Investments 
 70 
 70
 

Working Capital*430 150 100 
 680
 

Total. 
 500 150 
 100 
 750
 

FINANCIACOOP
 

Wor].ing Capital*250 75 50 
 375
 

CECORA
 

Worki.ng Capital*250 
 75 50 
 375
 

Total 
 1,000 300 200 
 1,500
 

ii) 	New Marketing
 
Sub-Projects
 

AID 
 200 450 
 100 
 750
 

FINANCIACOO 
 100 225 
 50 
 375
 

CECORA 100 225 50 
 375
 

Total 
 400 900 
 200 1,500
 

TOTAL 
 1,400 1,200 
 400 	 3,000
 

The 	total 
amount of working capital ($1,430,000), together with
warehouse bonds 
for 	half of the value of the 
corn and sorghum
stored, will providc the $2,234,000 necessary for operation of
the concentrates activity at a 
level of 39,500 tons/year. Because
of inventory 
turnover (all inventory is turned 
over at least twice
each year), 
the working capital availabilities are sufficient to
provide 
the 	sales indicated in TABLE IV.
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But if we assume that 50% of the corn and sorghum costs can be financedwith short-term chattel mortgages, the total working capital for raw material 
purchase are about U. S. $1.4 million. 

CECORA believes that concentrate sales can be restored toprevious high levels and beyond (see Table III) with concerted marketingand technical assistance efforts. CECORA has recently hired two veterinariansto provide technLcal assistance to their customers and to work with INCORAand ICA extension agents in assisting low income farmers who wish to
 
become nevn, customers.
 

Table IV shows a projection of expected costs, sales, and
net infltJinc over the loan 
disbursement period. It indicates that the feedconcIrttiates activity will generate significant net incomes in the first yearof thc ioan w'tb sizeable growtl- in succeeding years. After the third year,net profits are e.:pected to level off at about US$200, 000 per year. Thislevel of net income should make it possible for CECORA to repay the
Financiacoop loan- and to 
have available resources for use in developing nz-wprograms to serve its members; to use in cooperative development in new 
areas and/or to redistribute as patronage dividends. 

The benefits of this subproject are expected to reach someI, (00 small p'ultry swine and dairy farmers with high quality and compe­titively priced seeds 
and with technical assistance. The loan would help toconsolidate t-e financial position of CECORA and affiliated cooperatives
and would also provide valuable managerial experience 
for CECORA affiliatedcooperatives and their members. It is almost indispensable for CECORA
to put its feed concentr'ates program a
on sound economical footing beforedirecting its limited, managerial talents toward development and implemen­tation of the second marketing type of subprojects described in the next
 
section.
 

(2) Marketing Projects in Integrated Rural Development Areas 

This part of the loan provides up to $1. 5 million in loanand counterpart funds to finance new marketing activity designed to helpsmall farmers in selected regions to market their products more profitably 
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Table III - Production of Food t"',ncontrates - CECORA 

(Metrio Tons) 

Yoar Bogota Valle Total 

1970 3,245 3,245 

1971 3,739 10,443 14,182 

1972 13,470 16,019 29,489
 

1973 15,083 19,030 34,113
 

7,644
1974 5,608 13,252
 

1975 (Proj.) 10,000 
 8,500 18,500 

1976 
25,000
 

1977 " 34,000
 

1978 
39,500 

UNCLASSIFIED 



Tale IV - Pro.jecQd Ii':m :I.-m Fd d Ooneentratcs -CEGORA 

(US$000 Dollars)
 

First ecoend Third 

Year Year Year 

Sales 4,190 5,700 6, 620
 

Ex pen.e s 4,060 5,5520 6,420
 

Raw Mativials 3,940 5,360 6,230
 

Po 1...' . 30 45 50
 

Other 90 120 140
 

Net, Inoome 130 180 200
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and efficiertly. Marketing has often becc ,farmers in ger.eral, -- rious problem for smalland for cOOpr-.ti\es ". particularmembers produce the 
when', the cooperativesame crop. CECORAexperienced is the oldest and mostcooperative marketing federa ;j. ;n Colombia,request of the and will, at thegovernment, subs!:ar1 tialIly expandrural development arias. 

its activities in the integratedeither expandin~g the operationstives, or working of existing cooperawith new ones to be created -;nder other partsCECORA will of the project.identify marketing bottlenecks (see p:irt (4)subloans ai-d technical assistance where 
)and pz-ovide 

necessary ta deal with these problems. 

Ore examplefor financing, would be cf the type of project that w-,ulda potato marketing activity be/Potatoes are aeligiblestapleitesm in 'lhe ciet of at lt-.st half of the
diticnallNv Colombian population, and havebeen an i:nportant tra­
areas, for 

in the principal integratedlarge numbers-of 
crop 

rural developn-e.i:small farriers. Asin the rainfall pattern, 
a result of annual variationlimited mar-ket information,capacity, pot.3tn prices paid 

and limited storageto farmers havedic!able, A USAID been quite variable and unpre­
vary 

study showed that wholesale
by as much as 

and farm level prices may25% fr.)inone day to 0-e next, and seasonal variations 
q .'e - -rLe. arc 

A case 
storage study of potatoes indicates that purchaseof pcl:'itoes and
 
high-ret-rn activity, 

dri.ng harvest with subsequent marketing is a very
and would have a stabilizing effectThe project wo-:id thus or, market prices. 
selected lo(at-.on for 

ccrs'st of building limited facilities in a carefullystarage and developing ainf'o-:mation. svstern cf price and marketingThe fixed investment in land w;:aldwould requirc a i!:r." amount 
he iinited, but the projectof fixed wo:'kiig capital andlevel of iarag .'l 

a relatively high
51'ki11 and adininis 
 -f :ive flexibility. 

(3) Marketing Promotional A(civ"ities 

As part ,-:f the propos&d AID gzant forCECORA will wcrk with rural cooperatives,UCONAL in cooperative pro7r.otionalin areas d-signa':ed by activitiesthe National Planning Office fo:'development integ:ated r'ralprojects. During the thv ee yearswill be expected of the project, CECORAto prcmote the develop:meat of marketing cooperaive or 
1/ Other possible projects include a yucca starch facility, freshand vegetable marketing and a fresh produce freezing facility. 

fruit 
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marketing activities of other cooperatives in these- areas. CECORA's promotiona 
efforts will seek to orient low-income f-r'rners toward more effective mar­
keting alternatives and demonstrate the specific advantages of group marketing 
efforts. The activity can be expected to increase the understanding of mar­
keting mechanisms, leading to efforts by cooperatives to reduce marketing 
costs by assembling larger quantities of single commodities, increasing 
the bargaining power of coop members, and increasing the flow of marketing
 
nformation.
 

As part of its pro-motional activity, CECORA will offer a 
special five-day cooperative and agricultural marketing training course for 
3, 700 low-income farmers in the GOC integrated rural development areas. 
CE7CORA's promotors will follow up with special marketing information 
progiairis for interested farmers, and provide assistance to pre-cooperative 
groups. Resources to finance the activity will include the peso equivalent of 
$150,000 to be provided by CECORA from the interest differential earned by
 
receiving low interest (9%) funds for working capital for the feed operation.
 

(4) Agricultural Marketing Project Promotion Program
 

Continuing discussions with CECORA over this proposed new
 
institutional orientation suggested that an element of te'chnical assistance
 
to CECORA for this particular program focus should also be recommended. As
 
noted earlier, CECORA fully accepts the proposed new project focus. Initial
 
discussions by the Loan Committee indicated that CECORA might be able to
 
combine these new project 'identification program efforts with those of the
 
cooperative development program described above. To some extent, we and
 
CECORA% continue to believe that the cooperative promotional program will, in
 
fact, generate new agricultural marketing project ideas/opportunities. How­
ever, it is preseatly considered more prudent and better management planning
 
for CECOKA to ,rganize and implement a special effort for the specific pur­
pos;e of project identification-analysis-implementation. In this fashion,
CECOIR will be able to generate early momentum in this important area of 
concentration which should result in more rapid project identification and, 
therefore, more assured early disbursement of the project resources. CECORA 
will devote approximately hali its earnings from the feed grains program 
(based on its receipt of project funds for working capital requirements at
 
97, which to some iegree replace higher cost commercial borrowing) to finance
 
promotional activities and identification and development of smaller, innova­
tive rmarkcti&,, activities, CECORA will make available approximately $50,000
 
peso equivalent annually for these activities.
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The proposed technical assistance funds will enable CECOIto augment its existng project analysis staff with the eservices of a full-time
marketing-agribusiness expert in project promotion and development.
This expert will assist CEGORA in defining the scope and objectives of theprogram, its organization and administration, and follow-up activities.
Additionally, provision of funds is recommended for use of shore-term
consultants, as necessary, for assistance in specific aspects of projectdevelopment (for example, in developing specialized market information,
product adaptation, processing facilities, etc. ). Both the full and short­
term consultant expertise is likely to be available locally in Colombia. 
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c. Cooperative Institutional Development
 

This part of the project is intimately linked
 
to 
the credit portion of the project, although it does not
 
directly involve loan financing. An AID grant will finance
 
promotional and service activities of UCONAL on behalf of
 
rural cooperatives; 
the National Cooperatives Superintendency,
 
financed by government budget funds, will promote rural
 
cooperativcs; 
the Peace Corps is providin, management

assistance to cooperatives and federations; 
an AID grant
 
to Catholic Relief Services will strengthen certain rural
 
coops; and the cooperatives themselves finance cooperative
 
leadership :raining. 

The UCONAL portion of this activity will be
partially financed by 
an AID grant (see PROP - Colombia:
 
Rural Savings and Loan Cooperatives). The basis for the
 
Cooperative Development activity is 
a five year institu­
tional development plan prepared with and for UCONAL by

Carlos Flores of COLAC 
(the Latin American Confederation
 
of Credit Ulions). The purposes Df that program are 
three­
fold: a) to promote and organize savings and loan credit
 
unions in rural areas; b) 
to reorganize and strengthen the
 
savings 
and loan credit unions already existing in the
 
rural areas; and c) to establish "Integrated Production
 
Credit Programs" for assistance to members engaged in
 
agricultural production through these rural credit unions.
 

In the first phase of the planned activities,

efforts will be directed at organizing small farmers into
 
basic credit cooperatives at a community level that, in
so 

the 
second phase, the membership can be encouraged to parti­
cipate in the integrated production credit programs of 
their
 
cooperative. The program is considered to be a basis for
 
further community action, enabling the membership to build
 
and develop organizational methods 
to deal with and solve
 
other problems related to agricultural production and
 
community development. 

The geographical focus of the project will be

determined by selecting those rural areas where there 
are
 
large (over 2,000) concentrations of small farms
 

Specific targets of the promotional program

during the three year AID/UCONAL project period are:
 

Promotion of Rural 
Cooperatives: 76 77 78 

No. (total) of coops. 30 80 130 
No. of members (total) 3,000 12,500 29,500 
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installation of Production
 
Credit Programs: 
 76 77 78
 

No. 	(total) coops: 
 2 12

No. 	of members(total): 

24
 
600 	 4,100 10,700
 

To attain these objectives, UCONAL's develop­ment plan incorporates the following elements:
 

(1) 	A series of seminars and courses 
for training
directors, and managers of cooperatives (12

seminars, and 50 
courses annually);
 

(2) 
Assistance and advice. in cooperative administra­tion to the cooperatives through UCONAL's training

of cooperative promotion specialists and agri­
cultural credit advisers 
for field work;
 

(3) 	Annual auditing services by UCONAL for cooperatives;
 

(4) 	Bonding insurance for cooperative managers and
 
officers;
 

(5) 
Life insurance for depositors and borrowers;
 

(6) Statistical information on production credit

activities and market information on prices

of supplies and commodities;
 

(7) 	Financing administrative expenses and acquisition

of basic office equipment by new and expanding
coops (for those coops developing the production

credit program);
 

(8) 
Coordination with other agencies/organizations

involved in agricultural technical assistance,

procurement of farm inputs, marketing, processing,

etc., to 
support the production credit activities;
 
and
 

(9) 	Production and development of basic information
 
(manuals, newsletters, instructional documents)
aspects of continuing cooperative development

activities for the participating coops.
 

PROJECT EXECUTION
 

The 	project efforts will be concentrated as much at the
community level, where new cooperatives will be organized
or where the existing ones will be assisted, as at a
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(iii) Organizing Committee
 

If substantial interest exists,
an organizing committee would be formed. 
 This committee
will be in charge of recruiting membership for the coopera.
tive, receiving the savi.ngs 
to be deposited, initiating
systems of accounting and preparing the necessary steps
to become legally incorporated as 
a cooperative. 
 In this
process, UCONAL will be very active, offering advice and

assistance.
 

(iv) Founding Assembly
 

In accordance with the existing
law on cooperatives, the Assembly would formally organize
a cooperati-'e, 

elect
the Directors, and approve its by-laws. 
 Again, advice
and assistance from UCONAL technicians will be available.
 

(v) Initiation of Activities
 

After legal formation, the coopera­tive will begin operation. The cooperative's Administra­tive Council will approve credit regulations and the Loan
Committee will be trained to analyze and approve loans.
During the initial period of operations, loans will
generally be directed toward family and household needs,
e.g., education, medical expenses, etc. 
 In this phase,
the credits 
Lo be made available will be based solely on
the savings 
resources of the coopecative membership it­self. At 
the same time, the cooperative management and
leadership will be 
trained in administration, accounting,

credit analysis, supervision, etc.
 

(b) Second Phase
 

Establishment of Programs of Integrated

Production Czedit
 

Among the rural cooperatives associated
with UCONAL, certain coops will be selected for the In­tegrated Production Credit program. 
Program implementation
will be taken in two steps; first, the establishment of
pilot projects; 
and second, the amplification and expansion
of these programs, from two cooperatives initially to 
24
cooperatives by the end of the third year.
 

Under this program, loans made by the coopera­tives will be principally for short-term credit needs 
(working
capital) of agricultural production. 
A small part of the
credit available will be for medium-term loans of 2 to 
5
years for the acquisition of tools and agricultural equipment
and machinery. 
 Livestock production, artesan activities, and
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section above. Technical assistance to cooperatives not affiliated with 
UCONA L or CECORA will be provided primarily through the National
 
Apprenticeship Service (SENA), although 
a certain amount may be provided
by the Cooperative University (INDESCO) sh,i)d this institution resolve its 
internal problems. All such cooperatives will be required to have a signed 
agreement with a cooperative assistance institution or a certification from
 
SENA that the cooperative is administratively and financially well run in
 
order to be #:,gible for credit under the program. case such
In the where 

assistance is :eceived from SENA, SENA has agreed 
to pay half of the
 
cost of the :,s-sistance, with the 
other half being paid from the interest rate
 
spread on loans under the project. SENA expects to be able to handle
 
troutvt-s-,n,;tiig and 
specific training assignments for 100 cooperatives
inn :allyv 

Cooperative federations are expected to substantially increase
 
their ser it',s and support role for rural cooperatives under the project.
 
'Tlelargest feleration, UCONAL, 
 will receive technical assistance in support
(f thelir expanded rural activities from the AID grant. [TCONAIL, other 
'edez atioms, arndt some of the larger cooperatives will lso receive manage­
me.t related a. sistance from Peace Corps Volunteers. The Peace Corps
has been opora2:ng a successful program of technical assistance for 
,',cperative s tor the past two years. Over twenty Volunteeis thave worked
 
la rigely wit ut'iin cooperatives in solving specific management problems
 
on sihort, th ree-nmonth assignments with each cooperative or federation. 
Tihe Peace (rtin has indicated a willingness to assign about a dozen 
Volt:uteers !() rui,21 cooperatives and federations in coordination with the
 
loan pr0,cc t. ':1he Volunteers who have 
 been sent to Colombia in the coopera-­
ti, es pro ran tvener ally have impressive credentials; many ate MBAs with 
cooperativcs 01 business experience. The Volunteers assigned to federations 
and large rut-t! cooperatives should provide in-deptl- assistance on about 40 
cases )cr year. The availability of assistance of this quality and qJuantity
is ,-xpected to facilltate the expansion of the role of federations in the rural 
cooper;t ive nxo%emernt. 

Support for a large group of rural cooperatives in tlbe San Gil 
area ot Santind r will be provided through an AID gran to Catholic Relief 
Services (CRS 1 . CRS has been working with this group of cooperatives 
in the past, and has developed an intensive supervised credit program for 
some 23 participating cooperatives with 18, 000 members. 

UNOLASS IFIED
 



-23-


Our evaluation of the capabilities of Financiacoop is that the 
institution requires no outside technical assistance. At least for the 
initial period of loan implementation, Financiacoop will be primarily 
concerned wi.-h the bankability of the subloans, leaving project development 
and evaluation activity to the individual coop federations and to the Coopera­
tives Committee. Never,..heleis, the project can be expected to put some 
strain on Finan iacoop's capabilities, and AID will require that Financiacoop 
contract for a n adrninistrative study of its operations at the end of the first
 
year of the project.
 

To a large extent, the project will simply mean that F'inanciacoo1 
will riiiko large loan3 to the cooperative federations -- to which it has lent 
small surnis In the past -- and consequently should create no serious adminis­
trative problemcns for the institution. Should administrative problems begin
 
ti, ,'mergt., the financial projections indicate that Finaaciacoop should have
 
the financi al resources available to pay for outside assistance. Given the
 
co'ntrol ot the cooperative movement over Financiacoop, there seerris little
 
dan ger that tOrministrative or procedural problems would prevent timely
 
flow of the financial resources from the project.
 

?.. The Mtechanism 

The pr,oposed loan will be sublent in its entirety by the Governmnent 
of Colombia to the Cooperative Finance Institute (Financiacoop), a privatc 
secondary 1enWt;ng institution owned by Colombian cooperatives. The subloan 
will be ulen."minated in pesos; its terms are discussed in the Financial
 
Analysis anid k-sues sections of this CAP.
 

Fi in,'iicoop will further sublend funds unde.r the credit portion of 
the proj,(i t is well as matching funds from its own resources and fro(ml a
 
redis( mint 
 ,redit line at tlae Bank of the Republic (BOR) to :;pccific eligible
 
rural k peratives final lending to small farmers! under terc ms and
io for 
conditions outl,Ied in the following section. At least 80; 01 the . subloans 
made under the credit activity of the project will pass through cooperative 
federations. The federations, which are made up of and controlled by those 
cooperatives which are their affiliates, provide services such as auditing 
and cooperative education for their affiliates. By channelling a major 
portion of prnjeU' funds through the federations, the project is expected 

UJNOLASS IFIED
 



-24­

to increase the representational role of the federations. The local coopera­
tive WLl receive assistance from its federation in preparing lending 
programs eligible for Firanciacoop financing and will depend on the federation 
to represent it before Financiacoop, thus facilitating its receipt of additional 
resources. The allocation of project funds among small farmer regions 
and the establishment and supervision of eligibility criteria for use of project
 
funds will be undertaken by the Project Committee subject to AID approval.
 

Under the marketing portion of the project, Financiacoop will sublend
 
loan funds ano matching funds from the BOR rediscounts to CECORA for
 
investment in 
 specific marketing activities. Up to half the funds will be allocated 
to a loan for working capital for the feed grains subproject. The length of 
this loan will depend on the conclusions of the feasibility study of the subproject. 
Incre-1.ed working capital will allow CECORA to increase its purchase of 
grains from its affiliated cooperatives, which are made up largely of 
agrarian refor-n participants. It will sell its feed concentrates on the 
open market a: the same government-established prices that hold for commer­
cial firms. CTCORA's high quality standards, in comparison with commercial 
firns, assure it a good market for its feeds. It will give priority in allo­
cating sales first to its affiliates and second to other purchasers in small 
farm regions. 

The other half, or more, of the marketing portion of the project will 
finance new CFCORA marketing activities in small farmer areas. It is 
likely, for instance, that CECORA would borrow project funds to finance 
installations and working capital for potato marketing. Any such subprojects 
will be subject "-o feasibility studies, upon which the length of subloans will 
be based. 

3. Eigibil ity Criteria 

Under the credit portion of the project, the definition of eligibility 
criteria for receipt of loan funds is the key to assurance that the additional 
credit made a'-ailaole by the loan is of direct benefit to the target group. 
In addition, eligibility criteria are to be employed to assure efficient project 
implementation. Criteria are to be applied both to rural cooperatives and to 
final borrowers. 
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The Project Committee will develop a positive list of rural coopera­
tives eligible to borrow under the project. Issue #1 presents the considerations 
which led to the expectation that a positive list will be defined. The criteria 
for inclusion on the list may be further refined but are currently expected 
to be that two-thirds of the eligible cooperatives' members are small farmers, 
small farmers being defined as owners of less tha:i 10 hectares and recipients 
of net incomes of less than $800 annually. In addition, the cooperative will 
have to demonstrate that its management is qualified by prior training and 
experience or has contracted with a competent organization (e.g. SENA,
INDESCO, UCONAL) to provide training. The cooperative will also be required 
to devote at :east two percentage points of its gross margin on relevant 
project fund,- to agricultural technical assistance for its members. That 
assistance nay be acquired under contract with public or private agencies 
or by the cooperatives' employment of its own agronornist(s). 

['he cooperative will also submit a lending policy statement which
 
defines the eligibility criteria of final borrowers and the minimum 
conditions 
under which loans will be made. For instance, to be eligible for receipt 
of loaw, funds .under the project, a borrower must devote his loan proceeds 
to agriculture production or investment in agriculture or livestock. The policy 
statement will also hav e to define a minimum interest rate of 18%/o. Minimum 
conditions regarding guarantees ratio between borrowingand the and capital

in the coopera1ve will be established by Financiacoop's Board of Directors,
 
who themselves represent federations and major cooperatives. 

It will be required of Financiacoop and its subborrowers that 
reflows of project funds, less amortization of AID loan funds, be reused 
under the conci.tions applicable to the original use of the funds. (See Covenant 
No. 5.) 

With respect to the marketing portion of the project, the Project 
Committee will determine the eligibility of the marketing investments sub­
mitted by CECORA subject to the following criteria: First, that all invest­
ments be supported by the findings of feasibility studies acceptable to the 
Committee and AID. Second, that no more than half the funds allocated to 
CECORA be d-voted to the feed grains project. Third. that CECORA expand 
its activities in the priority small farmer areas (see Section 1 B 2 - The 
Small Farmer P'ocus). And fourth, that at least half the funds available 
to CECORA be allocated to new marketing investments specifically benefitting 
small farmers '.n the priority areas. 
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D. Project Background 

I. Aricultural Sector Summary 

Alti-ough Colombia lies within a tropical zone, three tovwing 
ranges of the Andes Mountains branching northward from the southern 
border result in wide variations in elevation and climatic conditions. 
These physical characteristics have largely shaped the development of 
this agricultural sector. 

The roore amenable areas within the mountainous regions were 
the first to be !lettled. Here small farmers have been able to produce a 
subsistence living with "traditional" methods for several hundred years. 
These more temperate areas became and remain them ost populated regions. 
Coffee, traditionally the most important export crop, and basic food crops 
(Corn, potatoes, wheat, yucca,peas, carrots, and barley) are grown in 
these areas, largely by small farmers using low levels of technology. 

A second, so-called "commercial" subsector, has developed largely 
since World War I. It consists primarily of medium and larger farms 
located in the flatlands of the valleys, savannahs, and the north coast region. 
Because of the nature of the terrain and climate within the lowland areas, 
these farms require a higher level of technology and investment to cope 
with more serious problems of flooding, drainage, diseases, and insects 
than those encountered in the more mountainous regions. In general, this 
group of farrn.rs has been better able to avail themselves of credit, 
markets, mechanization, and improved technology; as a consequence, yields 
of many of the commodities typically produced (cotton, rice, oil crops, 
sorghum, sugar, beef, dairy, and poultry) have shown significant increases 
over time. ThL; has contributed substantially to the dualistic nature of 
Colombia's agri-ultural sector today. 

More remote from the original centers of population and infra­
structure -- in the eastern Llanos, the southeastern forests, and lower 
Magdalena River valley -- lie very large areas of potentially productive 
land and forest resources which are only beginning to be utilized. The 
agricultural potcntial of these scarcely populated areas is estimated to be 
greater than the present total agriciltural production of Colombia. However, 
much of this area may require substantial investment and a high degree of 
technical skill to bring it into production. 
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The Andean ranges separate the nation into distinct geographic 

areas. Improved communications have only recently begun to break through 

this isolation. Rapidly increasing population in the larger cities along with 

improvements in transportation and communication is resulting in the develop­

ment of a national market for agricultural products. There is increasing 

regional specialization in production and a gradual lengthening of the distance 

over which products are transported to the ultimate consumer. Traditional 

patterns of n-arketing have been inefficient and there is a growing awareness 

among public officials that improvements are required in this area. 

annual rateThe agricultural sector as a whole grew at an average 

of 4.0% between 1950 and 1972, resulting in a gradual decline in the importance 

of agriculture in GNP from 38% at the beginning of the period to 29% at the
 

rate of about 3% during the period,
end. Since population grew at an average 


grew less than capita. overall
agricultural output at slightly 1% per The 

trend, however, masks substantial iariations among crops. Coffee, the 

most Lmportant single crop, grew in uutput only until 1958, from which date 

of so-called commercialproduction has virtually stagnated. The production 

sugar, and cotton), increasedcrops (mainly rice, on the other hand, have 


8% per year throughout the period. Traditional
at an annual rate of about 


crop output (cz.ne for panela, beans, plantains, and yu-a) have been almost
 

stagnant, with production increasing by iess than 1% per year over the
 

or mixed cultivation crops has grown at.period. Production of transition 

about the saint rate as that of population -- 3% per year. Thus, the picture 

that emerges from historical trends is that of a dynamic commercial 

agriculture, combined with stagnant or declining traditional agriculture. 

Althouh one should not equate "traditional" and "small farm" 

agriculture, nor ''commercial" with "large farm,'" there is a rough correla­

tion. Table V indicates the change in the structure of farm size between the 

two agricultural censuses of 1960 and 1970. As indicated by the Table, 

a large number uf small farma disappeared during the 10-year period, while
 

both the number and size of large farms grew during the period.
 

Despite the shift towards larger farms and the relatively more 

rapid growth of production on commercial farms, Colombian agriculture 

continuesto remain principally a small farm agriculture. Table VI gives 

the breakdown of total farm production by size of farm for 1960, the most 

recent date for which such information is available. Farms under 10 

UNCLASSIFIED
 



-28-


TABLE V
 

'ARMS, BY SIZE, IN COLOMBIA
 

NUMBER AREA 

(Thousands of Heotares)
 

SIZE 1960 1970 1960 1970 
0-1 298,071 268,705 T32 126 
1-5 458,534 431,520 1,107 1,019
 
5-10 169,145 159,659 1,165 1088
 

10-50 201,020 217,873 4,211 4,653
 

50-200 62,307 74,316 5,676 6,750
 
200-2500 19,809 23,634 9,533 11,325
 

2500 dnd up 786 1,104 5,513 6,031
 

TOTAL 1,209,672 1,176,811 27,338 30,993
 

Source: DANE Censo Agropeouario 1960 and 1970
 

NOTE: The Census results include only the developed protions of
 
the Countries (The Departments), and exclude the outlying
 

areas (Intendenoias y Comisarias) that make up nearly half
 
of the national territory.
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TABLE VI 

AGRIOUIVJRAL PRODUCTION BY SIZE OF FARM 

Colombia, 1960 

TotalSize of Farms All Crops 
 All livestook Value added
 
(Ha.) %o T .
41 1.9 2.1 4.9 
 4.0
1-5 16.3 16.7 10.1 

5-10 ].4.0 14.1 6.7 

15.3 
11.6


10-20 15.2 
 15.2 7.1 
 5.4
20-100 25.2 
 25.2 19.6 
 23.4
i00-2,500 27.3 26.5 50.9 
 40.2
 

Souroe: Al Berry "Land Distribution, Inoome Distribution and the
 
Produotive Effioienoy of Colombian Agrioulture" Yale Economio
 
Grow"1.h Center Disoussion Paper #108, 1971.
 

UNOLASSIFIED
 



-- 

-30­

hectares produced nearly one-third of total crop output, while nearly halfof crop output and more than one-fourth of livestock productionon v s producedfarms under 20 hectares. While the relative importance of large farmshas probably increased since 1960, can be fairly certain that farmsunder 20 hectares 
one 

are still responsible for somewhat more than 40% of total 
crop output. 

From this general description of the agricultural sector,conclude that small farm we canagriculture is quite important to the total sectorbut that it has been stagnant relative to the large farm sector. 

2. Hist-orical Development of the Cooperative Movement 

in 1933, 
The cooperative form of organization was first recognized by lawand the first cooperatives in Colombia were established in thatyear. Since that time, the growth of cooperatives has been both steadyand rapid, as is indicated by Table VII . 

an 
By the end of 1974, there wereestimated 1,500 cooperatives, with one million members. The member­ship totals suggest that about one-fifth of the households in Colombia arerepresented in the cooperative movement. 

The National Cooperatives Superintendency (Supercoop) wasestablished ir its current form in 1948 as the government entity responsiblefor supervising and controlling the movement. New cooperatives wererequired to be registered with Supercoop, and all existing cooperativeswere required to send serpi-annual reports of their financial condition andeducational activities to the Superintendency. 

The majority of the early cooperatives were in urban areas,usually of workers in large enterprises. The main function of the cooperativewas consumption, though savings and credit cooperatives were also numerous.It was not until around 1960 that the cooperative movement moved to the nextstage of develo-,ment that of creating federations as mechanisms forprovision of services to members, as well as mechanismscooperative movement. for spreading theUCONAL, the credit union federation, was createdin 1959, while ASCOOP, the second large coop federation was created in
1960. 
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TABLE VII 

Evolution of Cooperative Movement in Colombia 
1933 - 1973 

No. of No. of 
Year Coops. Members capital Value of Operations 

1933 
1934 
1935 
1936 
1937 
1938 
1939 
1940 
1941 
1942 
1943 

1 
25 
48 
84 

12C2 
165 
165 
165 
203 
240 

1,807 
3,380 
5,519 

13,482 
19,886 
27,498 
37,911 
43,760 
43,385 
48,561 
51,965 

46,393.00 
197,136.00 
360,691.00 
692,542.00 

1,158,334.00 
1,751,249.00 
2,538.262.00 
5.289,763.00 
6,000,660.00 
7,823,527.00 

11,013,040.00 

164,736.00 
1,249,407.00 
2,514,974.00 
3.110,309.00 
5,143,349.00 
6,962,059.00 
8,332,769.00 

10,845,452.00 
14,891.7172.00 
21,104,306.00 
31,578.797.00 

1944 
1945 

240 
248 

53,820 
63.229 

11,568,025.00 
8,124,201.00 

34.704,075.00 
41.159.346.00 

1946 
1947 
1948 
1949 

266 
296 
363 
437 

68,245 
68,741 

114,719 
134,482 

11,918,904.00 
15,228.241.00 
22,740.683.00 
26.027,651.00 

48.485,401.00 
64,953,878. 00 

114,574,180.00 
136,138.254.00 

1950 
1951 
1952 

472 
414 
452 

145,943 
114,576 
116,130 

28,597,847.00 
28,848,207.00 
31,584,242.00 

188,440,410.00 
197,970,505.00 
223.150,554.00 

1953 438 123,111 36,702,690.00 318,076,344.00 
1954 
1955 

381 
385 

133.373 
135,047 

38,998.961.00 
42,308,808.00 

198,977,959.00 
214,586,950.00 

1956 
1957 
1958 
1959 
1960 
1961 

410 
410 
413 
409 
425 
639 

141,177 
175,510 
192,814 
233,817 
234,392 
384,824 

44,889.081.00 
46,736,979.00 
56,541,845.00 
61,287,386.00 
86,716,704.00 

102,318,724.00 

237,758,858.00 
268,052,014.00 
305,406,787.00 
373,098,461,00 
513,481,406.00 
523,714,461.00 

1962 
1963 
1964 
1965 
1966 
1967 
1968 

759 
1,056 
1,452 
1,553 
1,802 
1,807 
1,824 

443,02; 
494,474 
532,052 
627,315 
714,230 
805,810 
902,365 

119,594,885.00 
159,241,944.00 
184,232,433.00 
245,302,372.00 
318,411,483.00 
413,637.272.00 
508.937,679.00 

628,625,185.00 
787,213,423.00 

1,083,134,582.00 
1,435.261,476.00 
1,527,630,384.00 
2,174,728,249.00 
2,406,840,316,00 

1969 
1970 

1,634 
1,527 

812,786 
982,299 

636,361,868.00 
706,699,704.59 

6,634,016,610.00 
8,838,485,650.00 

1971 
1972 

1,529 
1,480 

1,045,488 
1,113,185 

892,533,103,00 
964,348,973.57 

9,244.036,822.00 
9,940,738,240.00 

1973 1,563 1,185,542- 1,150,468,325.00- 10,596,826,963.64 

* Estimates
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It wts also around 1960 that the rural cooperative movement began
to acquire significance. It is not clear why this occurred, though it probably
results from 'several causes. First, the creation of cooperative federations 
established a mechanism to expand the movement to new areas. Secondly, other
institutions, such as Acci6n Cultural Popular (ACPO), began to promote

development of cocperatives as a means of self-help in rural areas, and
 
may have had a significant impact. Finally, the government, 
 acting especially
through the agrarian reform institute (INCORA) established in 1961, began
promoting organization of the rural poor. INCORA began creating cooperatives
directly among recipiente of land titles, and about 1968 created an umbrella 
organization, CECORA, for these cooperatives. 

The establishment of cooperative federations appears to have cr-ated 
pressures for national level institutions to serve the movement. A cooperative
university (INDESCO) was established in 1967, with the major cooperative

federations as shareholders, and a cooperative financing agency 
(Financiacoop) 
was established in 1968. Both the major federations and many individual 
cooperatives became affiliates of Financiacoop. In the pekiod since 1968,

the movement 
has gradually strengthened these national-level institutions,

though without 
any significant involvement on the part of the government.

When the Lopez Government took office in August, 1974, 
 however, the 
government be;,an to take a more active interest in the cooperative movement
 
as a means of reaching the rural poor. A substantial credit iine for the
 
cooperative mcvement was established by the Bank of the 
Republic, and
 
an effort was begun to 
strengthen the Cooperatives Superintendency, which
established a terget of ensuring the existence of a rural production cooperative
in each of the municipalities in the country. 

3. Present Structure of the Movement 

The cooperative movement in Colombia can be thought of as having
four levels of organizational activity. At the lowest level are the individual 
cooperatives, which are free associations of the members, which elect
their leadership and cdecide the type of activities in which to involve them­
selves. Table Viii gives a summary of the cooperatives in Colombia at the 
end of 1972 by type of activity. There are some problems with the cate­
gorization given in the table, in that some cooperatives listed as savings
and loai, coops may actually carry out additional functions. Additionally, 
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TABLE VIII 

COOPERATIVES BY TYPE
 

No. of Cooperatives No. of Paid-in
 
Type Urban Rural Total Members Capital Operations
 

(Colombian pesos)
 

Educational
 
(cooperative
 
schools) 59 32 91 11,497 3,559,754,32 24,125,432.56
 

Agricultural 39 140 179 171,016 99,897,205.00 3,050,271,234.00
 

Consumpti on 
(specialized) 76 22 98 43,2U6 32,582,153,00 618,678,685.00 

Savings & Credit 499 71 570 417,221 277,331,208.00 2,121,020,857.00 

Artesanal 10 6 16 1,199 1,491,520,25 13,281,973.VCr 

Transport 153 -- 153 17,892 54,211,379.00 584,873,282.00 

Housing 38 -- 38 13,857 18,345,215.00 197,995,205.00 

.ulti-Functional 222 21 243 407,925 460,384,754.00 3,273,564,813.00 

Others 89 3 92 29,372 16,545,785.00 56,926,758.00 

TOTALS 1,185 295 1,480 1,113,185 964,348,973.57 9,940,738,240.2
 

Source: National Superintendency of Cooperatives, Statistical Office
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TABLE IX 

RURAL COOPERATIVES IN COLOMBIA 

(thousands) 

TYPE NUMBER NUMBER OF MEMBERS 
AGRICULTrURAL 115 36 
CREDIT 119 92 
COFFEE 36 64 
MULTI-USE 31 13 
CONSUMER .18 2
 
ARTESANAL 13 2 

332 209
 

RURAL COOPERATIVES BY AFFILIATION / 

FEDERATION No. of COOPS No. of MEMBERS CAPITAL 
(thousand) (million pesos) 

UCONfL 90 50 48 
CECORA 25 19 22 
FEDECAFE 43 74 80 
FENACOOR 22 12 9 
ASOCREDITO 13 7 5 
ASCOOP 5 14 23 
CENCOA 7 25 20 
CALDAS 3 3 7 
FEDETENZA 5 1 0.2 
COOPCENTRAL 23 18 14 
UNAFFILIATED 141 54 85 

TOTAL 332 209 247
 

Source: COOP Fedorations
 

i,/Because of frequent double affiliation, considerable double counting
 
is inoluded in Table. Total, however, excludes double counting.
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there is a significant conceptual problem in the definition of cooperatives
 
as either urbar or rural. 
 The definition used by the Superintendency is
 
simply the size of the city where the cooperative headquarters is located.
 
Cooperatives in cities with more 
than 20, 000 population are considered
 
urban. This may understate the number of rural coops, since many cases
 
exist where cooperatives 
made up of rural members have their offices in a
 
city. The Mission has undertaken a more detailed analysis to determine
 
what cooperatives are actually rural, and the results are sumrrarized 
in 
Table IX. In essence, some 325 cooperatives with 192,000 members should 
be considered rural. The rural coops are principally savings and credit 
and agricultural production or marketing coops. 

The second level of cooperative operation is that of federations 
of individual coops. The federation can provide services of various sorts,
 
such as technical assistance, external audit, and adm;.nistrative services.
 
Officers in the federation are elected by the representatives of the member
 
coops, so that the federation is generally quite representative of the wishes 
of its member cooperatives. There are some eighteen cooperative federations 
or quasi-federations in Colombia, whose activities are summarized in 
Table X.. Five of these are important in the rural sector. 

At a third level of operation are non-governmental cooperative

service organizacions. In Colombia, there are two -­such organizations 

Financiacoop and Indesco. Financiacoop acts as a cooperative financing
 
agency, channelling external resources into the movement, while Ir.desco
 
serves the movement by providing both general training for persons intaested
 
in cooperatives and specific programs 
for individual coops or federations -­
this latter on a iee basis. Both Indesco and Financiacoop were created by
the cooperative movement, and both are directed by representatives of the 
major cooperati'-e federations. 

The final organizational level of the cooperative movement oneis the 
of national government. The National Cooperative Superintendency is the only
institution of this type in Colombia, and it provides the general registration 
and control function to the movement. 

The structure of the movement given above has served to make 
the first three levels of the movement quite responsible to the wishes of 
the members. Although this democratic structure has sometimes resulted 
in fights among cooperative federations concerning policies of Financiacoop 
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TABLE X 

COOPERATIVE FEDERATIONS IN COLOMBIA 

TYPE No. OF COOPS No. OF MEMBERS 
CREDIT UNION 280 150,000 
CREDIT UNION 
CONSUMER 

13 
86 

7,000 
116,000 

CONSUMER 40 N.A. 
MARKETING 
TRANSPORT 

22 
59 

12,000 
8,500 

EDUCATION N.A. N.A. 
HOUSING N.A. N.A. 
URBAN WORKERS N.A. N.A. 
URBAN WORKERS N.A. N.A. 
AGRICULTURAL 
AGRIDU LTURAL 
RURAL CREDIT UNION 

25 
7 

23 

19,000 
25,000 
18,000 

RURAL CREDIT UNION 5 600 
RURAL URBAN WORKERS 11 5,000 
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and Indesco, such disputes have tended to b, temporary, and such institutionshave generally bern reflective of a consensus of the movement as a whole.In essence, then, the movement is a broadly-based system, controlled bythose it serve-s, and consequently responsive to their wies. 

While the broad outlines given above are generally accurate, thereality of the movement is somewhat more complex. In fewa cases,as that of Cf'CORA, cooperatives 
such 

are not simply free associations of peoplewho have .joined together for a common purpose, but rather creations ofthe governn.ent, which maintains a more or less strict control over theiroperations. Additionally, the structural lines among the levels of the move­'ment are not all clean. Many cooperatives are not affiliated with anyfederation, and have direct relations with the third-level insitutions. Inother cases, th support to a group of cooperatives nay be provided by an,)rLVanization that is not a federation. The principal example 
of this is the
Coffee Fedcr ition, an organization involved principally in non -cooperativematters which Drovides financial and technical assistance to the coffee
cooperatives of the country. 

4. Relacion to GOC Priorities 

Whilt the current GOC has not published any overall development
plan, it has i ndicated clearly that it considers the highest priority 
forgovernment investment to be for prograrrn-aimed at improving the quality of
life of the poo"est half of the income distribution. In applying this general
principle, the GOC has focused on nutrition as the central element of itsitrategv. in toe short run, it feels that improved nutrition is the mostimportant means 5y which the poor half of the population can be assisted.The nutrition strategy has two elements: to ensure that more and higherquality food reches the poor, both urban and rural; and to increase agri­cultural productiv'n in order to make more food avaikble. Thisis a two-pronged one, in second elementthat greater agricultural production should bothprovide nore t'iud tro the urban sector and, by increasing farm incomes,improve the nutrition of agricultural workers. The GOC agriculturalproduction effort has concentrated primarily upon increased productionsmall plots, and is currently designing projects (to be financed 
on 

in part bythe IDB and the IBRD) for production stimulation in all the areas of thecountry with large concentrations of small farmers. The GOCcooperatives as an important means 
sees 

of reaching large numbers of small 
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farmers with- credit and technical assistance, and consequently gives this
 
project a high priority. Prior to dipcussions concerning this loan, the GOC
 
had already hegun taking steps to stimulate cooperative development. The
 
1975 budget of the Superintendency included for the first time (at least in 
recent years, budgetary funds for the development of new cooperatives, 
and the Superintendency began developing a long-term cooperatives development 
strategy. A resolution of the Central Bank Monetary Board last October
 
created a line of credit for cooperative development through Financiacoop
 
equal to 25C% of that institution's capital and reserves. This additional credit
 
has already begun to flow to the cooperative movement, and has stimulated
 
considerable interest in cooperatives development.
 

In essence, then, the proposed loan does support the central GOC
 
priority for government investment. This priority has been indicated both
 
by GOC statements of strategy and by concrete commitment of increased
 
resources to the cooperative movement. 

5. Relation to Other AID Assistance 

AID has been involved in the cooperative movement in Colombia since 
the early 19"03. A summary table indicating AID's involvement in the 
sector is shown a Table XI. This involvement, however, has been rather 
limited, and has related only to specific aspects of the movement. AID 
funding to CUNA allowed it to provide limited assistance to UCONAL in 
stimulating th,! credit union movement in Coli)mbia. An AID-financed 
expert wrote a report proposing the creation of a cooperative financing 
institution, which helped serve as the basis for the creatinn of Financiacoop. 
Some long-term advisory assistance was provided to coops in fruit and 
vegetable marketing. A 1 969 study of the Colombian cooperative movement 
by CJXSA continues to be the basic analytical document concernirg the movement. 

In the area of capital assistance, AID has been involved in three 
parts of the cooperative movement -- rural electric cooperatives, housing 
cooperatives, and agricultural marketing coops. In the first of these cases, 
a $1, 3 million loan was irade for electrification of three rural areas in 
Colombia. Though the project was a technical success, the cooperative 
form of organization was ultimately adopted in only one of the three munici­
palities. In the other two munici.palities, responsibility was assumed by 
government agencies, and there .appear to have been no subsequent efforts 
at establishment of rural elect ric coops in other parts of the country. Two 
million dollars equivalent of counterpart funds to AID program loans were 
later used for pilot cooperative housing activity, with technical assistance 
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TABLE XI 

AID ASSISTANCE TO COOPS IN COLOMBIA
 

PURPOSE 


Credit Unions 
Artisan and Industrial Coops
Agricultural Marketing Coops 
Rural electrification 
Housing 
Cooperative Education (OCA) 

Clusa Report and Other 


1960-71
 

(thousand of dollars)
 

Grant Loan P1-480 

86 1/
 
501
 
107 4,890
 
33 1,048
 

278 2,000
 
380
 
50
 

1,435 3,048 4,890
 

_/	Excludes $35,000 used to make a movie. 
Counterpart Funds 

Source: ATAC 
 Rsport on AID Assistance to Cooperatives,
 
and Missicn records.
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from the Feaer,,tion for Cooperative Housing. While the project had some 
demonstration effect, cooperatives continue to be a very marginal means of 
providing hotising in Colombia. The third area of AID capital assistance -­
and the only one with direct relevance to the current project -- has been use 
of PL 480 commodities in a poultry and livestock feeding operation carried 
out by the cooperative federation of agrarian reform recipients, CECORA. 
This experience is discussed in some detail in Section II A. This project 
was not very successful. Initially operated with a large subsidy to the 
producers, the project ended prematurely in mid-1973 when supplies of 
PL 480 commodities became scarce. The ending of this subsidy at a time 
when grain prices were quite high resulted in a rapid rise in input costs and 
forced CECO'RA to both raise input prices and subsidize the operation, 
which nevertheless declined substantially in size. The principal error in 
the project formulation appears to have bien the use of a subsidy to the 
producers under the program. Had thin/geen done, termination of PL 480 
supplies might not have hctd any significant negative impact on the project. 

This project also bears some relation to several projects currently 
being studied by the Mission in other areas. A proposed loan for pick-and­
shovel roads should assist some areas where the farmers are receiving 
credit for production or markedng from the current loan. Indeed, cooperatives 
in the past have been sometimes operated successfully to convince the govern­
ment of the need for assistance in this type of farm-to-market roads, and 
provided a channel for the recruitmertof volunteer labor to help build such 
roads. We expect the cooperatives assisted by this loan to provide the 
same function in the future where appropriate. 

In addition, a small farmer development loan, now undergoing 
intensive review as an FY 1976 project, will seek to develop and test 
technological packages of productive-input combinations that will allow 
small farmers to substantially increase their yields and incomes. To the 
extent that the loan is successful in developing such packages, the cooperative 
system will be used as one means for disseminating them. AID will ensure 
that the results are available to the cooperative federations, and that the 
federations provide technical assistance to member coops in adopting such 
technologies. 

Finally, an AID loan that would provice assistance to SENA (the 
National Apprenticeship Service) and Acci6n Cultural Popular (a private 
educational organization importat in rural areas) is currently in the process 
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of intensive review. The loan would not assist directly the cooperative
educational activity qf either organization, though both organizations do 
engage in such activity. In tI'e case of SENA, however, the entity will be 
directly involved in assisting in the implementation of the current loan, 
so that prope,- coordination between the two projects will be assured. In 
tie case of Accion Cultural Popular, the impact on the cooperatives sector 
is principally through the institute's radio programs, which serve principall
to create interest in the cooperatives concept, thus serving indirectly in 
the implementation of the current loan. 
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SECTION II - PROJECT ANALYSIS 

A. Institutional Analysis 

1. Exe'uting Agency - Financiacoop 

The National Cooperatives Financing Institute (Financiacoop) was 
established in 1968 with the legal status of a private entity, though it 
was given certain specific legal rights by law. It is owned and controlled 
by its member cooperatives. Financiacoop plays important role in thean 

promotoIL of cooperatives by serving as a sort of national cooperatives
 
bank for its affiliated cooperative federations and independent cooperatives.
Though its main operating activity is credit for its affiliates, the institute 
also carries out a small amount of cooperative education activity. 

Finahciacoop derives its special status from the fact that all
 
cooperatives .n the count;y are legally required to maintain 
25% of their
 
legal reserve i-s a deposit with the institute. In practice, it has no 
means 
of enforcirg thi.3 requirement other than the periodic sending of a reminder
 
letter to non-participating cooperatives. Though only 612 of the country's

estimated 1, 500 cooperatives are members of Financiacoop, the affiliates
 
represent the bulk of the cooperative movement in terms of membership
 
and capital and all of the country's major coop federations. The principal

advantage to affiliation with Financiacoop results from access to its credit
 
availabilities. The recent increase in this availability has led to rapid

growth in membership applications in recent months.
 

The institute's credit availabilities stem (in addition to member 
deposits) princLpally from access to several rediscount lines with the Bank 
of the Republic: one for 25 million pesos, one of 20 million pesos for 
agricultural credit, and one equal to 2. 5 times the institute's paid-in capital.
This latter line was created in October, 1974, as part of the government's
policy of stimula ting the cooperative movement. Generally, the institute 
is allowed four points on its rediscounts -- Financiacoop lending at 11%,
and being rediscounted at 7%. The institie has grown rapidly since its 
inception, with capitaliation increasing from 14 million pesos in 1969 to 
68 million pesoi at the end of 1974. Recent balance sheets and profit 
statements for the institute are shown as TablesXII and XIII. The institute 
has had very favorable experience with repayment. Loan delinquency has 
been held at 2%, and there has been only one significant instance of default 
in the history of the organization (when UCOPAN, a marketing cooperative 
federation, went backrupt in 1973). 
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TABLE XII 

FINAN CIA COOP 

Income Statement 
(Colombian pesos 000) 

1971 1972 1973 1974
 

Income 3, 532 7 7,017 9,230 

Administrative Services 823 1, 323 1,430 2,077 
Inteyest & Commissions 2,280 3,202 5,197 6, 830 
Investment Income 429 155 263 -
Othe: - 70 127 323 

Expenditures 2,694 3,348 4,667 6,668
 

Personnel 1,261 1,477 1,559 2,252
Administrative 66 224 34 678 
Interests & Commissions 831 1,123 1,774 2,104 
ContribLtions to Coops 42 50 65 54
 
O-her 494 474 1,235 1,580 

Surplus(+) or Deficit(-) 837 1,402 2,350 2,562 
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TABLE XIII 

FINANCIACOOP 

Balance Sheet 
(Colombian pesos 000) 

1971 


Assets 42,693 

Cash & Banks 
 706 

Accoants Receivable 794 
Loans 
 40,283 
Invettments 595 

Rerl Estate 315 

Equipment & Vehicles -

Liabilities 27, 301 

Accounts Payable 52 
BOR 
 26,620

Interests & Payments 397 

Severance Payments 232 


Capita and Reserves 15, 392 

Paid-hi Capital 14,209 

Legal Reserves 168 

Funds & Reserves 
 443 

Deferred Debt -265 

Accumulated Profit or Loss 837 

1972 


61,697 

1,805 

1,597 


54,219 
1,668 

1,945 


463 


42,512 

1,462 

39,797 


903 

350 


19,184 


16,904 

377 

800 


-299 

1,402 

1973 


84,_395 

2,889 

673 


76,173 
2,281 

1,868 


511 


58,229 

1,364 

55,535 


925 

406 


26,165 

21,845 

658 


1,617 

-305 


2,350 

1974
 

162,653 

38,586 
1,435
 

118,482 
1,784
 
1,783 

583 

87,946 

732 
85,361 

1, 334 
519 

74,707 

67.778
 
1,128
 
3,654
 
-415
 

2,562 
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Fin-inciacoop operations directed by its five-member Boardof Directors, 	
are 

which appoints the general manager and 	approves all loansexceeding onn million pesos. 
 The Board derives its authority from the
General Assembly of all 	Financiacoop members, which meets annually toelect directo-s, revise the governing statutes, and approve the annualof the 	 reportBoard of Directors. The current Board is made up of two representati%.each of the two major cooperative federations, UCONAL and ASCOOP, andone representative from an unaffiliated cooperative. A new Board will beelected in Jane, 1975.
 

The past lending policies of the institute have
to individual cooperatives rather than 	
tended to favor loansto federations.this emphasi.j will be shifted, at least in the 
Under the project, 

case of rural cooperatives.The general policy of the institute has been to favor production 	and investmentloans where possible. Within this general orientation, loans have tendedto favor cooperatives in 
on repayment capacity. 	

strong financial condition, with emphasis placed
Table XIV shows the breakdown
of Financiacoop lending in recent years. 	
by type of cooperative

Loan processing usually requires
about two weeks, and loan maturities range from 
one to five years, depending 
on use. 

Finarciacoop currently operates only in Bogota, though expansion tothe other major cities of 	the country is now under active consideration.An organizatioial chart for the institute is shown as Table XV. The entityhas 26 employ es (seven professional, five technical, and fourteen clericaland service). One of the seven professional -and two of the five technical
personnel are women.
 

No major increase in staffing 
is projected for Financiacoop, since,at least for the present, its only role is that of channelling additionalresources into the cooperative movement, principally through the coopfederations. The function of project evaluation for developmert contentwill be carried out by the Policy Committee, while thedistribution to, 	 role of creditand financial analysis of, individual cooperatives will becarried out by t.ie federations. 
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TABLE XIV
 

FINANCIA COOP 

Lending Activity, 1969-74
 

(million pesos) 

Type of Cooperative 1969 1970 1971 1972 
 1973 1974
 

Agriculture 4.2 4.4 5.2 
 11.0 19.2 28.0 

Industry - - 0.8 1.3 1.8 9.3 

Transport 0.1 1.8 1.3 1.1 1.9 1.7 

Consun-er 1.7 1.2 1.9 2.2 0.7 5.1 

Housing 0.1 6. 3 3.4 4.7 9.7 23.7 

Credit & Multiactive 13.0 37.9 46.9 50.6 57.6 69.5 

Total 19.1 51.6 59.2 90.970.9 137.2 
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2. Recipient Institutions 

a. UCONAL and Affiliates 

The Union Cooperativa Nacional de Cr6dito (UCONAL), 
Colombia's principal credit union federation, was established in 1959 by 
thirteen credit cooperatives. It appears to have been the first cooperative 
federations established in Colombia -- at least of those currently operating. 
The organization received technical assistance and training during the 
1962-65 period under an AID/CUNA project. The principal goal of the 
project appears to have been the creation of new credit unions, in which it 
was suc.essfu!. By the end of 1964, UCONAL had 329 affiliates, with 
60, 000 members. After the end of this project, the number of members of 
UCONAL cooperatives continued to grow steadily, to a total oi 153, 000 at­
the end of 1973. The number of cooperatives, however, began to decline 
slowly for steveral years, both as the result of consolidation of small 
cooperatives into larger ones and as a result of the disappearance of weaker 
ones. The cucrent level of 280 member cooperatives represents a slow 
increase over ,he past several years, after the period of consolidation. 
Between 1970 and 1972, UCONAI, affiliates in one region of the country 
attempted to mcve into food marketing in urban areas. This proved to 
be beyond theii capabilities, and the activity ended with a loss of some 
4 million pesos, which was assumed by UCONAL. The activity has appa­
rently had a major impact on attitudes within the organization. Prior to 
this experience, UCONAL paid little attention to questions of financial 
management or to capitalization of the movement, tending to use below-market 
or subsidized operations where possible or necessary. The traumatic 
experience of the iupermarket losses, however, has caused a strong 
reaction to the previous social orientation, and has resulted in the current 
management of the organization emphasizing good financial management 
and economic feasibility questions. Since the organization was restructured 
in 1973, its general financial condition has improved substantially. 
Balance sheets and profit statements for the organization of the last six years 
are shown as Tables XVI and XVII. 

UCONAL operates a national office and six regional offices 
throughout the country. The federation employs 82 people -- 24 exect ive 
and technical-level people, and 59 clerical and service employees. An 
organizational chart for the federation is shown as Table XVIII, while 
Table XIX shows a proposed reorganization, to be undertaken in conjunction 
with an AID grant project. 
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TAB E XVI 

UCONAL 

INCOME STATEMENTS, 1969-74
 
(thousand pesos)
 

1969 1970 1972 1974
1971 1973 

INCOME 
 1,553 1,951 2,878 4,653 7,406 9,495

Membership Quotas 744 
 746 965 1,174 1,474 1,543

Administrative Servioes 
 229 217 669 1,247 1,537 2,539
 
Interest & Commissions 177 
 132 221 1,142 1,685 2,089

Income from Sales 
 60 312 749 610 1,229 2,192
 
Other 
 343 544 
 274 480 1,481 1,132
 

EXPENDITURES 1,514 2,145 5,002 5,142 7,255 890
Personnel 1,062 1,279 2,991 
 2,907 3,398 4,194

Administration 
 346 723 1,527 1,191 2,192 2,187

Financial Charges 106 143 373 896 
 1,393 1,795
 
Reserves 
 -- -- i1 148 272 733
 

Surplus (+) or Deficit
 
Before Exiraordinary Items 
 40 -193 -2,123 -489 150 586
 

Extraordinary Profit (+)
 
or Loss 
 / -- -- -- -1,118 -995 209 

Net Surplus (+) or Deficit 40 -193 -2,123 -1,607 -845 795
 

1/ This item refers to debts of UCONAL affiliates that were assumed by UCONAL in
 
relation to losses incurred by the affiliates a supermarket development project.

Final liquidation of the project occurred during 1974.
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4 .~2~<;~i,~ 1:;;21~ ~ CONAL. . .~~ 

-' BALANCE SHuEET 196g 74 
.5. 5.'-(thousand pesos)~ 

199 '' '1970 1971 
jjo 23,370 !§it 

94-21972 .:..173
I'~47 ,624 1110 -Gash .&Banks -90 72. 1,517 2,817 2,291 8,44Aooounts Reoesivable 574 993 3,255k 8,698. 6,236, .,9~"'Dep'osits 8 7,2986121514


61
281 1- 9,407 1499144Inventories 279, 4
4 ,531 1 3 . ,07-.-- ~ to -...-

Investments .365 
 411 277M2
RealEstate 
 81 1 7;8
Equipment & Vehioias 58, 
 99 182 l99~ 1654-- 7~464
545 881
thr- 2,326 1'1459, 1,657- 1:136~
 
-365 
 218 191 200
 

IABILITIES 2,045 4,404. 11, 316' j18,491 2376 4,4 5Aeooout P ya l 1,235 2,670 7,902,, 13,453 19771 18,714q.

Deoib84 1,9792 3,447198 2 416Severanoe Payments 

?1~2
 
81 54 
 154 136
Cooperative Investment Fund 163 596
645 1,482 1,128 1,454 1,409
Deferred Charges -­

- -1313 
 ,4
 
CAPITAL& RESERVES 
 422 280 
 -176 -1,2712 -426 -- 8,4
Paid-in Capital 

. 

48,14


Funds & Reserves 244 244 1,647 2,009 3,'334 11,347178 229 514 664" L 029' 9Other 
Aoaumulatod Profit or Loss 

90. 

193 -2, 337 -3, 944 -4,789 43,994 
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The 280 UCONAL affiliates had 325 million pesos in savings at
the end of 1973 and a loan portfolio of 378 million pesos. Some 230 of

these affiliates have 
 at least one full-time employee, usually a manager.
Some 90 of UCONAIL's affiliates are rural cooperatives, with a membership
of 50,000. These cooperatives were capitalized at 50 million pesos and
conducted total lending operations in 1973 of about 180 million pesos.
Interest rates charged by the rural cooperatives were generally 18% per
year (I 1 ,'2,, per month on outstanding balance), though some member coops
charge 2% per month. 

A recent stud f savings habits of Colombian households
developedby means of a survey, a profile of savers in savings and loan
cooperatives. Since 80 % of the survvy respondents were UCONAL members,
the results sould be broadly representative of UCONAL members. Ac-crding
to the survey, the average income of savers was pesos2,000 (80 dollars)
per nouth. F.Partv-five percent of the savers lived in large cities, 22% 
in rural areaE,, and the remainder in small and medium-sized cities.
 
Seventy-five p'trcent of the 
savers are male, and the majority of the 
savers have Less than higha school education. Sixty-four percent of the

membenrs saved regularly with each 
pay check. The principal reason given

for saving was capital accumulation, 
 with housing and education for children
 
follow'ing in impokrtance.
 

The member cooperatives pay an annual membership fee on 
it.41idiin scile ranging from 0. 5% to 1% of their loans outstanding. in
 
addition 
to thi:, fee, members pay separately for the principal services
 
offered by the federation, and are required to maintain 
 5% of their legal
 
reserve as shz,.res in UCONAL.
 

Tl11, functions provided by UCONAL for its affiliates include: 

- Audit. The federation provides a standardized accounting

system for its affiliates, and provides 
audit services for about half of its 
members. 

- Training. A wide range of training courses is offered,
ranging from ger.eral seminars on cooperativ-ism to courses on administrative
control and manigement. In 1973, it operated 250 courses and seminars 
for 5,000 participants. 

Alfredo Ocarnpo Famorano, "El Ahorro y la Gente enColombia," 1975. 
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Insurance. UCONAL provides life insurance for members 
and employee t, using a CUNA affiliate. 

- Credit. UCONAL made 210 loans to its affiliates in 1974

for 19.0 miilion pesos and had a loan portfolio of 14.2 million pesos 
at the
 
end of the year. Sources of funds are internal resources, borrowing from
 
Financiacoop, 
 and borrowing from commercial banks. The latter is usually
based on use of compensating bank balances obtained through the use of a
 
centralized account for member cooperatives.
 

- Legal Assistance. The federation provides general legal

assistance to its affiliates. In practice, 
 this involves assisting new
cooperatives in legal formation, and helping others when they have legal
 
difficulties.
 

- Cooperative Organization. UCONAL organized the great

majority of i's current affiliates, but currently has 
no separate cooperative
 
development program.
 

Under the AID grant described in Section I C 1, UCONAL will
reorganize its national office, establishing two new departments -- technical
assistance and cooperative development. The former will be responsible for
assisting rural coops in developing appropriate technical assistance programs
for their menbers, while the latter will have responsibility for assisting
rural group, in creation cf new cooperatives. 

(i UCONAL Capacity to Implement this Project 

Under the AID grant described in Section I (C) 1, UCONALwi 11 re,,rgatie its national office, establishing a new department for tech­
iical Issi;tarice and cooperative development. During the preparation of
UCONAL'!; cooperative:; and institutional development program a detailed
e>:amination wa, undertaken ot UGONAL's administrative capacity to eoxecute
tilo project. As a result, certain administrative changes were suggested
and dis'utssed with UCONA. These have been incorporated in the following
d isci:;ior• 

UNCLASSIFIED
 



-54 a-

Technical Assistance and Promotion Division 
(See Table XVIII)
 

Under the proposed project, implementat ion respon:, kbilitiesfor tile cooperaLive.,; development program will be assigiied to this division, 
utilizing the personnel of the six regional UCONAL offices in Bogota, Cali,Medellin, i tlcaraimianga, Barranquilla, and [bague. The division is divided

into a 'r ai1i n$ Detpartinent and ' i)epartment of A riculILu ral Credit 
Assistance 

Th'e er ;olnnel of UCONAI,'s regional offices will be ini chargeof providing odmini:;trattivc assi::tance and support to the existing coopera­
t.ive.;, and !o," the, organ ization and promotion of- new cooperat ives. l'o , iville ntih n, per:;onnel of tilt reg ional offices 'i fnew cooperatives 
promotitn specl i.5 t will be hired. 

Facl v'ional olf ice will be headed up by :i !eioiial '.1anager
re(:; .t,,it) Ic to tII 1)i rector oI the TecIiiii cal Asis,;tance and PromIotion 1)i vI ­

ioil. The 1lIt tCc wi I di rectly supervise the personnel of the pl)eartment­
of A riciltIuraI Pi'rodutL Lion Credit As;i ,;tance. A.s the pro, ran i:; expanded,
t:hii; IepartuePLt wi 1 ; moress;ume independent respons ihi I i ty and will focus
v:clu: ;iwely tit. providing services to rural cooperatives. In the first year

' ite pro.(',, this departinent wil have two 
 advi sors charged wi tl develop­
ilng: the dellitntns'1 ion projects in production credit, as described earl ier
in ,it I (C), In the second year, four additionial advisor; will be
lii cd. The res;pons ibii I ty will bc to assist in the deve I opment and imp ie­
metinLation oi i( integ,rated production crodit programs. 

'', laiiin n 1)epartment billbe in charge oe p)rogramming and
coort! ci ti, iii act ivit ie ; relating to education and trainin, at both tiue
 
rcg ional iid iaLional lIvel . These 
 training progrtms wi 11 be e:xcuted

each titni Iiziiing the expertise and knowledge of all 

in
 
regional personnel,


the uauI'l'l, ,lttit and leadership of exi;ting cooperatives in each region.

Siict' tiit, activities of t:iiis department will be notably increased under this
 
p 1t)i5''15, li as'; i tatit to tile Director of Training will be recruited. A
portioiillo01li \ I) grant support proposed for IJCONAL will be used to cover
the additi I [oct-alel expenses t-o be incurred in the three-year project

perioi tor the iIrpoe:; des.;cribed above.
 

'Iho -xami nation of the other departments and divi.;ions of
i, ildUCONAI, r t. in a determination that no direct or iiiiiediate increase in
 

p(r-.;otirl 
 :ior reorgani zat Ion of activities was merited before implementa­tion oi the proj -ct bg in. As the duties and worklad of these offices

ItIc leases w i t le addition of new demands 
 from increased membership, some 
expan s ioil of persollle. ill accordance with the approved recoimendations is 
expected. 

()ieralli, it is the opinion of the Development Loan Comittee
that IJCONAL, ill accordance with the recomnmendations of the Flores report
(as sunmmrized abave), Is fully capable of implementing the proposed 
project. 
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Ceooa an AffiliatesS""''b~ 

OIEOORA '(Gentral de Oooporativas ,de.Roforma Agrari.a) was~organized 
in 1968 as a federation of 11 oopraives whioh had been founded yINOIA' 
(the Landi Reform Agency) for agrarian re.form part,ioipants.V Its basic'focus 
has been the proourement of agrioultural inputs and the marketing of agriciu­
tural produotc's for member cooperatives. INCORA ha anandonieal' 

over OECORA,'but that iflueioe, and an op'erating,subsidy 'ranteb
- -influence 

r.,rOnun has been s~nteaily del3tining. 

Table XX shows data regarding OECORA's affiliated'6o~opprativOe,
 
'4numberof members, assets, operationi.J. sales volumen, .'eto." The f.gderationls
 

growth particularly in terms of assets, sales volum~e-, and paid-in oapital,
 
has been smooth and rapid. 

As of mid-1974, there were 26 cooperatives located in 19 of
 
Coobi' 22 departments with 22,451 members. These 26 cooperatives operate
 
through a network of 130 offices, some of whioh have 'stores atta.,hed~to them.
 
At the level of the individual coop, the functions performed oover provision
 
of agricultural inputs, some marketing of farm production of its members,
 
and personal loans. 'Certain of the ooops also' engage in joint ventures with
 
CHECORA, e.g. operation of a rice will, of cattle breading farms, of oontraot
 
beef fattening, exporting melons, eta. A yew of the coops have 'their own
 
prooessing marketing operation, e.g. a butter and cheese 'plant, .The oapital­
ization of the 26 coops was 26 million pesos as of August, 1974,~ with 3.7 j
 
million suboribed by INCORA and tl-eremaining 21.*3 million from local savings,.
 
In 1973, the operations of the coops totalled 347 million pesos,"'6l% of' which
 
was financed cy CECORA.'
 

Characteristics of CECORA Members
 

Little specifio data exist showing the characteristics of
 
QECORA members. Out of the 22,451 members approximately 13,0OOare also
 
recipients of INCORA's services. Table XXI shows t~he number, of INCJORA
 
beneficiaries per department and the average number of hoares.per farmer,
 
OECORA estimates that non-INOORA members of, affiliated coo eratives.1ave""
 
about the same number of hectares and ossibly fwrta NOArecipients.
 

In 1972-,OECORA interviewed a random sample of4120,pa'rtioi 
pants in -thoir progra T that the 

' 

feed-~oonc'ntrate Th survey 'indicated 4 
..majokrity' owned loss tihan 5,h4eotare'9s 'Theaverage'njmber of anias owned 

'' 

.tural e or ,iss E;in 

adito totbrlv~o or poultry' enterprise,. ' It s f 6nd, tat"h
-,fth' producers,;wore,onae" i" on ormoegrul r 

""XE; UN'L'' 
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TABLE XXI 

INCORA: Number of Farmers, Hectares Per Farmer 

INCORA Number Hectares Per 
Projects Beneficiaries Beneficiary 

Antioquia 384 34
 

Atlantico 
 124 8
 

Bolivar 
 476 13
 

3oyaca 
 39 6
 

Cau ca 
 45'9 22
 

Cesar 
 420 44
 

Cordoba 
 2, 306 10
 

Cundinanmarca 
 385 13
 

I Iia 
 716 28
 

Magdalena 
 596 15
 

Metit 
 184 72 

Nit r ii o - Putumayo 904 14 

Norte de Santancier 708 21 

Pereira 225 11 

Santander 953 21 

Sucrk 2,971 11 

Tolima 1, 101 27 

Va II 197 8 

Total 13, 148 17 
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ad~rit
rofi 
 -embirs 

70 ofL the pa-,tioipante had been' able 


'h'e6 wi had been.able o'expand their, business 
to inoirea e thi,,net inoomes so th program was -fni4tiated., 

Organizational Struoture 
' 

P. ,As 
 a federation of oooperatives OEOORA 'isultimately,:respon­aile to an annual general assembly of, representatives from eao6f its 1U> affiliated coooper'atives, Its Board of,'Direoto s ,is'eleoted by dlegatesto the annual assembly. The general'manager isheld responsible fo'ayp 
f 

day operational decisions, o itf'ties He is'asdisted~by -andayfio
 
of Planning and an Office of Eduoation. He has two assisi"t~t~aes
Operations and ones n o<
for Financial MJanagement.. There are five'operatingdepartments, The department of agricultural inputs is the largest~in9terms~
Of sales - IJ346 million in 1974. The seoond largest is the Marketing
Department with sales of UP$3,3 million' in 1974. 
 The.Livestook ,epartment,
whioh operates breeding farms in'cooperatio~n with several affil'iated coopera 
-
tives, had annuial sales of US$.l million in 1974. 
 U~p to now, th6 Agro­industrial Department has f'ocused primarily on research and promiotion of agro­industrial projects for affiliated cooperatives.
 

Financial Aspents
 

Table XX shows a comparison of key financial statistios for
CECORA sinoe its inoeption. 
 Assets and total sales have moved steadily 'up­ward with especially large inoi~ements from 1973 to 1974. 
 While net returns.~
have not been high in the past three years as in earlier periodsbartly as
a result of prIcoing polioies largely beyond OEOORA's control),OCR
continued to oporate profitably.
 

The balance sheets for OBOORA for year 1970-74 are summarized'
inTable XXII while the figures for the period ending December 31, 19741.'
indicate substai1tial growth over 
1973 and earlier years they.,also,however,
reflect a possible ~short term liquidity problem arising from the purohase1
of large quantities of relatively high priced fertilizers at a.time i'n
1973 and 1974 when fertilizer was scarce and supplies were expected to be
tight throughout 1974. Unfortunately supplies did not Kt~'
 
prices remained high~and demand dropped 'off,!-n CE A(ln wt eea
other Colombian Institutions) has~not 'yet 'been able 
to liquidate 'its socks.~4 

5- ' ' S '"5-F" * I 



~<~LTAB iEXXIX. 

'A ~BALAN0O 'SHlET, oaooRAm A V 

'(Uilon 'Of 'Pesos)'I 

1970 1971 L972, 1973 .1974 '"
 

ASSETS ' 66.0 90.9 182.7 2
' 180.8 14447. h~ "I' 

Cash adBns3.6 4.8 -77475 7 1.9.7 
Aooounts Raoeivabla '27.3 39.3 5787712 47,
Inventories 8.0 13.9 31.4 61.7 309.2

Other17
 

FIXED 1.9 2.7 
 3. 9.0 141.3

Other Long-T~rm 24829.1 
 24.2 26;2 24.8
Investments .13.4 1Y.,6 10.-4 1,, 12
 
Other 11.4 15.5 23.8 12,4 
 12.3
 

LIAB3ILITIES 
 61.8 75.6 144 162.11 4220
Current 34.8 45-7 -- S5 INMOW. 
116'?3 ~'383,11
Aooounts Payeble T ,1,0

Letters of Credit ---
-272.6 


Other 16.0 26.0 
«­

33.6 74.4 96.5Long Term 
 27.0 29.909 45.8 
 38.9
 

CAPITAL AND REJSERVES 4.2 15.3 18.7' 18.3 25.2 
Paid Capital .2 219 5.5 ~ 679.9
Reserves 
 1.3 9.5 11.6 10.2 14.0

Current Profit 1.7 2.9 1.8
1.2 "''1.3
 

S'V 
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........~~~~~ ~~ . ~ . ., ...
onr.ntttose ~ ~" ..... ...............
,....... .znn
fl.CVAAinioates thtthis, oiini xetd I etmorrl 

however, witin a reso.utionof the situation likely Within 6 
 .months..
 

.. .swas y o baokgrouz,o CCORA explains that it, 'along wit the
Caja Agraria and other institutions providing supprt the ,rural agrioul_'
tural seotor, go


were activel~y encouraged by the 'COG to purohas'e, and -build' 
stocks of fertilizer during 1973 and,1974, when severeshortagesof those , " essential inputs were being widely predited, as a hedgeagainet-suoh 

'"': 

shrtagepossile and s assrancethat agri cultural outputwolnt
fall sharply as a result cfy-sRn su osortiizeAr at0arieties 
 t -::.as with the other institutions, responded with large purohasesalthough,-ECORA is quik to point outit acquired its stooks at a pries substan­
tially less than what the other institutions were paying, 

The non-realization of the expeoted shortages, and the short-Vfall 
 in proje~ted demand for terilizer from farmers, left CECORA, and the
 
Caja Agraria in fartioular, with large inventories of fertilizer.finanoed
with short teram oredits. 
 After explaining its plight to GOCoffioials,A
 
requesting spenial assistanoe in dealing with the problem, the Caja Agrari

recently reoeived a special line of credit from the BOe to enable it to 

" sell, In an orderly fashion, its supplies of fertilizer at current market
prices. CECORA has also requested suoh a line of credit from the BOR toenable it to hold its inventories until .
the market prie of fertilizer rises
to the level equal to the prioe CECORA paid. Indioations are that the BOR
 
will approve CECORA!s request shortly. CECORA points out that,. given the
 
current price inflation, Colombian is experienoing, the costs of fOrtilizer
 
are rising and will continue to' rise so that, by nECORA's calculations,will be able to liquidate or reduce to more normal levels its fertilizer 

it 
inventory by the end of CY 1975, 

The Loan Committee, In considering this issue, believes
that the BOR, with support from the National Planning Department, will
 approve the line of oredit to CECORA and is also inagreement with CECORA'
projections regarding expected fertilizer prioe inoreases. 
 In any event,
 
a satisfactory resolution of this situation will be a requirement forCECORA's eligib.lity for use of loan proceeds under this projeot.
 

Proposed New PrcJoots
 

CECORA, in ooc~zraldon with affii ated cooperatives, hzasVVelaborated several new -ro 
 1n'ae-ln
to expand some existing

activities, Ino~uded are! ln 
to (1)Vekxpand and improve the feed onon-d.trateV'programn; (2)"~~~ rieTVil.,n'ojuctnwththe7,ooo~ho

affiliated cooperatives to whioh QOORA would provide' ntional' ricoe
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asi n o r d y o e~V~L n of o ldr stpo r g i x a halohl ngwi ii o n 
f or mp ro v eo hokfs e e a t Or b mar k e P o e i or%eh QoeemoJ:u a 

n d reloina n n i ootivo veme* in teidentifhoftionlS develoe 
h prin os cf this ab prjoots if id ap...... erti s rngi a sand Wor ldsBai k loatn o fr. ntegra ed 'o o ra ter - . . . .. . .. .. . . ....
 
nePoorfahose proposed activitie~<In achbeb.aiebten~~jot'~~ teain ,an 

acceptable balance btween the theoat to serve0 goal- ofeimprovi ndpaity:existing affilniated cooperatives and rme broeh objetive
of serving potential now members ofpthoseooperatives or hrvi nthe interot 
of non-e14nORA organized oooperatives~whioh might-coose atsome:utje , -da"te 
to become CECORA affiliates. In all oases OEOArman o4?tdt
r ougr - "" h CEOO f or ur oh a e of - i n ' o hobjeotive of serving small and t h oeaffee l io nte nto bra 5i v ,. -pet ol ''ilow inoomefarran 
 i ii iI 

i n I a me a m lIn evaluation ethe r three sen ii c o t firstug no e of?E0RAtsprojecte proposals,o k : p meu iavndt; i /,;­the Loan Commstteodetermined that the expansion and oonsolidation of-the
 
feed concentrate aotivityd should be considereddo
eligible forfinanoi der

the overall AID-Finanoiaooop project given its importance to OE00Rj's.

present oporatl.ons, the potential benefits for small farmer membera o'f
 
OECORA from an expanded operation, and the contribution of net income the
 
project can maka to CECORA's overall viability. The,basic oetvyof the
 
feed concentrate activity is to assist the small'farmer engagedin~'poultry,

swine or dairy cattle raising through providing him with: high quality

balanced livestock feed at or below market prices, short term financing

through CEQORA for purchase of the feed. concentrate and, in combination
 
with technicians from INCORA, assistance in livestock production, development

and marketing. The end objective of these efforts is to realize an increase 
in small farmer family incomes through increases in livestock productivity

and reductions in marketing expenses. .Presented below is
an analysis of
 
the experiences of this prqgram to date.
 

History and Eva~luation of the Feed Concentrate Program
 

in1970 INCORA and CECORA began implementation of a feed con­
centrate produation and distribution program designed to improve the inoomes
 
of low-income farmers and to increase protein availability through a poultry,

swine and dairy development program. The program was developed with the
 
help uf the U.S. Government (AID) through a grant of 35,379 tonsl of~corn
 
and 90 percent of the cost of ocean freight to Colombiani ports (tothl value
US$4,8890743). INCORA agreed to provide oounteitpart funds (US$ 7661262)to cover toohnioal assistance, inland transportation, and working capital
to purchase othe' necessary raw materials. It wasexpete'Athat-2,715 low 
income farm famiies would be beziefitted over the life of the pro'Jeot 

4 June 1970 to Junre 1973. 

Lo~w inoome farmers were to 'be subsidized~ initially'hog lo 
priced high qualV.ty concentrates, low cos~t oredi.and b~ohnjoal asasno


fom INOORA. The obetv a o.1rdae these farmers out ofhe
subsidized program into oo~meroial producton"~ 

'' 

K ~~4 
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The agreement called for the formation uf a Central Counoil 
whioh would b, rosponsiblo for formulating the policies, -ulos and regul­
ations, nocessary to attain the objectives of the program. The Council
 
was compo.oae of:
 

1. The National Director of the INCORA supeivisod credit
 
program as chirman;
 

2. A representative from CECORA; 

3. Two representatives appointed by local cooperatives. 

The Central Council was responsible for pol.iois regarding

criteria for solloction of participants, price and conditions of sale,
 
priorities for ur.n o!" Cunds and other goneral poli ons.
 

I ooal Councils, composed of th, INCORA ,ountr- sp'v or­
and thro :se:r, e s;of local cooporatives, wore re- ponsible for :or'mulating

local budget-;, nominating participants, ineking rnorarnendations on overall
 
progra poli o end suporv;ising operation of tho progrum Lt the local
 
level.
 

'iL,prograLi ws designed to subsidize participating farmers
 
tirough thl, ,;ttlu of concentrates 
 at less than mairket prices on the following 
graduated ocauls 

,1v neoltld Pricing of Commodities to Farmers 
(0 of larket Price) 

1It . 1%.nd ri. .'. 4th Q.. 5th Q. 6th t. 7th Q. 8th ,. 

65 ii ' 80 85 90 95 10 

in reality ,,ese guidelines wore not followed because the Central Council 
concluded thaft **'vinrs ,vre not able to pay the higher prices. The pro­
joctioo; indicat,,d that at the expected prices the Program would generate
sulficient i:iconu to pay project expenses the three yearover period and 
leave a -rplu:7 of l,"41,C.2,576. That surplus was to be used: 

L. to purchase equipment and supplies to be owned by the 
coopt rativ:; participating in the progri.m for, use in assisting members in 
the production and marketing of 1 ivestock and poultry products; 

UNCLASSIFIED
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*'for)oana to~ seec~tsd4Part' oipazi .o, gops o .,Papantu ~.o 0n6 
-iilifsokd'eopme'nt Programs~M 0 aa ,oaas 


<7< .for additioal traiiiing6d, t oia -i;
 
*oits boyond that already. o~ntemplated& yIN0RAO' assanota!
 

An evaluation o i ogtam
 

Degree of Oomhletion of Goals at End of Corn Donation-iune 1973
 

Item & 2grammed Executed , ________""Pro ts~o:Bsnfloiaies (0e0d rgra,.lO0973ni: 9+
n+ I follo"ino.:"" :,:.:. ,. 
4] 

Feed onoontrte tes (Tons) 60.70,000 ,000 8
Famili~es Beneaitted 
 2751445
Egg Produation (000 units) 
 71 571,061,4400
Poultry Moat (Tons) 13,600191.
1,300 2,700
Pork Production (Tons) 208
4,344 1,600 
 37 '
 
Milk Production (000 Liters) 
 47,569 26,640
Profits to Benefioiaries (000 dollars) 1,100 

56
 
1,400 127
 

The evaluation also indicated that the 1,434 farmers had
received the following estimated subsidies during 3 years of operation:
 

Subsidized Con entrate Prices 
 $$4.2 million
 
Technioal Assistanoe and Value of the Program

Product due tc 
Quality above commercial 

. 

4'concentrates 

$9.8


TOTAL $15.0. ' 

At an average exchange rate of 22 pesos per 

9.dollar the effective' subsidy per farmer
 

over the' throe years was 
 US$ 47
 

distributed on ihe basis of patronage to cooperatives for purposes of
 
capialiatio. Atotal of .659,696 pesos was retained in OE00RA fora
product marketing fund. 
 Eacoh of the cooperatives which distribuited the ..conoenitrates was able to collect a gross margin 

9 
of about 7 perce'nt. 

9~Largely 
as a result of increased gross incomes, geeatdfrom the feed
concentrates program along, with CORA flJOORA- subsidies .distributed to 
99 

4-9cooperatives participating in the .progran'increased froma
ihoss of
34,000 pesos ir,
1970 to a pr'ofit of over 49milliori'pesos inl1973. 
 94 ,. 

4 99 ~99 4994 94 4 4. ' 
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bort moosts whle aiznts wereoperating at onlyOa bou1 .,-25 pa ono
 -... A. o~ r,osim 8*;,rt.~ kd sfficiets . base..&niipr 2.apial ork.gA ~'tnoureaiei pas volume,aud's:beo ,seome of i'r prv.ous ous--oershad. eithoer gonv out of businesor shifted to te spler 

While tUs review ribs a she
 
past oporatons o the feedoonoentratesi pr'
cgriitr±se' 
 it not'i
 s responsibility for all of its n :gative peo oOdmanagement,Aotually, moat of the policy deoisions," whioh combined ,with
iuriforeseen high

world feed grahn prices produced serious 'trouble
7 taken by .... .th. ware.the C~entral Oour~ocil. That committee

"am. 
was ohaired 4byan~INORA m

representative and included two 
representatives7 from 
ffioliatd o'oopeiativss
as well as the CECQRA representative.
OaA.t As iniae ale~h'eta,-to - --paranl - °=Council's policy decisions frequently emphasized thieWeffectsa of+Aprice
increases 
on the 
small farmer members over the financialAv aPlyof
concentrates' programoperations, the
Moreover, the:AID grant :called for sub­sidized concentrate prioes. Clearly, everyone involved; in 'the program(CECORA affiliuted cooperatives, and producers) was forced into groatineff'icienoies ais 
a result'of the subs~idies associated with the donation.
 

Fi-om these experienoes, it is clear that CECORA has learnedi
 
"'Aseveral 
 valuabls lessons. Feed concentrates are 
now priced at comp~etitive


prices. 
 While the quality of the product is good, It is no longer maintained
at the extremel.y high and costly levels which were maiiitained ear'lier. To;2
minimize costs while maximizing output, CECORA has developed a.linear program­ming model to determine least cost rations. 
 They have hired two veterinar-?
ians to supply special technical assistance to coop members and thery-'2
to stimulate sa~les towards previous levels. 
 And finally CEOORAA has '.pened<up their program'a bit to include sales to non-cooperative buyers in or~der'
to regain sales volume.
 

evidence suggests that with these 
recent changes, CECORA can
recapture the market share which was lost. 
 Discussions with OEOORA indicate
that CECORA expecots to recapture its previous market within a year anda ha-f after the expansion and consolidation program proposed is begun, with
additional subsoquent annuaX. sales volume also predicted. .It 
 is important
also to note that even while operating at a low level of capacity util'iztin'; ;
(26 percent) tho feed concentrate program was able to continue to show a,
profit in January'cand February of 1975. 
 Overall, the Project Committee
believes OECORA can turn the project around within the projected period,.A
that expected beniefits from the activity to both CECORA and its smallA
farmer membership will be substantial" and that the project qualif'ies for~
financing under bUhe AID 
- 1NAI4OIACOP'projeot.
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Managoment and Institutional Capacity
 

The Loan Co.nittes considers that, in visiting with and observing 
the personnul 
of CECORA at work, CECORA's management and technicians are
 
dedicated "und capable. CECFiA's central office is impressively well 
organ'.zed; each department efficiently discharges its responsibilities in 
a profussiorul manner. This is also the case in most of the member cooper­
itives and distribution outlets. Clearly management problems do crop up
 
from time to time. But it appears that any such problems are quickly con­
fronted and corrective action is expeditiously taken. Evidence suggests
that the individual members are committed to making their cooperatives 
and CECOFA :erve their needs. They also seem to be satisfied that the 
ooopurn:ivo are responding realistically to those needs. This includes 
not only those members that are involved in the program supported by the 
food gr'i contribution but also those in other areas of production, such 
a; corn, :,oybeans, sorghum, rice, sesame, peanuts, cotton, etc. 

Nonetheless, demands upon CECORA for increased services 
to its
 
membership i- regard to its present programs, together with the expansion
 
of operations under the feed concentrates activity and the development of
 
new, more inncvatLive marketing projects especially in the integrated rural
 
development areas, will place strains upon CECORA's present personnel capa­
bilities. As noted in Section 1, C, 1, with grant-financing provided under
 
the proposed UCONAL grant, CECORA will be able to increase its staff strength
 
and capabilities in the promotion of marketing cooperatives and marketing

training cou:ses. To undertake the strong, directed promotional effort re­
quired by the )rogram of developing new, innovative marketing projects,
 
CECORA must expand its current project development and analysis staff. Al­
though the full extent of additional staff to be required is not precisely

known, at a minimum an additional full-time marketing-agribusiness expert 
in project prcnotion and development will be needed. Also, the regular use
 
of short-term consultants, e.g., for developing recommendations on quality
 
control procedures, packaging, product adaptation, development of a market­
ing information network for specific products, etc., is contemplated. After 
some actual ex.'erience with this effort, CECORA may decide to add a full­
time expert in one or more of these or similar fields if their services prove
 
to be in demand by the membership.
 

CECORA's Zirst step in this institutional strengthening would be to
 
hire the agribusiness-marketing expert who will play a major role in planning

the entire project promotion efforts over the three-year period. As those
 
plans are refined and approved by CECORA, more precise data on additional
 
staffing required will become clear.
 

As noted in Section I, C, , revenues to finance this effort are to be 
derived from a portion of 'he earnings CECORA will receive from the expanded 
feed concentrates activity to be financed with the proposed 9% loan from 
Financiacoop.
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c. Other Coop Federations 

As indicated in Section I, the institutional structure of the

cooperative movement in Colombia is 
rather complex. This section

describes the federations, quasi -federations, and similar organizations,

which, though not central to the project, play an important role in the
cooperative movement or in the rural sector. The first two of these, the
 
Caja Popular Cooperativa de Boyacl, and Coopcentral, may receive sub­
stantial funds under the loan. Four other federations (ASCOOP, FENACOOR,
FEDETENZA, and ASOCREDITO) will probably receive only smaller amounts 
of loan funds because of their small size or organizational weakness. A
secticoi is also included on Coffee Federaticn cooperatives, which, because

they are largely representative of middle-class farmers, be expected
can 

to receive little or no 
credit under the program. 

Caja Popular Cooperativa de Boyac. 

The Caja Popular Cooperativa de Boyacl is the single largest

cooperative 
 in the country, and in many respects acts as a cooperative
federation. It was founded in 1949, and operated during its first fifteen
 
years in close relation to the Catholic Church. In 1965, when it began to
 
assume a much more commercial orientation, the cooperative had 10, 000

members and %erylittle capitalization. In the ensuing -lecade, it has
 
grown to an organization with 45, 
 000 members and 55 agencies in the

largely small farm departments of Boyacl, Cundinamarca, and Santander.
 
In addition, it operates some 14 agricultural supply stores in rural areas.
 

Slightly less than half of the members of this cooperative are
farmers, with most of the rest being workers, businessmen, and teachers.
 
The Caja operates as 
the only banking entity in the community in some rural 
areas, and operates large checking and savings account departments. The
checking and savings services are used extensively by non-members, and the
service provid 3s the principal means by which funds are obtained for loans 
to coop members. The Caja currently pays 18% interest on sight savings
accounts and up to 24% on time deposits. Table XXIII indicates the balance 
sheet of the entity for the 1972-74 period. 

Tne Caja's loan portfolio at the end of 1974 was 107 million 
pesos, and the average size of loan made in 1974 was 8,200 pesos ($310).
Table XXIV gives the distribution of the 104. 5 million pesos in new loans 
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TABLE XXIII
 

Balance Sheet, 1972-74
 

Caja Popular Cooperativa de Boyaci
 
(Millions of Pesos)
 

Assets 1972 1973 1974 

Loans 57.3 
 74.2 107.0 
Other Current 25. 6 33.2 43.0 
Fixed Assets 7.2 12.2 16.7

Deferred Assets 0. 3 0.6 0.1
Other 0.5 0.7 6.3 

Total 90.7 120.9 173.2 

Liabilities 

Current 66.8 88.4 115.8 
Medium-T erm - 20.2 
Long-Term 0.4 ­ -

Total 67.2 88.4 136.0 

Capital 	and Reserves 

Capital 14.5 18.6 25.0 
Reserves 
 5.3 10.2 6.1
Current Surplus 3.4 3.7 5.3 

Total 23. 2 32.5 36.4 
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TABLE XXIV 

Loans by Use, 1974
 

Caja Popular Cooperativa de Boyac
 

(Millions of Pesos)
 

Activity Amount 

Agriculture 67. 2 64. 3 

Housing 12.5 12.0 

Cor.merce 9. 1 8.7 

Small Industry 4.4 4. 2 

'Iransport 1.7 1.6 

Education 1.4 1. 3 

Consumption 3.1 2. 9 

Oth er 5. 3 5. 0 

Total 104.5 100.0 
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made in 1974. About 65% of all new loans were for agriculture, with housing
.:;nd commerce following in importance. The lending activity was almostentirely the result of use of internally-generated funds, though small amounts were borrow2d from Financiacoop, the Banco Popular, and the Corporacion
Financiera Popular. The institution currently charges 2% per month on the
outstanding balance for loans. It provides some supervision of its agricultural
loans through periodic visits to the farm of the borrowers. The Cajareports that its overdue loans represent about 1% of its portfolio, and thatit has had very little diffioty in the past with loan defaults. The institution 
has shown a profit in every year since 1963. 

The Caja Popular has been a very dynamic organization, and sees itself as an important mechanism for reaching small farmers withsupplies, credit, and technical assistance. Its activities in agricultural
supplies began only in 1973, but it sold 5 million pesos in such products

during 1974. In conjunction with its farm stores, 
 the Caja also rents
agricultural machinery and provides transportation of agricultural products

for its members. It reached approximately 8, 000 borrowers with its
 
agricultural loans in 1974.
 

Coopcentral 

Coopcentral is a regional federation of cooperatives in the
San Gil area of Santander, an area with 
large numbers of small farmers

and a long history of active cooperativism. Most of the cooperatives

affiliated with Coopcentral are also affiliated with UCONAL, 
 but its member­
ship includes some unaffiliated cooperatives, and a 
number of other entities
(parishes and local action groups) that are not cooperatives. Coopcentral
has been closely associated with the Catholic Church in the area, with themotive force bchind the entity being a Catholic priest. It has been in existence 
since 1964. 

Coopcentral provides training and accounting services forits member cooperatives, in addition to limited credit. Most of the UCONAL
affiliates in the San Gil usearea Coopcentral rather than the closest
UCONAL regional office (in Bucaramanga, some five hours away) becauseof the higher level of service that Coopcentral can provide. A 1974 balancesheet and profit statement for the federation is shown Table XXV.as Its 
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TABLE XXV
 

FINANCIAL STATEMENTS, COOPCENTRAL 

Balanoe Sheet, Deo. 31, 1974
 

(Thousand Pesos) 

ASSETS 4,460 LIABILITIES 2,392 
Cash and Banks .' 275 Loans 1,022 
Loans 2,753 Deposits 1,352
 
Accounts Recnivable 265 Other 18
 
Investments 873 
Fixed 257 CAPITAL AND RESERVES 2,0( 
Other 37 Paid Capital 74 

Reserves 1,34'
 

PROFIT STATEMENT, 1974
 
(Thousand Pesos)
 

INCOME 368
 
Interest 280
 
Quo as 34
 
Other 54
 

EXPENDITURES 261
 
Personnel 101
 
Interest 94
 
Administration 66
 

Surplus 107
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loan portfolio at the end of the year totalled 2.7 million pesos, and the
 
organization had an operating surplus for the year. 
 The federation indicat 
that the repayment ricord on loans is quite good, and that loans in default 
currently represent about 2. 4% of its portfolio, for which it has set aside 
adequate resc rves. 

A grant program between Catholic Relief Services (CRS),
Coopcentral, and a related Catholic Church organization, SEPAS, is curr4 
under review by AID. This project would provide a considerable amount c 
technical assistance to coop members, as well as some equipment for 
the federation. 

Fenacoor
 

The 1bhtional Federation of Rural Cooperatives (Fenacoor) is 
a federation of rural marketing cooperatives that represents the reorganized 
form of a federation called UCOPAN. UCOPAN was created in 1965 with 
assistance from UCONAL and the Ministry of Agriculture, as a federation of 
small farmer :ooperatives to supply fertilizer and tools to its memer 
cooperatives. It apparently worked well initially, but eventually began to 
lose money due to poor management. It later operated as a brokering agency
for fish, rice, and panela, going into liquidation in 1973 after losing about 
300, 000 pesos in this business. 

Fenacoor now has some 15 member cooperatives with about 
8,000 members, including 8 urban consumer cooperatives., 5 rural savings 
and credit coops, and 2 agricultural supply coops. The entity is being 
reorganized administratively with assistance from CENCOA, financed by
the Institute for International Solidarity, an entity of the German Konrad 
Adenpuer Foundation. The IIS has hopes that the combination of the assis­
tance from CENCOA, a small grant, and assistance in the creation of 3 
mobile teams to assist member cooperatives will be enough to rebtructure 
Fenacoor into a strong organization. 

Fedetenza and Asocredif.o 

The Federation of Cooperatives of the Tenza Valley (Fedetenza)
and the Colombian Association of Credit Cooperatives (Asocredito) are the 
remaining two cooperative entities currently operating in rural areas in 
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Colombia. Both are small (600 and 7,000 members, respectively) andregional. The Fedetenza operates only in the Tenza Valley of Boyaci, an(Asocredito cpirates only in the Rio Negro Valley of Antioquia. These arc.the only two entities with which the Mission has not had direct contact

during the preparation 
of this paper, so our information on them is notcomplete. (The Mission does expect to visit them, however, during the
 
next month or so. )
 

Ascoop 

The Colombian Cooperative Association (Ascoop) is the principalfederation of consumer cooperatives in Colombia, with some 120 cooperativesand 120,000 members. While principally involved with consumer cooperatives,the organizati )n actually includes as members cooperatives of all types and
federations o: cooperatives, 
 but the principal acrivity of its affiliates ismarketing of rood and consuimer durables. Ascoop members are heavilyurban, with only six of its affiliates identifiable as rural. Ascoop may move
 more heavily into small farmer rural coops in the 
future, however, and
would be eligible for credit under the program. 

Coffee Federation Cooperatives 

Some 43 rural cooperatives with 90, 000 members are activein the purchase of coffee, and are responsible for the marketing of the

majority of the Colombian 
coffee crop. These cooperatives are quitestrong, having been supported extensively by the Coffee Federation, and many have branched into a wide range of activities. We expect thesecooperatives, however, to be quite marginal to the current project for
several reasons: their operation is most importantly related to coffee
production, which is adequately financed; they operate primarily outsideof the priority areas for integrated rural development; and large nuffibers
of their members appear to be outside the target group because of higherlevels of income. Consequently, while they are not ineligible for involvement
in the program, the expectation is that they will play little, if any, role.This statement would also apply to federations, such as CENCOA, which 
represent a subset of these cooperatives. 
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d. Cooperative Educational Institutions 

In addition to the cooperative technical assistance and training 
carried out by the principal :ooperative federations, there exist several 
specialized entities that provide broad based technical or educational 
support for tlIe cooperative movement. Of these, only three appear to 
have any impact on the rural area. The first two -- INDESCO and SENA -­
can be expected to provide training and technical assistance to the rural 
coops that receive credit under the loan, though neither will receive loan
 
funds directl". A brief description of these institutions follows:
 

NDESCO
 

The Cooperative University (INDESCO) was established as a 
college level acadernic institution in 1960 by the principal cooperatives and
 
federations of the country. It was conceived as an institution to provide:
 
(a) trained high level professionals for the movement; (b) academic research 
into the movement; and (c)short courses and short term training for the 
country's cooperatives. INDESCO currently functions principally as a 
norrr-al univez sity. It has fully accredited status, with six regional branches 
and about 900 students, offering courses in economics, sociology, adminis­
tration, and education. 

n addition to the academic program, INDESCO has organized 
and conducted extension courses and seminars, sometimes on its own 
initiative, sometimes at the req, est of a cooperative or federation. In 
1972, INDESCO conducted 198 short courses for 4,324 students on a variety 
of topics of interest to the cooperative movement (2Z of these seminars 
dealt dLrectly with rural coops). It also conducted 48 seminars with 1, 500 
participants 'n the same year. 

Finally, INDESCO has carried out basic and applied research 
projects, as wcll as technical and feasibility studies (usually on a fee basis). 
Some of this work has dealt with rural cooperatives. The university publishes 
a quarterly journal, which generally includes some of the research activity. 

Financial support for INDESCO comes from the government 
budget, grants from the cooperative movement, and support from the German 
Institute for International Solidarity (PIS). Its Board of Directors is made 
up entire.y of representatives of the cooperative movement, with one 
representative each from UCONAL, ASCOOP, CECORA, and FENACOOR. 
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There is a considerable feeling within the cooperative movement 

that INDESCO has moved considerably away from its original objectives 

during the past several years. The academic content has moved away from 

cooperativism, and most of the graduates appear to take jobs outside the 

its research and train ing, it has tended to take an ideologicalmovement. In 
position as critic of the cooperative movement, rather than its servant. As 

a result, the involvement of INDESCO in activities with individual coops and 

federations has declined drastically over the past two years. 

At the time of this writing, INDESGO was going through a 
betweenmajor institutional crisis, largely as a result of the disagreement 

on its goals. The IIS has suspended itsthe university and the movement 
financial support, and the university is currently occupied by the students. 

Directors has replaced the university president, but theThe Board of 
students have not allowed him to take possession, so that the formeroccupying 

president conti.nues to operate the institution. It is expected that this crisis 
or so, either with a change inwill be resolved during the next month 

break between the university and theuniversity lea-lership, or a complete 

cooperative movement. 

SENA 

The National Apprenticeship Service (SENA) provides two 

classes of assistance to the cooperative movement -- long term training, 

short courses and seminars, and administrative assistance. The long term 

training is provided for high level cooperative officials (coop manzg ers and 

federation officials) at a rural cooperative training center in Armenia. 

The course includes 1Z months of training, and is provided with technical 

assistance from the Israeli Government. Currently, 24 students are being 

trained per semester. 

centers, distributedShorter courses are offered by 44 SENA 

around the country. In general, these courses are offered in response to 

requests for such training by individual cooperatives, or contracted for by 

The courses range from cooperativefederations for their members. 
philosophy to technical courses for accountants and managers. The third 

is in technical assistance to rural cooperatives.area of operation of SENA 

Each SENA center has one cooperative professional (who has received the
 

course in Armania), and one or more assistants, who are responsible for 
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providing techncal assistance to cooperatives in their region. The SENA 
personnel sometimes respond to requests from cooperatives, but generally 
make unsolicited visits to all of the cooperatives in their region to determine 
their problems and offer assistance in solving them. Based on this activity, 
SENA enters into longer term assistance programs (usually three to six 
months) with selected coQperatives. Current capacity of the institute for 
this longer term assistance is about one hundred cooperatives per year. 

The cooperative movement is generally pleased with the quality
 
of assistance received from SENA, and its services are used extensively by
 
all major federations.
 

e. Campesino Training Institutes 

There are seven or more institutes in Colombia, mostly 
church sponso1ed, for training rural youth or adults to assume responsibility 
in their communities. Acci6n Cultural Popular (ACPO) has three of these 
institutes. The diocese of San Gil, Santander, has two. The agrarian 
affiliate of a major labor -'ederation, FANAL, operates a campesino training 
center near Fusagasugi. Finally, the Jesuits operate what is known as the 
'Universidad Campesina" near Buga, Valle, which offers a secondary school 
curriculum fo.:using on rural leadership. Another church related training 
institute is located on the Pacific Coast near Buenaventura. 

Although these institutions have common objectives, broadly 
speaking, they vary greatly in specifics and in their closeness to the formal 
cooperative mcvement. The Universidad Campesina, for example, con­
centrated on the-15-18 year age group, and tries to place its graduates 
with rural development agencies. The Santander Institutes assume that most 
of their trainees will return to their regular occupations. FANAL concentrates 
on organization or rural workers. The degree of instruction relating to 
rural cooperaive establlshment varies from institute to institute, but it 
appears to be treated to some extent in each, 

B. The Policy Environment 

1. GOC Policies on Credit Allocation and Interest Rates 

a. Current Allocation of Credit 

The aggregate banking system credit situation is summarized 
in Table XXVI. Agricultural credit represented 11.1 billion pesos (about 
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TABLE) XXVI
 

BANK CREDIT, COLOMBIA
 

LOAN OUTSTANDIfl, DECEMBER 31, 1973
 

(Millions of Pesos)
 

TOTAL BANK CREDIT 40,059

AGRICUILTURAL CREDIT 11, 124 
N11RITCUIUrRAL CREDIT SHARE 27.8%
 

BANK AGRICUIZURAL CREDIT, BY USE AND INSTITUTION
 
(Millions of Pesos)
 

Caja Commerojal
USE 	 Agraria Banks 
 Total

COFFEE 
 478 
 318

CATTLE 3,365 	

796 
2,027 5,392
CROPS 	 3,199 1,737 
 4,936
 

TOTAL 	 7,042 
 4,082 11,124
 

Source: 	Revista , Banoo de la Repu'blioa, and
 
Informe de Gerenoja, Caja Agraria
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$445 million,, or about 28% of all banking system credit at the end of 1973. 
Since the importance of the agricultural sector in Gross Domestic Product 
in the same year was 28. 7%, the agricultural sector received an amount of 
credit about proportional to its importance in production. Since the output 
of the agricultur:l sector was 67.9 billion pe.sos in 1973, credit financed 
some 17. 2J( of f'ie output. Nevertheless, this average figure appears to 
cover substant al variations within the sector. In particular, animal production 
is financed n och more heavily (24% versus 1,%) than crop agriculture. 
Similarly, though adequate data is not available to confirm this, cropssome 
appear to rec2,ve relatively m.uch more financing than others. Coffee 
production apoears to be well financed, as are the bulk of the commercial 
crops (cotton, sugar, and rice), but the principal crops grown by small 
farmers, other than coffee, are not. Even leaving aside the variations 
within the se'ctor, however, the average amount of credit per unit of output 
is rather sm;.l1 by international standards, and suggests that an increase 
in working capital per unit of output may be desirable. To the extent that 
small farmer crops are financed to a smaller extent than the overall average, 
this conclusio is reinforced. In addition, as discussed below, a limited 
survey done as a part of the agricultural sector analysis suggests that this 
conclusion is indeed correzt, and that additional credit for the sector -­
especially in the case of small farmers -- would have a high productivity. 

The distribution of credit by banking entity is also indicated in 
Fable XXVI. As indicated, the government agricultural bank, the Caja 
Agraria, is reoponsible for about two-thirds of the crop loans outside 
coffee. Lending to small farmers is e.en more concentrated in the Caja, 
and it is estimated that about 90% of the small iarmer lending for crops 
other than coffee goes through the Caja Agraiia. 

Table XXVII summarized the activity of the Caja Agraria in 
agricultural credit by assets of the borrowers. Given the dominance of the 
Caja in the area of small farmers and the lack of data for other banking 
entities, the data in the Table can be considered representative of all banking 
system activity in the small farmer area. 

It s difficult to relate the Caja classification, which is by 
amount of capital, to the size distribution of Colombian farms, shown in 
Table XXVIII. "'he best that can be said is that the Caja reached about 
35% of the farms in the country with its credit in 1973. Additionally, it 
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TABLE XXVII
 

OAJA AGRARIA LENDING ACTIVITY 

(Million Pesos)
 
NUMBER OF BORROWERS Amount
 

(Thousands) LoanedASSETS OF BORROWER 1971 1972 1973 1973
o-50 000 213 -2 19. 881

50-100,000 
 72 83 
 91 661

100-200,000 
 42 51 
 61 705

200-300.000 
 16 20 
 24 417

300-500.000 
 10 10 16 406
 

Sub-Total Small Farmers 
 353 
 376 382 3.071
Medium and Large Farmers 15 
 21 28 2,613
 

Total 
 368 397 410 5,684
 

Source: Informe de Gerenoja, Caja Agraria, 1971-73
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TABLE XXVIII
 

NUMBER OF FARMS BY SIZE, 1970
 

NUMBER
 
268,705
 
431, 50
 
159,659
 
117,863
 
100,010
 
74,316
 
21,271
 
2,363
 
1,104
 

1,176,811
 

Source: DANE 1970 Agricultural Census
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is expected that the coverage of the Caja is much more complete among
medium and large fArmers than It is among small farmers. In the absence 
of actual data, however, and in order to obtain a conservative estimate of 
potential credit demand among small farmers, let us assume that the Caja
Agrarla currentlyreaches half of the small farmers by its definition. If we 
can assume that credit needs of the other half of the small farmers are
 
equal 
to those of the half that borrow (this seems safe, since a frequent

complaint of actual borrowers is that they are allowed to borrow only a
 
fraction of production costs), this would suggest an unfilled demand on the
 
order of 3 billion pesos in 1973, or the equivalent of $120 million. Given
 
the magnitude 
of this figure an~d the fact that it should represent a conser­
vative estimate, 
 we can conclude that there is a very large potential demand 
for credit among the small farm sector -- that the banking system is not
 
currently filling.
 

There are two principal sources of credit outside the banking
 
system, in addition to informal channels and moneylenders -- INCORA and
 
the cooperative movement. INCORA has operated an 
agricultural credit 
program for recipients of land tnder the government's land reform programs 
for a number of years, and has a loan portfolio in the neighborhood of 300 
million pesos. The loan portfolio of the small farmer cooperative movement 
appears to be of approximately the same magnitude, as indicated by Table 
XXIX. In reality, much of the cooperative credit represents internal 
generation of funds by members of the cooperative themselves (i. e. , the
 
lending to a coop member of his 
own or another member's savings). 

b. Interest Rate Policy and Inflation 

Colombia has a long history of moderate-to-serious inflation. 
During the past twenty years (since a national consumer price index was 
constructed) the average annual rate of inflation has been 12. 0%. Seldom, 
however, has the actual rate been close to this average. Rather, relatively
long periods o' relative price stability have alternated with per iQds of 
rapid inflation. In twelve of the twenty years since the index was con­
structed, the rise in consumer prices has been below 10% -- usually between 
6% and 9%. In iour years, the rise has been between 10% and 15%, and in 
four years the rise has been above 20%, Table XXX summarizes this data. 
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TABLE XXIX
 

LOAN PORTFOLIO, BY AFFILIATION 

SMALL-FARMER COOPERATIVES 

12/31/74
AFFILIATIN LOAN PORTFOLIO 

(Mi1lo Pesos) 

UCONAL 
 70
 
CAJA POPULAR 108
 
ASOCREDIr O 
 12
 
ASCOOP 
 25
 
FEDECAFE 
 70
 
OTHER AND
 
UNAFFILIATED (Estimated) 
 100
 

385 

Source: Reports from COOP Federations and Mission Estimates
 

UNCASSIFIED
 



-83-

TABLE XXX 

Annual Coat of Living Increases 

Colombia, 1955-74 

Co.' of Livirgl/ 
Index 

Year December Increase in Cost of Living(l) 

1954 100.0 
1955 102.1 2.1
 
1956 110.1 
 7.8

1957 132.4 
 20.2
 
1958 143.1 
 8.5
 
1959 154.4 
 7.9 
1960 165.6 7.3
 
1961 175.3 
 5.9

1962 186.5 
 6.4
 
1963 247.5 
 32.7
 
1964 269.6 
 8.9
 
1965 308.7 
 14.5
1966 348.8 13.0

1967 374.1 
 7.2 
1968 398.7 6.6
 
1969 433.0 
 8.6

1970 462.2 
 6.7
 
1971 525.4 
 13.7
 
1972 599,0 
 14.0

1973 740.2 
 23.6
 
1974 933.2 
 26.2 

I/ index is simple average of workers and employees indices. 

SOUR C)2: Dane 
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In general, the Colombian economy has suffered periods of rapid inflation,

but such per;.ods 
have in the past been followed by successful efforts to
 
reduce the irflation 
rate through austerity and stabilization. 

rhe above observations may help put into perspective the currentinflationary problems. The last two years have been a period of rapid inflation
but government policy currently has stabilization of the economy as its princi­
pal goal. In fact, some international observers have suggested that current
policy is "excessively orthodox' that it may reflect a willingness to pay too
 
great a price in terms of unemployment 
 in order to slow the inflation. Since
the Lopez Government took office last August, a concerted policy of monetary
and fiscal restraint has been undertaken, which has led directly to some
slowdown in the economy. Some measures taken by the government, such asincreases in sales tax rates and elimination of a major subsidy to the price otwheat, have had an immediate upward impact on the cost of living, but
should serve over the longer term to slow the inflation. Given these factors,
 
as well as the lags inherent in monetary policy, 
 the stabilization policy has as yet not had a major impact (the rise in the cost of living during the tra­
ditionally bad first-quarter was 7.4%, compared with 8.7% in 
 1974).
Nevertheless, a significant reduction in the rate of inflation should be clearly
evident by June or July. From that time the annual rate of inflation should

be down to a nore respectable 
 15%, and -- assuming continuation of an
 
austere monetary policy -- declining. The additional factor 
of thq one
remaining "po;.tical ' ' price -- that of petroleum -- should, however, be

mentioned. The government appears 
to have committed itself to a substantial

rise in this price, and current expectations are that it will do as
so soon as

definite progress against Inflation seems visible. 
 This price rise should
 
cause another jump in consumer prices 
even though the contractionary
monetary impact of the price rise makes it basically an anti-inflationary
 
measure.
 

The policy of the government with respect to interest rates has
been somewhat complex. In part, it has attempted to allow interest rates 
to rise to markiet-determined levels. The allowable interest rate on savings
deposits, which was raised from 4% to 8 1/2% in 1972, was raised last
October to 12/c and more recently to 16%. On large-scale certificates ofdeposit, commercial banks now pay around 24%, and lend the funds acquired
at rates of 30% or more. Nevertheless, the government has also limited
the annual correction of inflation-adjusted savings deposits (UPACs) to ?0%, 
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thus reducing their yield. Similarly, though tie GOC has talked frequently
about issuaz:ce of government paper with a market-determined interest rate,it has yet to do so. Furthermore, credit for the principal lines of productive
activity continues to be lent at below-market rates, with the resources
the lending orovided by rediscounts from the central bank. 

for 
(The Colombian

credit systern operates with very high commercial bank reserve requirements
and large rediscounts, while the U.S. banking system operates basically inthe contrary fashion). Most agricultural credit continues to be lent atrates of 14% and 15%, although there is a great multiciplicity of rates, based on differences in maturities, types of crop financed, and size of borrower.
The current hope of the government with respect to the raising of real

interest rates on production credit seems 
to lie mainly on the side of educing
the rate of inflation. 

Interest rates charged by rural cooperatives are currently 18":,in most cases. Generally, this reflects an increase over the past two yearsfrom the 12% that was charged previously. (Actually, the legal maximum

interest rate that can 
be charged by cooperatives is This12%. rate ischarged, plus a 6% "administration fee. ") A few cooperatives may still be
charging 12%, 
 and a few have moved their rates up to 24%. UCONAL hasencouraged its affiliates to raise rates to 24%, but 18% continues to reflect
 
the general consensus of the movement.
 

The question of interest rates on savings deposits is rathercomplicated, in that no general treatment of such deposits exLsts. Many
cooperatives pay no interest, but declare annual dividends based on the
surplus generated by the cooperative. This procedure is similar to that of

the U.S. credLt unionmovement. Other cooperatives distinguish between 
 amember's cep iral (i.e. , shareholding) in the cooperative and discretionary
deposits. Discretionary deposits are paid interest based on a fixed rate(generally between 8% and 12%), while dividends are paid on the capital.
Some cooperatives have expressed concern that t' e recent increase insavings rates by the banking system to 16% may have an adverse impact on
cooperative savings, but there appears to be no concensus as to whether
cooperatives should raise their rates to match the banking system. 

The Mission, and the leadership of the cooperative movement, 
are committed to the use of interest rates that are positive in real termsfor cooperative lending, both under the project and in general. Unless
such a policy is maintained, there is a danger that financing will be obtained 
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for projects that are economically unfeasible, and that will collapse once
 
the subsidy element is removed. In the area of cooperatives, this lesson
 
concerning subsidy elements 
is quite clear from the experience of the
 
CECORA feedgrains project. As indicated by the discussion above, 
 however,
there is som-. difficulty involved in putting this principle into practice. 

In addition, there exists the problem of the interest rates
 
charged by tne 
Caja Agraria, the country's principal agricultural bank, of 14% 
and 157. 

Our expectation is that inflation rates during the life of the
 
project vill be 15% or less, so that the current 
rate charged by cooperatives
will meet our real interest rate criterion. Should higher rates of inflation 
continue, we vill require that interest rates to the final borrower either be 
raised to reflect this or be maintained at a higher level than that charged

by the Caja Agraria (i.e. , cooperatives will be required to raise their
 
interest rates unless the Caja does not do so).
 

The question of interest rates on member deposits is a some­
what more difficult question. In principle, AID should have no involvement
 
in this intere!st rate, since the savings 
are those of the coop members
 
themselves, and they set the rules concerning.the rate of interest to be paid
 
on such deposits. Nevertheless, the idea of cooperative members' savings

being decapitalized because of negative interest rates in real terms of such
 
savings is not pleasing and, in any event, there is a considerable empirical
basis for asse~ting that s~iving in general is encouraged by high interest 
rates. 

Given the abpve situation, we propose only to use occasional 
discussions with coop officials at the federation level as a method of sugges­
ting the possible advantages of high interest rates on member deposits. 

2. Agricultural Pricing, Marketing, and Taxation Policies 

In general, government policy towards the agricultural sector has 
been to let the market determine prices. There are sev.3ral exceptions to 
this rule -- most importantly, milk and sugar -- but most commodity prices 
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are the result of the interplay of competitive 'orces. Similarly, the govern­
ment conceives of its role in marketing currently as one principally involving
the maintenance of market-regulating stocks of commodities, and not of
active intervemtion in the marketing system. Finally, government taxation 
policy for the sector -- except in the case of coffee -- does not operate in
 
any fashion to restrict production. The personal income 
tax is the principal
vehicle for tax collection in the country, and does not operate in any discri­
minatory fashion against agriculture. In addition, the government is in the 
process of implementing a presumptive income tax for the agricultural sector,
which, though taxing the sector more heavily, should have desirable incentive 
effects on production. 

In semrnary, then, there appear to be no issue in the area of' agricul­tural pricing marketing or taxation that would serve to create policy issues

regarding the economic feasibility of the current 
project. Government policy
towards the scctor has been market oriented in the past and the expectation

is that, if anything, it will become so
more in the future. 

C. Economic and Social Analysis 

1. Rural Credit Demand 

Th proposed loan would provide $6. 125 million to the small farmercooperative movement, aboutor 180 million pesos. Since current loan levels 
to small farms from the banking system are about 3 billion pesos, and loan
portfolios of rural cooperatives are about 300 million pesos (see Section II B).
this sum is snall in relation to the potential demand by small farmers for
production credit, but it is quite large in relation to the current loan level

of existing cooperatives. Whether 
or not the cooperative movement can dis­
tribute such a large amount of additional credit will be considered in two 
parts -- UCONAL, and other cooperatives. In the case of non-LICONAL 
cooperatives, excludng the coffee cooperatives, the additional credit repre­
sents an expected 60% of the loan and counterpart, or about 110 million 
pesos. This fLgure would represent an increase of about 50 in their lending
operations which, while large, is not excessively so. The experience of the
Mission in its field visits during intensive review (about 25 rural cooperatives
were visited) was that increasean in lending on the order of 40% to 50% would
be quite easy. Managers of coops visited generally indicated that credit was 
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addtoioaltem UCONA. ruraler v; :scooper manbrsffrequ e ntly-,
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would like-to undertake if credit for the project could be obtained. Vhei " , 
....UONA, hwevr, eprset, secprsobdeman. In, a-d i t iollesuch projects would genierally require technical assistance from a feideration1 

or from SENA before it would be -ready'for externa1lfnancing, such, project 
do represent a potential demand for the funds.' In conclusion, then, it app~ears 
that the-re is cuirrently substantial excess~ deman nd for credit, throughthcesc. 
cooperatives, and that there wijl be no difficulty ihdibsiong thefiinds. 

4e, e UGONAL, however, represents a special problem. It se.ms quite
L Tpossible that CONAL will receive funds under an AID/COLAC loan, and 

accordingly might receive AID funds from two sources. Our projections 
assume that UCONAL will -receive $2.0 million from the COLA loan, ai'nd A 
30% ($1. 8 million) of the funds provided thrbugh Financiacoop' nler the 
current project. This total represents about 507. more than the current loan 
portfolio of the UONAL rural cooperatives, so thereis 'ani obvious questioii 
as to the ability of UCONAL cooperatives to absorb such ai iiLeasi 
lending. However, it is our~judgment that, while the $3.8 million being pro7
jected for use by UCONAL may represent a close to an upper limitf of abs cu_ 
bat.ve capacity, it does not exceed that capacity. UCONA L bas presented to 
AID a request-for $2. 5 million based' enti'rely upon expeced d and from 
integrated production credit coope ratives to be crltdudrth rn.po 
je.ct. In large part, these integrated rural producft 1 6 cofprp ivos will be 
restructured sa', ings anid credit cooperatives currently ai iittcd with 
U CONA L. In additi on, h owe'ver, U CONA L ha s prog rai114iu ud th~ctsi'1-01i 
130 new savings and credit cooperatives w-ithinflihree yetir5 "'tb ' 0 
members, whoso credit neeols are not included, in die iiqosJh .oi 

requirements of these cooperatives could absorb th( a iditicliiol 1,idM; wlihi~t 
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approval of &foreign loan from COLA C,.wAsq 
 recenly rejected.:, Consequently ,-44th~ere may be a fairly long period of negotiations ncnssary b~fore:'. satis
factory agreement can be 
 reached 'with the Bank of the-Republi'c, -and cIonsequently,lag thatimay be as long a Is, year between thie. beinn ofdsusmnof4­
this loanto UCONA.L and that of the COJ..ACloan, With zth1el' reSUlt-tl~t the

COLA C] ozin could act in part as a follow-on to this, loan. - Finally, 'it should
 
be noted that the above discussion has been based on. the assumption thatboth--loans would serve only the small farnw(rproduction-cr-dit-portinn of

UCONA L's artivities. To the extent that the 
COLAC loan, serves other partsof the federation's activities, it would not compete with-the--cretlona 

2. Economic Feasibility 

* There are rno fully satisfactory studies of the impact of additionalcredit on production and income for small farmers in- Colombia., A survey 41
taken in 1973 may provide some results in the-next year or so concerning

*the question, but we are left at the present with only partial-data on which,

to base our conclusions. Nevertheless, these results 
a-re. so impressive InI 
termns of the importance of additional credit on ihncreasedprdutllg dhat 
even a very conservative interpretation of the results- suggests c'redif is a

major bottlen~eck to increased produictilon. 
 -

There are -basically three. studies that btear on, the cqitostio. -Allthree work from the same data base (aI survey of 2900 farmrmsi 'n the

INCORA supe'rvised credit programntaken in. 1961), tobit 'I r re slilt-S 4A'(

not really indepe-ndent, 
 ev-en though each study dea s ""0itfferent,-qlls tons.

The first ofI the three, by Whitaker and Riordan, 
 n- staigatod tho, irnporfda,'----­of additional c'.edit on corn production among INGJORA recipi'zItb-I We1on"0 

-~/Morris Whitaker and James Riorldan, ''Supervised -1rdt.1 Mpt-----. 
on Profits Production, Fabtor Usef, T#,chnlcal1
Resource Allocation in :Corn Production in Colombian 

Or~ 
~-~ zg~clu~~%;~ 

Mimed.,1 
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clusion emerged that additional credit was r,.:mportant determinant of
improved technology and, consequently, incr eased production of corn. The
additional credit also resulted in more intensive cultivation, thus generating
employment. In quantitative terms, tne researchers found that one addition,i) 
peso of credit generated between . 7 and 1.2 additional pesos of net income to
the farmer. This is a very impressive result, implying a rate of return,
 
after loan repayment, of 70% to 120%.
 

,/
 

The second study, by Schwinden and Fiester, was done for the
 
1973 AID Spring Review of Agricultural 
 Credit. The report contains no
easily quantif.able data on the overall productivity of additional credit, but 
it does conclude that the INCORA supervised credit prog ram had a significant
impact on improving productivity and income for small farmers. 

The final study, by Wayne Thirsk, concludes that the marginal
%alue product (i. e. , the value of additional production from one unit of
 
additional input) for additional intermediate inputs is between 1.1 and 1.5.

Thus, to the exctent 
that additional credit is responsible for additional inter­
mediate input!7 (a link established in 
 the Whitaker -Riordan study), it is vc ry
productive. In addition, Thirsk found that credit productivity is higher oi,

small farrns than large farms, 
 and that, consequently, more credit should b­
allocated to srnall farms. 

It is generally assumed in Colombia and other developing countri,s

that the incremental capital output ratio 
is on the order of 3. The Thi rsk
 
figure on margnal value product suggests that it is probably below one for

small farmer agriculture, implying that additional 
capital can be used much
 
more productively in small farm agriculture than in the economy as a

whole. In add'ition, he found that this productivity was much higher on

snial! fa rms than on 
 large ones, so that the current credit system effectively 
allocates too lttle credit to small farms. 

Taker together,the three studies would suggesf 'erythat. corser­
vatively, we can justify the assumption that the average subloan will have a
real rate of return after repayment of 15% per year. In terms of income 
to the farmer, this would mean that his net annual income would increase
by $37. 50 by subloan under the project of $250. By the end of the loan. the 

3/ James Schwinden and Gerald Fiester, "The INCORA Supervised Credit 
Program," AID Spring Review of Small Farmer Credit, Volume V, 1973. 

4/ Wayne Thirsk, "Rural Credit and Income Distribution in Colombia," 
Rice University Development Studies Paper 151, 1974. 
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$7 million production credit activity should !-. enerating this average of

$37. 50 for a total of 28,000 farmers, for a *,,:l of $1.05 million per year

in increased net 
income to small farmer. '.Flt, incre;,se in production will,of course, be somewhat higher than this, sinc,, part of the value of increase.d 
production will be to.pay theused interest on the loan. The increased net

in orne is more difficult 
to relate to the a(tual incon i of the fariner receiving
the credit, since we have no definitive informa tion on the actual average net;
intcome of the expected borrowers under the program. Neverthe.less, We 
can assume thiat a figure of $400 is reasonable for thi.i, and thus note that

the average expected increase in net income 
to the participating farmer
 
would be some.what above 9% per year.
 

As indicated in the section on evaluation, the loan will include an
evaluation activity that will 
attempt to measure, through a lim lcl s urvey,
the actual impact of the loan on the net incoymes o the borrowers. Colse­
quently, we will have a basis for determining the validity of or assumptions 
,nec rn Lg thc re'turns to the farmers participating in the project. 

In terms of increased agricultural output, the project is expected
to lead, by th.' ,nd of the project to an annual incrcazs, in agriculti ral

production of $1. 2(6 million. This total is 
small in terms of' the Colombian 
agricultural s,-ctor, and even so in terms of the small farm subsector. ft
is expected thai the increased production will occur in the broad range of

small farner crops, and not represent 
a very large part o)f the output of 
any of them. Consequently, no significant problems if price inelasticities
 
or marketing problem should arise.
 

3. Social Considerations 

The proposed loan fits very closely with the Agency policy of 
promoting democratic institutions and self-help efforis, it. sems cl. -irthat the cooperative movement in Colombia in general is very democratically
organized and has, especially in the case of small far , ,.
effective parti(ipation of its members. A 

thi-
Mission rf'e t, *-n!dive attended 

the first of this year's regional assemblies of UCONAI, ard w., sq ,

impressed by the extent of popular part icipation ii dct isiwi-Tial ing a1d
policy direction. Similarly, visits to individual coop irat i %es ,onpos ed
of small farmers revealed the same spirit of cooperation and Joint decision-
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making. Tho members Often expressed'un,tppiness with the quality ofservice pro',,ided by government-run rural (".:!ties, and aorganizations had feeling that suchlittle interest in the small farmer. In many cases, thisfeeling had clearly had the creative impact oI establishing a spirit ofcooperative organization as the only way to improve their economicsocial status, in andaddition to providing a means for pooling resourcesinterchanging andideas about how increase agricultural productionmembers, th- cooperatives 
to 

of the
have often been the means for organizing peonpleto carry out publicworks on a volunteer basis. 

It is our 
movement 

judgment that this self-help aspect of the cooperativein Colombia is quite significant. As indicated inSection, the Backgrouindthe small farm cooperative movement, except for CECORA and theCnffee Federation cooperatives, has received almost no outside assistancesince the founding of the rmovement. Consequently,movement the rapid growth of thecan only be adequately explained by the conclusion that themembers derive sone -neaningful benefits from their mutual cooperation. 

4. Marketing Constraints and Linkage Effects 

As indicated in the economic feasibility analysis,production increases resulting thc. expected
from the project, while significant,be small will stillrelative to the agricultural sector as aproduction whole in Colombia (aggregateof toe sector during 1973 was $2. 5 billion),marketing bo:tlenecks so that majorshould not develop. Nevertheless,of the credit under the fact that mostthe program will be concentrated in certain small farmareas of the country could create marketing problems, however, for(:rops in somesome areas. In these cases, however, the concentrat tol lc!from this proje(;t will be included within the 

credil 
areas of concentrationactivity in ni (10Cpromotion of agricultural development. As the program developthe effect of the GOC integrated rural development projectsto support and reinforce the 

can be expe( fedefforts of the cooperatives toeconomic situalion of their members. 
improve the 

This reinforcement should take theform of a gradual improvement in the economic ny ironm-nt in saIlareas, fa r mcrtaking the form of improved road, improved marketini; channels, andincreased availability of agricultural inputs. The establishmentCooperatives of theComr-ittee under the loan will ensure that actual coordination 
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between thiL project and the integrated rural development program actuallydoes take place, and consequently that the prr.ject is properly linked withother activities to gain the maximum positive benefits from mutual reinforce­
ment. 

5. Potential Employment Impact 

As :ndicated in the section on economic analysis, the project isexpected tc have a positive impact on rural employment. Given lack of
vxv rking capital 
 the principal constraint to moreas intensive cultivation
of land on small plots, the additional credit will enable the recipients to
work his land more intensively -- using both 
more labor and more intermediateinputs of other typzs. The quantitative magnitude of this employment increasecannot currer.tly be estimated, since data on the crops that will be grown
with the loan funds and the extent of technology shift that will are not
result
available. Nevertheless, we can be fairly confident that the project will
have a positive impact on rural employment, and that this impact will 
occurin the areas where the greatest labor surplus currently exists -- the integratedrural development areas, where the bulk of the loar, funds will be allocated. 

6. Lncorne Distribution Impact 

Income distribution in Colombia is quite unequal, though the extent
of this inequality is subject to some controversy. 

The most satisfactory estimate,recent study by a World however, is available fy om aBank consultant, Jean-Pierre Jalladewho , 
the results of several previous studies to get one consistent set of figures.
The results of this analysis are shown in 
 Table XXXI. As indicated by theTable, the top 13% of households received half of all income in 1970, whilethe bottom 19% received 1.9% of the total. In terms of 1970 dollars, theJallade data would indicate that an income in the neighborhood of $1, 000would separate the bottom half from the top half of the income distribution.(In terms of current dollars, the figure would be around $1, 300. ) In orderto insure that loan funds are used on a 'more narrowly defined group, however,n
the maximum net income of borrowers under the program will be limited tono more than $800, in terms of 1975 dollars. This income restriction should 

5/ Jean-Pierre Jallade, "Public Expenditures on Education and IncomeDistribution in Colombia," World Bank Staff Occasional Paper #18, 1974. 
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TABLE XXXI 

INCOME DISTRIBUTION AMONG COLOMBIAN HOUSEOHODS, 1970 

INCOI, BRACKET 
No. of 
Households 

Total 
Inoome 

Cumulativo % otf 
Households Inoome 

(-peos). (Th6usands) (Billion pesos)­

0-6,000 
6-12,000 

12-24,000 
24-60,000 
60-12C,000 

120-240,000 
Over 240,000 

total 

639.0 
679.1 
836.0 
767.2 
294.9 
114.6 
25.9 

3,356.7 

1.99 
6.18 

14.87 
28.63 
24.66 
17.48 
9.12 

102.99 

19.0 
39.2 
64.1 
87.0 
95.8 
99.2 

100.0 

1.9 
7.9 

22.4 
50.2 
74.1. 
91.1 

100.0 

Souroe: 	Jean-Pierre Jallade, Public Expenditures on Education
and Inoome Distribution In Colombia, pp. 22. The actual
figures are derived from DANE Encuesta de Hogares //2,
McLure "The Incidence of Colombian Taces", and Cbrdoba

Distribuoi6n de Ingresos en Colombia.
 

*The average exchange rate in 1970 was 17.9 pesos/dollar.
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insure that the wealthiest borrowers under the program are still in the 
poorest 40% of the population. Our expectation, however, is that the 
average borrower under the program will have an average net income of 
about half that, or $400 per year. This would place the average borrower 
just within the bottom 20% of the income distribution. In addition to this 
income criteria, however, (and in order to help assure its effectiveness) 
we will also require that borrowers under the program own no more than 10 
hectares of land. As inlicated in Table XXXII, the existing body of data on 
the relationship between income and land holdings suggests that the 10 hectarc 
limit operates to give a slightly more narrow result than the income limitatiot 

i.e., a net household income below about 10, 000 pesos of 1970 compared with 

a 12, 000 peso limit for the income limitation. A study currently being under­
taken by the National Planning Department will investigate the feasibility of 
reducing this 10 hectare limit even further, so it can be considered a maxi­
mum figure for relending criteri a, but not a definitive one. 

Given the concentration of the loan resources among the poorest 
40% of the Colombian population, and its expected positive impact on incomes 
of this group, the loan should have a definite positive impact on improving 
the income distribution in Colombia. As indicated above, in the section on 
economic analysis, the average loan under the program should result in 
an increase (;f about 9% in the annual income of the average borrower (who 
will be in the lowest 20% of the income distribution). Consequently, the loan 

should have a direct effect on improving the income distribution in Colombia. 
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TABLE XXXII 

AVERAGE' INCOME OF PRODUCERS BY FARM SIZE 

(1970 Fcsos) 

AVERAGE 
INCOME Number of Producor.; 

3,588 117,830 
5,244 112,520 
6,403 84,745 
7,286 56,430 

10,129 159,660 
15,400 117,865 
18,630 48,855 
23,018 30,485 
28,160 20,670 
35,328 47,760 
65,688 26,555 

113,546 16,345 
282,900 4,930 
523,848 2,365 

1,456,452 1,100 

16,960 848,115 

Source: Number of Producers is based on the 1970 Agricultural
 
Census. Average income figures 
are derived from Berry

"Land Distribution, Income Distribution and the
 
Productive Efficiency of Colombian Agriculture", Yale
 
Encnomic Growth Center Discussion Paper /108, 197.
 
The Berry data is for 1960, and has been converted to
 
1970 pesos (through use of the GDP d'flator) to obtain 
comparability with Table XXXI.
 

tUNCLASSIFIED 



-97­

/ 
D. Financial Aspects 

I. Borrower and-Terms 

The Borrower of the loan will be the Republic of Colombia repre­
sented by the Ministry of Finance. As the entire loan is to finance rwc,,l
costs of the project, AID will disburse pesos pirchased on the open market 
to the Borrower, althougb the loan will be denominated in dolli rb for pu rpse,.
of repayment to AID. The Borrower's repayment terms will AID'sbe most 
concessional. 

2. The Subloan 

The Tinance Ministry will relend the pesos it receive.- from AiD
 
to the Cooperative Finance Institute (Financiacoop) at terms of 25 years,

including a 5-year grace period,at 7u/0 interest. to
The loan Pinanciacon p

will be denomiated in pesos. 
 The shorter repayment period, coupled wiuh 
the 7% interest rate, will allow the Borrower to repay AID .vth no expected
real subsidy to the cooperative movement additional to that implicit in AID 
loan terms. That is, at an expected average devaluation rate of 9. 51',,

annually (the 2 5-year 
average has been just over 10%. :dlthough over the last
10 years the rate has been under 8%), the funded repayments by l;inanciacoop 
are equal in value to the Borrower's repayments atto All) the tin-n of the 
final repayment. (See Annex Ill for a full exposition of this point. ) Because
 
of the high cost of lending to small farmers and because of the high benefit
 
to the AID target grqup, 
 ancl the project objective of strengthening the
 
,ooperativ- movement, 
 the subsidy implied by AID's most concessional
 
terms is justifiable.
 

3. Financial Plan 

Within Financiacoop the loan project will be implemented in two 
parts. One part (the marketing activity) up to the peso t (111i' -11(.1t o,,l . 
million, for CECORA, will be relent for specific prrjec's which 2

feasibility and suitability 
-atisfy '5, 

criteria established by the l-oject Co mitfce 
and approved by AID. Those funds will be match, J on a one-fr-one ban is -­
half from the Bank of the Republic rediscounts at 7%, and half by CICORA's 
own resources. The subloaas to CECORA will be macie at 'W%with terms 
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dependent on 
the feasibili.ty studies of the subprojects. Whether CECORA

will be required to nqain~ain deposits in Financiacoop equal to 5% of its
 
lending (as borrowing cooperatives are generally required to do) will be

subject to further study. 
CECORA will attempt to acquire a government
 
guarantee for its subloans from Financiacoop.
 

The second part of the loan (the agricultural credit activity),

will be sublent to rural cooperatives. 
At least 80% of these subloans
 
will be passed througli cQoperative federations. A total of $7.0 million
 
is involved, of which the AID loan will finance one-half 
($3.5 million).
The balance will be financed three-eighths by Financiacoop ($1.75 million 
from Central Bank rediscounts and $875,000 from Financiacoop's internal 
resources) and one-eighth by the cooperatives ($873,000). 

Half o' the counterpart for this loan will come from a special re­
discount facility in the Central Bank in 
favor of Financiacoop. That is,

the BOR will make an additional credit line available to Financiacoop
equal to 50% cf its receipt of AID loan funds. 
 That discount line will
 
apply to Financiacooy loans made under the conditions of the marketing

activity and credit activity of the project. In consideration of the new

Administration's interest in cooperatives, the BOR made a new line of 
re­
discount credit available to Financiacoop equal to 250% of its paid-in

capital, principally membership fees and voluntary contributions. The BOR
 
rediscount contribution to 
the loan is additive to this amount.
 

Unrestricted access to 
funds equal to 250% of capital would be
 
an explosive resource base for the cooperative movement. Neither the
 
BOR nor the Superintendency of Cooperatives, which promoted the Special

discount line, ever foresaw this as an unlimited resource. Indeed, 
the

Mission anticipates that Financiacoop's rediscount facility will be per­
mitted to grow at 250% of its capital growth through the end of 1975, at 
most. 
Further expansions of its rediscount facility, additional to the
 
counterpart to the AID loan, will be based on general monetary expansion
considerations, In the Financiacoop financial projections we have as­
sumed that after this year, the BOR rediscount facility will be allowed 
to grow on a one-for-one matching basis with Financiacoop capital. Dis­
cussions with DNP and the Monetary Board have confirmed the reasonableness 
of this projection. 
 It is expected that the absolute level of discount
 
facility achieved by the end of this year (projected to be 289 million
 
pesos) will be maintained and that the 
future discount rate of 100% of
 
paid-in capital will apply to net 
future additions to capital.
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TABLE XX.T1r
 

PRO5EOT DISBURSEMll,,'T SCHEDULE 

($US 000) 

Year 1* Yoar 2 Year 3 To
 

Source
 

Part I of Loan Projeot 

AID Loan 
 1,000 1,500 1,000 
 3,!
 

Fi nanciacoop BOR Discounts 500 750 500 i, 

Crodit Union and federation 250 375 ]50 15 
rosoui'ces
 

Financiacoop ov'n 
resources 250 375 
 50 875 

7,000
 

PART II of Loan Project
 

AID Loan 
 1,000 500 
 1,500
 

CECORA'e; own resources 500 250 750
 

Pin:anciacoop BOR Discounts 500 250 
 '750
 

3,000
 
Ilmi(TAl,L 'romotin P.ctivity 

All) (" Itlnt 200 180 100 480 

:lporintendoncy of Coops 

GOC BUdget 060 060 1'30 1 00 

Thu Projoct is oxpected to begin during finalthe quartor o' 1975, and
hn completod within three years. 
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The subloans to federations will ade ati 9"', generally for
 
short terms. Financiacoop will add 5% 
 r.. i. • subloalls which, when repaid,
will be credted to the deposits maintained by the Borrower's federatio(1 ill 
Financiacocp. Federations in turn will lend to rural c(operali-,ves at I "
 
for short terms. The interest 
spread availble to federations (approxirnat:ely
$150, 000 annually during the first five to ten years of the project) will be

used to finance 
increasec services, especially cooperative education, pro­
vided by the federations to their mombers. The spread should also increase 
the capitalization of federations by increasing retaine~l earrngs. 

Aily direct subloans by Financiacoop to rural cooperatives will

be made at 12%. so 
that the interest rate to the cooperative will be the same 
whether it has borrowed from a federation or from FIinanciacoop. Part of
 
the interest spread earned by Financiacoop on these subloans will be ear­
marked for rural cooperative education, 
 primarily scholarships for riurl
 
cooperative leaders' 
 attendance at courses of the cooperative university
 
(INDESCO) or of SENA.
 

Financiacoop will add 5% to the value of loans to
individual cooperatives to 
be credited to that cooperative's

deposits in Financiacoop. In 
turn, local cooperatives will

charge an extra 5% or 
10% of subloans &s a forced capitali­
zation fee imposed on borrowers, i.e., borrowers will repay

110% of their loans, 10 points of which will be added to
their share deposits in the cooperative. Colombian coopera­
tives have generally had to ration credit among their mem­
bers through debt-equity ratios which have so 
far not exceeded
 
3 to i. 
 With greater fund- aiailabilities these restrictions
 
will no douLt be 
relaxed, especially for agricultural pro­
duction credit. 

'[he rural cooperatives which receive funds either directly from
Financiacoop or through federations will receive at least a 6 margin on 
subloans. (That is, they will charge at least 18% iterest Oil 11libloilts. 
while some c-ioperatives will .harge up to Z4%. ) Subloan applications are
 
reviewed by loan committees 4Aected from among 
cooperative nweflibers. 
Subloans g,.nerally require a fiduciary guarantee. A conditionl of lV1iiiin iacoop
arni federation lending to cooperatives will require ;1 nTaxill10l si/Zed
subloan of US$50(1 equivalent. The lncal cooperative will devote at I.ast 

percentage points of its interest earnings on loans under the project to
finance agricultural technical. assistance either by hiring its ovn ,igr'l 1O,'r0,1ists 
o r thltough contracts., with ICA. 

4. Disbursement Schedule 

The disbursement schedule is summarized in Table XXXIII. 
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5. Financial Projections 

The primary immediate benefit for the cooperative movement

from the loan project will 
be an increased level of financial activity.
Increased activity will yield increased cooperative profits as it reduces

the overhead load. More important, it will stimulate 
 internal capital
formation both from inyreased income and from greater savings by the
cooperative members. While it is impossible to predict with cilnlidence

the quantity of rural cooperative savings growth which will 
be stimulated
 
by an infusion of an additional 
five million dollars to the movement, there
is evidence to support the inference of substantial growth. The general

worldwide credit union experience supports such a projection. 01' more

immediate relevance to Colombia, there theis experience of Viinanciacoop
itself in the past several months. Since an additional, attractive, redis­
count line in the Central Bank was made available for Financiacoop in
 
October, ',974, 
 the paid-in capital of cooperatives anxious useto that
 
credit has grown from 26 million pesos to 70 million pesos.
 

A thorough and apparently reasonable projection of the growth
of rural cooperatives promoted and assisted under 
the proposed UCONA L,

grant program' suggests that savings 
of about $1. 5 million wi]l be gene­
rated during the three-year disbursement period of th,e loan, and an

additional $1. 5 million during 
the following two years within the 280
 
UCONAL af'iliates benefitting from the grant project 
alone. Those
cooperatives are expected to receive about one-third of the credit avail­
able under the rural credit union 
part of the project. Growuh of other
 
rutral 
cepe ative savings and capitalization may be sornewh;tt lower, in

that they will nct 
benefit from the UCONA L promotion activities. Thuis, 
as i v,.ry rough projection of rural cooperative savi n gs stimulated li
the loan project, we expect those new savings to reach $3 million by the

end :,f the third year of the project and to grow by at lealst $1. 
 5 milli n
auinwllly during the following years. lendingAnnual levels sholld be­
between $8 and $10 million dollars by the end of the third y-,ea of the p rnojct(. 

See the document by Carlos Flores of COLAC,''Propuesta de Proyecto,
January, 1975, which has been filed as a Supplement to this CAP. 
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TABLE XXXIv,
 

EXPECTED ADDITIONAL EARNING,; RESULTING FROM iNvITERI 
MARGIN ON PROJECT SUB-LOANS 

(000 Dollar Equivalent)
 

Year 1 Year 2' 
 Year 3 Yetar 4
 

Finanoisaoop 
 33 100.5 153 173
 

Credit Activlty 
 18 
 63 108 126
 

Prom AID Loan 
 12 42 72 
 84
 

From BOR 2/ 
 6 21 36 42
 

Mnrkoting Activitty 
 15 37.5 45 
 45
 

From AID Loan 
 10 25 
 30 30
 

Prom BOR 
 5 12.5 15 15
 

Coop Fodoratior.s 
 21 73.5 124 147
 

Rural Coopo 5/ 49.5 184 
 312 367.5
 

i/ W!'gi!i of 21 on loans to federations, 801 of Part 1, and 5,, from 'V;ic'h
i/,:pont on odunation has boon deducted on loans directly to coopera;ivo 

V1 BOR rodirou:,t,; carry 7% interest chargo to Financiaoop. 

I/ M rgin of10/ 

j/ MAtrgin of 3/, on 80'1 of Part I 

J. Mirgin of 61.o on all of Part I. (Some cooperatives will have a highern,.,gin, if the 
final interest rate exceeds the 18% minimum.) Two
points o1 the 
 argin will be required to be spent on technical
 
'qu;:istnneO.
 

Note: Eu.rningr have boon caloulatod by multiplying margin. times the
ouinulated disbursements of prior years plus half t;ho disbursements
of the ,urront year, per the Disbursement Schedule of Table XXXIII.
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Federation income generated by the project is especially hard toproject accurately, largely because different federations have different
fees. Federation interest income is expected be $150,to 000 annually

by the third year of the project. Auditing and membership fees may be
about half that. UCONAL's additional earnings, exclusive 
of auditing fees,from the 280 cooperatives they are expected to promote and assist during
the first five years of the project (see PROP) should exceed $50, 000 by the
fifth year. Again, other federations will probably not earn as much on thevolume of their operations, but it is clear that the rapid increase in lending
activity by federations will have a stimulating effect on their overall level 
of operations, 

The cash flow projection for FLnanciacoop is shown as TableXXXIV. The cash flow demonstrates substantial capital growth, in excessof its debt service requirements, for Finonciacoop. Even with the projecte(
growth, Financiacoop, at the end of ten years would still be a relatively
small financial institution with capital of about $30 million and total port­folio of $10C million. The cash flow is based on Financiacoop' s current

regulations regarding 
administrative fees and forced capitalization. Theadministrative charges would no doubt fall substantially as average costs

fell due to the much higher lending level expected in future years.
 

The fozced capitalization could also be adjusted downward if the

affiliated cooperatives so desired. 
 We would expect the coop, however,
to recognize Lhe leverage available from the forced capitalization as well
 
as the capitalization of interest 
on their deposits in Financiacoop, thereby
maintaining the capital growth fairly close to the projected level. 

The tables i.- Annex IV, which are the bases of muclh of the c.Ish

flow, demonstrate that Financiacoop will have 
no difficulty servicing its 
debt from the AID loan and the BOR rediscounts. 

6. Prospects for Repayment 

The prospects for repayment of the proposed loan are excellent.
The Government of Colcmbia will undertake the obligation and assume
the exchange risk. Colombia's debt service burden is low compared toother Latin American countries experiencing similar economic conditions. 
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The lending experience within the c--)perative movement itself has 
been excell!!nt. Bad debt rates within rural cooperatives have been rela­
tively quite low given the inherent riskiness of lending to the rural poor.
Bad debts, including late payments, averaged less than 5% among several 
cooperatives visited during the preparation of this project. Financiacoop 
has enjoyed an excellent record of only 2% delinquency. Although the 
growth rate will cause greater lending risk than that experienced so far, 
the prospects for capable portfolio management are good. 
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E. Other Considerations
 

I. Performance of, the Colombian Economyv 

The current performance of the Colombian economy representspicture. The growth rate over the past 
a mixed 

several years beenhas satisfactoryexceeding 6/ in each of the last four years. On the other hand, inflationhas become a serious problem, with the average rate of' increase for 1973 and1974 averag'i.ng 25%. (The question of inflation is treated in somewhat moredetail in Section II.9.1. The current government, which assumed power inAugust, 1974, has taken strong measures to slow the rate of inflation, andit is oxpnected that inflation will gradually bej reduced to more acceptablelovels. The. anti-inflation measures 
taken so 
far include a major tax reformaimed at improving the government's fiscal performance, eliiminuition of ,;omegovernment, subsidies, liberalization of imports, and a very tight monotar-ypolicy. This austerity is expected to have a negative impact on the growthrate, and some obser\ers project a GNP growth below 3% for 1975. Ueverthe-,loss, given the induced nature of this contraction and the fact that theeconomy appears to be generally sound, it appears likely that more rapidgrowth can be forthcoming by 1976, in an 
environment where inflation is
 
much less serious.
 

The balance of payments picture for 1975 appears somewhat unfavorable,duo minly to a softening of demand for Colombia's major exports. Coffee
pricer have fallen substantially over the past six 
months, arid prospects forthe future seem unfavorable. At the same time, the recession in theindustrial countries has Ted to a slowdown in exports of industrial products,
with registrutions for the first two months of 1975 trailing slightly tho
figiure for -t,.o same 
 period a year earlier. At the end of March, 1975,i rlornation-al reser',o stood at $370 million or about throe mouths imlnor'-s. 

by th' ond of the year, current projections are that roervo willhe .,io.itantiai1, ,oJ.ow this level, and that the country mnay wish reek 9to:;tand-V; Agreement with the International Monetary Fund. .!over+:oless,tlis prohlm does, 101not erit the term "crisis", and the expo 'a't c!: isthirt, fhroughi -roino reduction in the current high levol of impo is and a­1mprovomont in externalthe demand situation, propects Will again Login ioimprove er', the balanco of payments in 1976. 

In general terms, then, the current performance and management ofthe Colombian economy indicate no problems thewith effective utilizationof the oar.. The current austerity program reflects a serious effortdol with the n,,,jor problem of the ecoomy, and reflects a high level 
to
of',onc,r,rri for good economic management. The balance of payments iscurrontLy in deficit, so that the effective transfer of the dollarresouroos made available under loan assurnrlthe seems 
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2. Impact on the U.S. Economy
 

The activities proposed for this loan will not compete with U.S.

enterprise, 
ror will they have any adverse effects on the U.S. Economy. TileLoan is expected to primarily increase production of basic food crops, with
the expected increase in production intended for domestic Colombian 
consumption. 

The loan will increase foreign exchange availabilities, which in
turn should !oad to an iporease in U.S. 
exports to Colombia, particularly

in view of the fact that since 1972 the U.S.'s share in Colombian imports

has risen neerly 5 percentage points to 431 
of the total. Similarly, the

expected general impact of the program of contributing to the overall
 
economic and social development of Colombia should, 
over the long term,

provide a larger market for U.S. 
exports, assuming their continued price

competitivenefs.
 

3. Environmental Considerations
 

Being an intermediate--credit--institution loan, the project will
have no direct effect on the quality of the environment. Nevertheless, the

loan agreement will contain a covenant requiring the 
borrower to adequately

take into account environmental considerations in the granting of subloans.
 

4. Role of Women
 

The proposed loan would provide 
credit to primarily provide produc­
tion credit for members of rural cooperatives. As such, the loan cannot
be 
expected to have a major role in enhancing the role 
of women in economic

development. Most farm households are headed by men, who can be expected

to be the bulk of the borrowers under the program. However, the borrower 
will ensure that steps are 
taken to prevent the existence of sex
discrimination in the issuance of sub-loans under the project. 

While nd especially important as borrowers under the program, women 
can 
be expected to play an important role in its implementation.

indicated in the institutional summaries, 

As
 
women are quite important in

each of the implementing agencies. About 40%o of the managers of ruralcooperatives visited in the preparation of this project were women, and
the number of women professionals in the national offices theof agencier
goes considerably beyond the level of tokenism. All these agencies have
assured us 
that no sex discrimination exists in the hiring of professionals,

and 
that the women professionals enjoy equal 
status with 
men in status and
 
salary. 
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SECTION III - LOAN ADMINISTRATION 

A. Target Dates 

Current expectations are that loan disbursements will begin during
the final quarter of CY 1975, following approximately 60 days for loan 
negotiation and 90 days for meeting Conditions Precedent. 

Evaluation of progress toward meeting project goals will take place
annually beginning one afteryear loan s:gning. The first such eVau;aion
 
should therefore take place during July, 1976.
 

Disbi rsenent of the loan should be completed within th ree years of
 
lean signing.
 

11. Disbursement Procedures 

[il)sbrsemtent of loan funds will be made on a reimbursement basis 
as a fixed proportion of actual Financiacoop subloan disbursements -­
two-thirds of tneir di 3bursements 
 of up to $1. 5 million dollars equivalent
to CECORA "3nd four-sevenths of their disbursements of up to $3. 5 million 
dollars equi.vhlent to eligible rural cooperatives or their federations.
 
Because we inderstand the 
GOC will insist that loan funds pass thro,ugh the 
Treasur y, d.t.bursements will be made to a Special Account to be held by

the T''re ,sirer exclusively for Financ acoop.
 

(C. lotn xloitrii.K 

P! i,iary re sponsihiity for monitoring Icoan implementation will r st 
witb 1',e USAI D/C Capital Development Office assisted by the Progrini
Icon o.,0 . Rnril D)evelopnent, and C ont.roller staffs. One C, 1ombtan 
direct-hire professional will he involved essentially fill-tine in the moni­
toring of the &Iy-to-.day progress of the project. Disb'-,,s em en: roeqlies:s
will be ac,cr p:jtied by detailed reports of" program alc'I% iteS Which shall 
SC rV( ;as t-e [),Isic rliainagemeit tool. Qualitative progress bc%\ill 1ti'wCd 
throrglh p, ri,.dic field inspections. 
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D. Evaluation 

In order tc; assure eivaluation of the project's impact at both the goal
and purpose levels, as well as provide timely implementation monitoring

information for the project's 
managers, both Colombian and ,U.S. the

following comprehension evaluation 
plan has been prepared. 

1. Ias. line Study 

The Mission has, from the Agricultural Sector Analysis Activities,
informati,'n on the productivity of additional credit provided to the smallfarm. It i, the hypothesis of this project that additional credit to the small
farue'u,-will i.,,':ase his productivity, which turn willin increase his income.
Prior to the outset of this project, th re will he a contract thefundd under 
Rural Sa ings and Loan Cooperative PR-OP with INDESCO to conduct a
t'iseline stidy which will theyield level of income of the cooperative potci­
tial and ,,:-rent small farmer members. There currently exists incom-,e

da;t;i for all small farminers. The baseline 
study will determine current incon­
levwIs of itarndoma sample of small farmers from a smi ll group of partici­
pating coper atives. During each year of implementation, we will re-inter 

the same farmers to determine if the current 
small farm cooperative

eirnnber's income has increased as additional credit becomes available to
him, and compare the income increases 
of this group to the change in income 
of sinall f'r_,mners as a whole. 

-. Arnr,, l 'Reporting 

In idditimi f:,o containing an annual summary of the progress iimide
in achi,-ing planned outputs (detailed in :he quarterly and monthly I eports
s'iti n b[ uwl the annual reports will include a detailed statement ,,A pro­
gress in .ichie\ing purpose level indicators. The indicators theand reporting
formit t- ho includccd in the annual report are: 

Fhstahli. -,I in'al credit incoops integrated rural de,,elopment are it 

CY No. Planned No. Achieved 

76 45
 
77 75
 
78 80
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Increase membership of rural credit coops: 

CY Planned Increase Increased Achieved 

76 6,000 
77 	 24,000 

78 	 50,000
 

Percentage of currently unaffiliated coops joining federations:
 

CY Percent Planned Percent Achieved
 

76 	 20
 
77 	 50 
78 	 80
 

Reduce percentage of unaffiliated coops: 

CY Percent Planned Percent Achieved 

75 45
 
76 35
 

77 30
 
78 25
 

Increase annual rate of growth of rural credit coop savings (in 1974 dollars): 

CY Rate Planned Rate Achieved 

75 10
 
76 15
 
77 15 
78 20 

Increase savings (measured in constant dollars) in rural credit (ops: 

CY Amount Planned Amount Achieved 

75 4.0 
76 	 4.6 

77 	 5.3 
78 	 6.4
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Percentage of currently unaffiliated rural c, ,ps belonging to Financiacoop: 

CY Percent Planned Percent Achieved 

76 20 
77 40 
78 60 

Percentage of all rural coops belonging to Financiacoop: 

CY Percent Planned Percent Achieved 

75 29 
76 40 
77 60 
78 80 

Amount of funds flowing from Financiacoop to rural coops for small 
farmer credit: 

CY Amount Planned Amount Achieved 

75 0. 5 million 
76 2. 25 million 
77 4.90 million 
78 6. 70 million 

Number of first-time borrowers: 

Reporting Period No. Planned No. Achieved 

76 3,000
 
77 5,000 
78 6,000 

14, 000
 

Number of' Production loans outstanding to Target Group: 
CY No. Planned No. Achieved
 

76 
 8,000
 
77 
 20,000
 
78 22,000 

Amount of Marketing Loans Outstanding: 
CY Amount Planned Amount Achieved 
76 2,000 
77 3,000
 
78 3,000
 

Quarterly and monthly reporting will be used to indicate the progressbeing made toward achieving the project's planned outputs. The monthlyreports will be largaly financial, providing the following informaition: 
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- number of production loans nuts': rnding;
 

- amount 
of project funds in outstanding production loans; 

- amount of marketing loans outstanding;
 

- amount of disbursed project 
funds ic;t in outstanding loan 

- average size of production loan (targeted amount is $250).
 

The quarterly reports wiJl summarize the 
monthly data for the quarter, but
will also provide the following additional information: 

- Mumber of new borrowers; 

- loan delinquency (the projected rate is 4%); 

- average loan processing time (the projected rate is six weeks
from first application by individual cooperative to receipt of funds); 

- number of marketing projects identified by CECORA; 

- quarterly profit: statement of the CECORA feed-grains project.
 

These reports will be augmented by frequent 
field 	trips by the USAID project
monitor. The 	USAI ) staff will visit an average of eight cooperatives permonth during irnplcment-ition, and supplement these visits with discussions
with 	Pea, e Cerps Volunteers and SENA professionals working in the project. 

E. 	 Conditions Precedent 

fn addition t, t' e normal AID conditions, the proposed loan will 
require that: 

1. Prioi :o the issuance of any commitment document or to any
dishursement iinder the 	loan: 
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a. The Borrower shall establish 1 Project Coordinating Committeefor administering the project, under the di tction of the National Planning
Department (DNP). The Borrower shall furnish documentation satisfactory
to AID, showing the planned functions of the Coordinating Committee in

coordinating the various 
project activities, evaluating the progress of thevarious project components, and collecting baseline data to be used as a
 
basis for that evaluation.
 

b. The Borrower shall submit to AID, for its approval, an agree­
ment with Financiacoop specifying the terms and conditions of the funds to
 
be relent to Financiacoop.
 

c. The Borrower shall cause the Project Coordinating Committee 
to submit to AD for its approval: 

(') A policy statement co'ering the operations of -inanciacoop
tinder the loan w'ich establishes the general agricultural lending policies

of Financiacoop, 
 defines the sublending criteria which must be met by
cooperatives to cstablish their eligibility for receiving project fundi, setsforth the terms and conditions upon which subloans under this project will

be made, and pi ovides a time-phased implementation plan wh , h shall

include a schedule for the counterpart funding to be provided by the BOR
 
and Financiacoop:
 

(;.i) A time-phased implementation plan which shall include 
a schedul, showing how the technical assistance and training to be financed

under the cempanion AID rural cooperatives grant project will 
be coordina­
ted with the a(tki\ities to be financed under the loan: 

(iii) An outline of a program of cooperative education to beundertakn hy Fi nin c it coop, and a definition of the criteria which wil! be
applied t(, ,:dji in I:he acceptability of cooperative education plans submitted 
to Financiac(:,)p by (-(operative federations which intend to borrow loan 
funds on beh,ill" ()I !heir members. 

(iv) A poticy statement outlining the considerationsF that willbe giVen to inali.n compleimientary agricultural inputs available t TIhosecooperaLives that will be borrowing credits from Financiacoop under the loan. 

2. Pr ior to any disbursement of funds under the loan for an activityof CECOIUA or ;any of its affiliates, the Project Coordinating Committee,('CORA and AID shall agree upon a statement of lending policies and 
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procedures which will apply to any subloans 'riade by Financiacoop to

CECORA or its affiliates from project funds. 
 CECORA shall also furnish astatement outlining its intended use of project funds, including a plan forobtaining the participation of an increasing number of lower income farmers 
in this portion of the project. 

3. Prior disbursementto the of any funds under the loan to UCONAI,
or any of kts affiliates, the Plroject Coordinating Committee, 
 a UCONAL,and AID shall examine whether additional external resources are available
to UCONAL and 
 shall assess theii likely impact: on projected UCONAL lendinf'.A determination shall then be made regarding UCONAL's capacity to effectively
absorb the additional resources.
 

Covenant s 

1. Unless AID shall otherwise agree in writing, the Borrower,

represented by the Project Coordinating Committee, agrees 
to conduct
 
annual reviews of the prpgress of the project with 
AID. 

2. Unless AID shall otherivse agree in writing, Financiacoop shall
allocate up to $3. 5 million pes,,s equivalent of loan funds for agriculture­
related lending to eligible subborrowers (credit acLivity), and that 
at least80% of the project funds shall be 1,-,,t to cooperative federations on behalf
 
of their eligible rural cooperative members.
 

3. Unless All) shall otherwise agrce inwriting, Financiacoop shall
 
allocate 
up to $1. 5 million peso eqoiiivalent of the loan funds for specific
marketing investments by CECO'RA and/or its affiliates. Any such funds
for purposes 
other than in'ovatt,,' rnarketing interventions directed
specifically at the target group thai have not been arproved for specific Sub­projects within one of loan shallyear signing be subjcct to reallocation byFinanciacoop and shiall becorne ievailable for agriculture -related lending to 
eligible cooperativys//federatioii 

4. Any Subloan application from GECORA or its affiliates in excess
of $I 00, 000 peso equivalent shall be supported by an independent feasibility
study to he carried out in form and substance satisfactory to Financiacoop
and the Project Coordinating Committee and subject to prior approval by AID. 
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5. Unless AID otherwise agrees in writing, funds received from therepayment of principal of subloans made with project funds shall be usedsolely for additional sublending for the same general purposes.
 

The Borrower agrees to undertake6. annually, jointly with Financiacoop
and AID, 2 review of interest rate policy governing the rate paid by final
borrowers of project funds for the purpose of adjusting interest rates., if necessary, in line, ith inflationary and/or monetary conditions. 
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SECTION IV - ISSUES 

A. Extent of Credit Demand 

Given the possibility that AID will make a concessinnal loan to COLAC
for relending to its members (which include UCONAL), there is an issue
concerning the ability of UCONAL to use both the proceeds of the current
 
loan and a portion of the COLAG 
 loan. This issue is considered in Section 
II C 1, where it is concluded that UCONAL can productively use both $2.2
 
million from the COLAQ loan, and $1.8 million from this loan during the
 
three-year disbursement period of the loan. 

. The Real interest R;4te 

The issae of the adequacy of the 18% currently charged by most rural
 
coops for loans to their members, in view of the experience of inflation

of around 25% per year during the past two years, has been raised. The

question is discussed in Section IT B 1, where the conclusion is drawn that,
since the expected future rate of inflation is on the order of 15%, and 
since the 18% currently charged exceeds that charged by other agricultural
lending agtoncies, the 18% rate is adequate for loans made under the project. 

C. Financiacoop Repayment Terms 

At the beginning of Intensive Review of this loan, the Government of 
Colombia proposed to pass the entire loan to Financiacoop under approx­
imately the same concessionary terms it receives from AID, but to deno­
minate Financiacoop's repayment obligation 
in dollars. The Government 
argued that the subsidy implicit in AID terms and substantial counterpart,
through BOR iediscounts, also on concessional terms was sufficient for 
the social purposes of the project and that, 'herefore, the Government 
would not absorb additional subsidy. The Mission agreed with this position.
However, Financiacoop, like m.ost enterprises in Colombia, was extremely 
wary of absorbing the exchange risk of the AID loan. Given the constant but
erratic devaluation of the peso in Colombia, borrowers generally prefer
high interest rates on peso rates dollar loans.loans to lower on The IBRD
industrial loans for large enterprises, which offers choice between those 
two alt.rrnatives, has been entircly used for peso-denominated loans. 
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Therefore, the Mission developed a set of subloan terms for a peso­
denominated loan at 7% for 25 years, including a five-year grace period
which has been tentatively accepted by both the government and Financiacoou. 
Under those terms, as explained more fully in Annex III, the government
will pass the entire concessionality of the AID loan to Financiacoop with, 
however, no additional subsidy. Financiacoop much prefers this alternative 
to receiving a dollar loan even for 40 years at 2% or 3%, because it will 
not have to absorb annual depreciation which has averaged 8% since the 
Second World War (or 10% over the past 10 years) and which tends to 
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CHECKLIST OF STATUTORY CRITERIA
 

(Alliance for Progress)
 

The following abbreviations are used:
 

FAA - Foreign Assistance Act of 1961, as amended.
 

FAA, 1973 - Foreign Assistance Act of 1973.
 

APP -
 Foreign Assistance and Related Programs Appropriation Act, 1974.
 

MMA - Merchant Marine Act of 1936, as amended.
 

BASIC AUTHORIT\ 

L. 	FAA Sec. 103; Sec. 104; Sec. 105;
 
Se. 106; Sec. 107. Is loan being made
 

a. 	for agriculture, rural development or nutrition;
 

Yes
 

b. 	 for population planning or health; 

No 

o. 
for, 	oducation, public administration, or human resources
 
development;
 

No
 

d. 	 to solvo ioonomic and social development problems in fields 
:;uch as transportation, power, industry, urban development, 
a'nd 	 oxport dovelopmont. 

No 

e. 	 in :;,ipport of the general economy of the recipient country 
for dovlopmont programs conducted by private or international 
organizations.
 

NO.
 



COUNTRY 'PRFOR(AOE 
V-2 

Progress TwrsCu Goals, 

a. :FAA S e06'2 08~sSo-o 51 

A. Describe extent to which _oountryis:
 

(21,) 	 Making appropriate efforts to increase food

production and improve means for food 
 t
 
and distribution.
 

Colombia 	is making ap'ropiate efforts through its Office of Agricultural
Planning, 	Institute of Agrioultural Marketii 
,tInstitutefor Development
of Natural Renewable Resources, and the Colombian Agricultural Institute.
These efforts are more fully described in Seotion IOf thisoP as well 
.as in the 	arnalysis of the Agrioulture Secor dated March, 1972 as revised
May, 	 1973 and lune, 1974. 

(2) Creating a favorable climate for foreign
domestic private enterprise and investment.
 

With 	respeot to domestic private investment a favorable olimate has been 
 .
 
maintained and investment continues at a respectable rate. With respect
tforeign private investment, some enterprises, which might possibly
fall 	within the restrictive provisions of the Andean 
Code, may have been
deterred by the uncertain legal status of the Treaty of Cartagena and the
Andean Code from investing in Colombia; ',


but the amount of investment, if
any, 	so deterred is a matter of speculation.
 

(3) Increasing the public's role in the

developmental process.
 

The public's role in the development process is clearly being increased,au 
witnessed by the programs instituted by the Colombian Government: under
this loan and other programs also assisted by A.I.D.' loans, entailing sub-.
stnntial increases in the financing of education and of credit to small
and medium sized farmers. 

(4) 	(a) Allocating available budgetary re­
sources to development.
 

Tho Miouion hao concluded that Colombia's inveistment in the, fourcrucial
 
satorn of the economy concerned with overall devel~pen -iboth "reason-' 42.ablo 	and feasible."
 

IM 

. , ' . 
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(b) 	Diverting such resources for unnecessary
 
military expenditure and intervention in
 
affairs of other free and independent na­
tions (See Ttem 10)
 

It is considered that some expenditure for modernization of Colombia's
 
armed forces is justifiable.
 

Colombia is not intervening in the affairs of other free and independent
 
nations.
 

(5) 	Making economic, social, and political reforms
 
such as tax collection improvements and changes

in land tenure arrangements, and making progress
 
toward respect for the rule of law, freedom of
 
expression and of the press, and recognizing thq
 
importance of individual freedom, initiative, and
 
private enterprise.
 

Colombia, with the assistance of the Mission, has embarked on a program

of substantially improving tax collection procedures, which has resulted
 
in increasud tiscal revenues. Colombia's program of land reform is dis­
cussed in detail in Parts Ono 
and Two of the L972 Agricultural Sector Loan
 
Paper. Tho development plans of the GOC recognize the importance of 
in­
dividual initiative and private enterprise. Individual freedom of press,
 
speech and religion continue. 

(6) 	Adhering to the principles of the Act of BogotA

and Charter of Punta del Este. 

Colombia is adhering to the principles of the Act of Bogotg and the 
Charter- of Puinte dul Este. 

(7) 	Attempting to repatriate capital invested
 
in other countries by its own citizens.
 

Ujnder the F,7 !"oreign Exchange Statute, Colombian nationals were to 
repatrato d,,mund and time deposits by mid-1967, upon their sale, and 
no Colonblan national was to invest abroad without the prior approval
of th ),vaitmnt of Planning. During 1967 it is estimated that up to 
.r50 m11Vii: was repatriated, which represents the bulk of the capital
which ., ovoroas. Presently, vry strict laws are in effect which 

rin, y pital flight from Colombia.it.,V,,re a 
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(8) 	Otherwise responding to the vital economic,
 
political, and social concerns 
of its people,

and demonst-ating a clear determination to
 
take effect'ive self-help measures.
 

The 	 GOC is undertaking effective self-help measures 
in response to
 
vital concerns of its people. 

B. 	Are above factors taken into account in the
 
furnishing of the subject assistance?
 

Yes.
 

Treatment of U.S. 
Citizens by Recipient Country
 

3. 	FAA Sec. 620(c). 
 If assistance is to government, is
 
the government liable as 
debtor or unconditional
 
guarantor on 
any debt to U.S. citizen for goods or
 
services furnished or ordered where 
(a) 	remedie and

(b) debt is not denied or contested by such government? 

According to the best information available, Colombia is not known to
 
be so indebted.
 

4. 	FAA Sec. 620(e)(1). If assistance is to a
 
government, has it (including government

agencies or subdivisions) taken any action
 
which has the effect of nationalizing, ex­
propriating, or otherwise soizing-ownership
 
or control of property of U.S. citizens or
 
ontitios beneficially owned by them without
 
taking stops to discharge its obligations
 
toward such citizens or entities?
 

No such action is known to have been taken. 

5. 	 FAA Sec. 620(o). Fishermen's Protective
 
Act. Soc. 5. If country has seized, or imposed
 
any penalty or sanction against, any U.S. fishing

vossol on 
 account of its fishing activities in in­
tornational waters. 

Apart from an 
incident which occurred in 1967, which was satisfactorily

rosolvod, seizure, orno such penalty sanction has occurred. 
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a) 
Has 	any deduction required by Fishermen's
 
Protective Act been made?
 

N.A.
 

b) 	Has complete denial of assistance been
 
considered by A.I.D. Administrator?
 

N.A.
 

Relations with U.S. Government and
 
Other Nations
 

6. 	FAA Sec. 620(a). Does recipient country
 
furnish assistance to Cuba or fail 
to take
 
appropriate steps to prevent ships 
or air­
craft under its flag from carrying cargoes
 
to or from Cuba?
 

In March, 1975 Colombia restablished diplomatic relations with Cuba,

and will shortly exchange ambassadors with Cuba.
 

7. 	FAA See. 620(b). If assistance is to a
 
government, 'has the Secretary of State
 
determined that it is not controlled by
 
the international Communist movement?
 

Yes.
 

8. 	FAA Soc. 620(d). If assistance is for
 
any productive enterprise which will
 
compote in the United States with United
 
Stato- enterprise, is the recipient coun­
try to prevent export to the United States 
of more than 201o of the enterprise's annual 
produotion dur'ing the life of the loan? 

Loan fund-3 will not fInance any production enterprise which will 
diructly cornpoto. 

9. 	 "AA Soc. 620( f. Is recipient country a
 
Communist co try?
 

No.
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10. 	FAA Soo. 62011. Is recipient country in any way

involved in a) subversion of, or military
 
aggression agajnst, the United States 
or any

country receiving U.S. assistance, or (b) the
 
planning of such subversion or aggression?
 

No.
 

11. 	 FAA Seo. 62 0(j). Has the country permitted, or
 
failed to take adequate measures to prevent, the
 
damage or destruotion, by mob action, of U.S.
 
Property?
 

Colombia is taking adequate measures 
to prevent such damage or destruction.
 

12. 	 FAA Soc. 620(1). IC"the country has failed 6o
 
institute LhQ investment guaranty program tor
 
th, a;pcific risks of expropriation, in oonverti­
bil ity or confiscation, has 
 the A.I.D. administra­
tion within the past year considered denying

as;istanco to suoh government for this reason?
 

The GO( 'igned ,in
invstmont guaranty bilateral agreement in 1963, and

has cooporatod iv imlumenting the guaranty program to date. 
 However,
the agroomn 
hao not been ratified by the Colombian Congress. For this
 
reason, the "Administrator's Determination" under which the program has
operated was 
nct renewed upon its expiration on December 31, 1970. OPIC
currently is studying the question of whether to continue the program
in Colombia. 
 Pending this study, the Mission recommends against denying
 
assistance.
 

13. 	 FAA Soc. 620(n). Does recipient country furnish goods
ho ,r'h ViWt-Nam or permit ships or aircraft under
 
iV: fOng to carry cargoes to or from North Viet-Nam?
 

No.
 

14. 	 FAA ,c. 6 0(q). I.; the government, of the recipient
country Ii default on interest or principal of any
A. I . P. loan to the country? 

No.
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15. FAA Se. 620(t). 
 Has the country :severed diplomatic rela­tions with the United States? 
 If so, have they been resumed
and have now bilateral assistance agreements been negotiated

and entered into sinoe such resumption?
 

No.
 
16. FAA Sec. 620(u). 
 What is the payment status of the country's
U.N. obligations? 
 If the country is in arrears, were 
such arrear
ages taken into account by the A.I.D. Administrator in determin­

ing the 
current A.I.D. operational Year Budget?
 
Colombia i'l 
not delinquent.
 

17. 
 FAA Sec. 481. Has the government of reoipient country failed
to take adequate steps to prevent narcotic drugs and other
cont±*olled substances (as defined by the Comprehensive Drug
Abuse Prevention and Control Act of 1970) produced or pro­cessed, in whole or in 
part, in such country, or transported

through such couptry, from being sold illegally within the
jurisdiction of such country to U.S. Government personnel 
or
their dependents, 
or from entering the U.S. unlawfully?
 

The Government of Colombia has been made aware of the problem of narcoticdrug trafficking and initiated measures designed to inhibit such traffic 
has 


ing. The FP',ident has designated the Minister of 
 Justioe as overall coorditor. The Procuradir Goneral also has oversight responsibility throughdicial Police. S,izuro.s of narcotic drugs 
the J

in the past twelve months have besubstantially above earlier periods. The GOC has sponsored or participated
a number of intur-govrnmental, intragovernmental and public/private seminarwhich have ,,,rvod to increase awareness generally and improve technical capa,
ty of law oifforcomcnt officials. Staff of control agencies are being traine(
in narcot'ics iflte?"Icton. Assistance and advice of the USG in these respec!
las ben 5so:cl'od, rrovidod and utilized. 

18. FAA,1973 ".c. 29. If (a) military base is located .in reoire, country, and was constructed or is be­ing muil. bre or operated with funds furnished by
U.. , an,! () 1.S. personnel carry out military
opt,,ra'lon:; fcm cuch base, has the President do­
tormin ,d that the government of recipient country
has 'ctiosi od rogular access to U.S. correspon­
dr t,- to .uch base? 

N.A. 
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oge a ''Ofi18 

AY.4tei 6O0( spe t percentage ofacontr bidt 
i e milhrwitar expenditures?-' o ,'6h, 6­

foreign exohnge resouroes pent, on iai a,.equipment? How muoh spent for the' purchase,~ 
of sophisticated weapons systems?,. '(Considera-X:....... eadil for~~.s~~ - .. :.. ... .. ..... eolinin 	 ~~~. -" 	 .. .. . .. . .
tion of 'these, poin'ts is to be ooordinaed 'with,thfe Bureauffor Program and, Policy: Ooordinati'on', 
Regional Coordinatois andMilitdary Assista.ic6'
 

Sn, ntnStaff
(PP/R'). 

-(aT In 1975, tho Ministry of Defense will receive less than10% ofthe
national budge-t. Said Ministry's ~share of the national- budget has been
declining steadily for the past several years.
 

IA(b) Foreign Exchange Expenditures for Military Equipment:
 

In CY1974 thes00 spent $17 million dollars on military
"hardware. 

(o) 	Foreign Exchange Expenditures for Sophisticated Weapons:
 
In CY 1974 there were no new commitments for Sophisticated
 
Weapons.
 

CONDITIONS OF THE LOAN
 

General Soundnew311 

20. 	 FAA Sue.. 201(d). Information and conclusion 
or reasonableness and legality (under laws of 
country find the United States) o~f lending and 
rc'lendirig terms of the loan. 

The teiins of Itho propo-.3d loan are consistent with the laws of Colombiaand the Unitjed States anid 
are not excessive or unreasonable for the

Borrower (See Section III). ­.. S ..­
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r- FAA_,S .51 b)Z( ec.Oi251 ~iInomtion
 
and coonolusion on ,aotivitv'sio can
 

ted ch ni ac 0e 

sunt 'multilateral, plan' and' the. amount
 

ofthe.. a 
 exceeds $100,000, has oountry-.sujb.
mitted to A.I.D. an applioatioandfor suoh sfujrds
rwgie th assurances' torindioatetht 
 efund's
will be usedsin an economicaly technically'
sound manner?
 

The project- is ecoomically and techniocally sound. 
 The GOC has sub­
mitted an application for the proposed loan and the 'Mission has been
Provided suffioient information and assurances to indioat..reasonably
that the funds will be used in an economically and technically sound
manner.
 

22. FAA e.251(b. 
Information and concolusion

on*capacity o'f the country to 
repay the loan,
including roasonableness of repayment prospects. 

Tho terms of the proposold loan are thatprospects 
suoh there are reasonablefor its repayment. (Section III. 

23. FAA Sec. 25(b). Information and conclusion 
on availabili y of financing from other free­world souries, iouding private sources with­
in the United States.
 

The IBRD, IDB and Eximbank have been advised of this proposed loan and
have indicated 'that they are not 
interested in financing the program
(Sao Section III).
 

24. FAA. Sec. 6 11(a(L). Prior to signing of Loan
will there be (a) engineering, financial, and

other plan necessary to carry out the assistance
axni (b) a- roasonably firm estimate of the costt~o tho Untlied States of the Assistance?, 

A preliminary feasibility study of the CECOsA feed concentrates 

operation to N-

Mission,and 
be funded under the Loan has bee
the Mission is satisfied that the ..eiwdb h
analysis adequately suppQrts the cost 

onomicand financial"' 
estNmates included'in thebodyN, 

N 

of the CAP.'N 

~N N 
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34. 	 FAA Sec. 281(a. Describe extent to

which the 
 loan will oontribute to the 
objeotive of assuring maximum parti­
oipatign in the task of economic de­
velopment on the 
part of the people of

the country, through the encouragement

of democratic, private, and local go­
vernment institutions. 

Section IV hereof outlines the expected impact of the program on the
people of 
 Colombia, and concludes that it will increase participation

by the populace in the development process.
 

35. 	 FAA Sep. 281(b). Describe extent to
 
which program recognizes the particu­
lar needs, desires, and capacities of 
the people of the country; utilizes
 
the country's intellectual 
resources
 
to encourage institutional develop­
me:-t; and supports civic education 
and .rairiing in skills required for
 
effective participation in govern­
mental and political processes essential
 
to self-government.
 

By encouraging democratic action through cooperatives, the program con­tributes to popular participation in self-government. The program is
designed to (insure maximum participation of the people of the country

in deternining their needs.
 

36. 	 FAA Suc. 601(a). Information and
 
Coclusiones whether loan will encourage
efforl,, of' the country to (a) increase 

h( flow of international trade; (b) fos­
p'.rpIvate initiative and competition;


(C) 
 uncourage development and use 
of
 
co,3-"era jv;;, credit unions, and savings

and oan r.ssooiation; (d) discourage
 
monopolistic practices; (e) improve 
 tech­riL-ni offiolenoy of industry, agriculture,
arid commerce and (f)strengthen free labor 
unionrs. 
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The loan directly fosters private 
initiative and competition. It directly
assists cooporativus and credit unions in their efforts to, among other
things, improve 
technical efficiency in agriculture. The private initia­tive element, represented by cooperative efforts to join small producerstogether to solve their own problems, should discourage monopolistic prac­
tices by large firms.
 

37. 	 FAA Sc. 619. If assistance is for newly

independent country; is it furnished through

multilateral 9yrganizations or plans to the
 
maximum extent appropriate?
 

N.A.
 

Loan's Effect on 
U.S. 	and A.I.D. Program
 

38. 	 FAA Sec. 251(b)(4); Sec. 
102. Information
 
and conclusion on possible effects of loan
 
on U.S. economy, with special 
reference to
 
area:; of substantial labor surplus, and ex­
tent 
Io which U.S. commodities and assist­
anco aro furnished in 
a manner consistent
 
with 	 improving the U.S. balance of payments
 
posi Lion.
 

The Mission doe:; not contemplate any adverse effect on U.S. economy.
 

39. 	 FAA Soc. 25(a'. Total amount of money
under loan which is going directly to
 
private enterprise, is going to 
inter­
mediate credit institutions or other 
borrowers for byuse private enterprise,
is being used to finance imports from
 
private 
 sources, or is otherwise being

usod to finance prcuroments from pri-

Valeo 	 :nurlcos.
 

Five 	 million do]J arz, the totality of the loan. 

60b1(). 

olusior 


40. 	 I,'AA 6,1;. Information and con­
on how the loan will encourage

!.S. *rivato 
 trade and investment abroad
 
tind h,' it will encourage private U.S.
 
part icipatioer in foreign assistance pro­
gtram.' including use of private trade chan­
nols 'rod the services of P.S. private enter­
p r1., 1 .
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(See 	Section III B.)
 

41. 	 FAA Sea. 601(d)-
 If a 	capital prcject,

are 
engineering and professional services
 
of U.S. firms and their affiliates used
 
to the maximum extent consistent with the
 
national interest?
 

N.A.
 

42. 	 FAA Sea. 602. Information and ounolusion
 
whether U.S. 
small business will participate

equitably in the furnishing of goods and ser­
vices financed by the loan.
 

3ee Item 39 above.
 

43. 	 FAA Sec. 620(h). 
 Will the loan promote

or assist the foreign aid projects or
 
activities of the Communist-Bloc 
 countries?
 

No.
 

44. 	 FAA Sec. 621. 
 If technical Assistance
 
is financed by the loan, information
 
and conclusion whether such assistance

will be furnished to the fullest extent
 
practicable 
as 
good and professional and

other services from private enterprise

on a 	contract basis. 
 If the facilities
 
of othor :oderal agencies will be utilized,
information and conclusion on whether they
are partic.,:Ir.] suitable, are not competi­
tive 	with private enterprise, and can bemade 	 available without undue interference 
with dom.-!_tic programs. 

See Item 39 above. 

Loan's; Compliance with "pecificRequirements 

1 110c.4b. 	 FAA (a); Se. 2 08(o). Has the re­
cipient country provided assurance that it
will 	provide at least 25!, of the costs oftho Irogrimri project, or activity with respect
to which Loan is beto made? 

YeS. 
 S- Sct 1ionIll. 
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47. 	 FAA See. 114. 
 Will loan be used to pay

for performance of abortions 
or to motivate
 
or coerce 
persons to practice abortions?
 

No.
 

48. FAA Sec. 201 d . Is interest rate of loan at least 
2 per annum during grace period and at least 3f 
per annum thereafter? 

Yes.
 

49. 	 FAA Sec. 604(a). Will all connodity procure­
mont financed under the loan be from the United
 
States except as otherwise determined by the
 
President?
 

Yes.
 

50. 	 FAA Sue. 604(b). What provision is
 
made to prevent financing commodity procure­
ment in bulk at prices higher than adjusted 
U.S. 	 market price'? 

The Loan Agreeme,nt and Implementation Letters will 	so provide. 

51. 	 FAA Soc. 604(d). If the cooperating country 
discriminates against U.S. marine insurance
 
companies, will loan agreement require that 
marine insurance to be placed in the United 
St nte.; on commodities financed by the loan? 

Goods to be fin'co(d onder the proposed loan will be purchased on a CIFbasis with tnt, :'oponsibility for the purchase of marine insurance beinjleft 	 to tGo x n:.er. The loan agreement will contain such a clause. 

52,. 	FAA . ,( ). if 'ffshoro procurement
 
ofr agricultural commodity or product 
 is
 
to be financed, is there provision against

such proc'rement when the domestic 
 price

of such commodity I, loss than parity?
 

N.A.
 



Sao Ifla 	 ~'
53. 	 FAA_________ 60() .aosaoommodity 
• import prqgram 	 tbe madeovwill1 arragemernen'-"
 

aupoli'er certification to A!,'ID. a ddAI.D.
 
_________ of oodit~ pl ~ _4dQi be
 

N.A. 

54. 	 FAASeo. 61 (a)." hformaticn on measure to
 
bo taken to utii eU.S.Governmentexcess
 

-:< 	 .. personal propertyin lieu of the procurement
 
of new items.
 

The loan agreement will contain a provision enjoining Borrower to use
 
55. FAA Soo. 611(b); App-Sec. 101. Ifloan
 

4finanoes water or water-related land re­
source construotion project or program,
 
is there a benefit-oost computation made,
 
insofar as practicable, in accordanoe with
 
the procedures set forth inthe Memorandum
 
of the President dated May 15, 1962?
 

N.A. 

56. 	 FAA So. 611(c), If contracts for construc­
tion are to bu financed, what provisions will
 
be made that they be let on a competitive basis
 
to maximum extea~t praoticable?.
 

Colombian law so roquires,
 

57. 	 FAA See. 612(b); Sea. 636(h). Describe k 
steps taken to assure thatt to the maximum 
extent possible, the country is contributing
 
local currencies to" meet the cost of contrac­
tual.and other servioes, and f==oreign curren­
cies 	owned by the United States are utilized 
to moot the cost of contractual and other
 
services.
 

.ee Soiun II of -loan paper,
 

7._v"E 
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,58. 	App. Sec. 113. 
 Will any of loan funds to be
 
used to acquiro currency of recipient country
 
from non-U.S. Treasury sources when excess
 
currency of that country is 
on deposit in
 
U.S. 	 Treasury? 

No.
 

59. 	 FAA Sec. 612(d). Does the United States
 
own excess foreign currency and, if so, 4hat
 
arrangements have been made for its release?
 

No.
 

60. 	 FAA So. 6 20(g). What provision is there 
against use of subject assistance to com­
pensate owners for expropriated or nationalized 
property? 

Loan 	 Agreement will not permit such use. 

61. FAA Sec. 620(k). If construction of produc­
tive enterpriso, will aggregate value of
 
assistance to be furnished by the United
 
States exceed $100 million?
 

No.
 

62. FAA Soc. 636(i). Will any loan funds be
 
used to finance purchase, long-term lease, 
or exohange of motor vehicle manufactured out­
side the United States, oriany guaranty of such
 
a transaction?
 

No.
 

63. 	 App. Soc. 
103. Will any loan f..nds be used
 
to pay porsions, etc., for military personnel? 

No.
 

64. App. Sec. 105. If loan is for capital project, 
is there provision for A.I.D. approval of all 
contractors and contract torms? 

Yes.
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65. 	 App. Se. 107. 
 Will 	any loan funds be
 

used 	to pay UN assessments?
 

No.
 

66. 	 App. Sec. 109. Compliance with regulations
 
on employment of U.S. and local personnel
 
(A.I.D. Regulation 7).
 

N. A. 

67. 	 App. Sec. 110. Will any of loan funds
 
be used to carry out provisions of FAA
 
Sees. 209(d) and 251(h)?
 

Such 	 is not anticipated. 

68. 	 Anp. Sec.114. 
Describe how the Committee
 
on Appropriations of the Senate and House
 
have 	boon or will be notified concerning

the activity, program, project, country,
 
or other operation to be financed by the
 
Loan. 

69. 	 App. Soc. 601. 
 Will 	any loan funds be
 
used for publicity or propaganda pur­
poses within the United States not
 
authorized by the Congress?
 

No.
 

70. 	 MMA Soc. 901(b); FAA Sec. 640(c) 
(a) Compliarce with requirement that at

least 50 per centum of the gross tonnage
of commodities (computed separately for
 
dry hulk carriers, dry cargo liners, and
tankors) financed with 	 funds made availa­
ble under this 	loan shall be transported 
on pr!i'ately owned U.S. flag commercial 
ve';soe; to the extent that 	such vessels 
nro available at fair 	and reasonable rates. 

Loan 	agreement will contain a provision in compliance with this
 
requirement.
 

(b) Will 
grant be made to loan recipient to pay

all or any portion of such differential as may
oxist between U.S. and foreign-flag vessel rates?
 

No.
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A.I.D. Loan No.
 

DRAFT LOAN AUTHORIZATION
 

Provided from: 
 FAA Section 103 ("Food and Nutrition")
 
COLOMBIA: Rural Coop Development
 

Pursuant to the authority vested in the Deputy U.S. Coordinator,
Alliance for Progress by 1he Foreign Assistahoe Act of 1961, as amended,

and the delegation of authority issued thereunder, I hereby authorize

the ontablishment 
 of a Loan ("Loan") pursuant to Section 103 of said Act
 
to th, Government of Colombia ("Borrower") of not to exceed five 
millionUnitod States dollars ($5,000,000) to assist in financing the local
 
curronzy costs of the Borrower's program of rural cooperatives develop­
mont.
 

The Loan shall be subject to the following terms and conditions: 

1. Interest and Terms of Repayment: Borrower shall repay the Loanto A.j.D. in United States dollars within forty (40) years from the first 
disburs n:!t under the Loan, including a grace period of not to exceedten (10) ytuars. Borrower shall pay to A.I.D. in United St-tes dollars, 
on tKo outstanding balence of the Loan, interest at the rate of two percon( /) per axnnuin during the grace period, and throe percent (3%) per annum

thereafter on the outstanding disbursed balance of the Loan and unpaid

.[n tc r:t S .
 

,, (thur?'rms and Conditions: 

n) iUnitod States dollars utilized under the Loan to finance local curruncy oot:: ohall be made available pursuant to procedures satisfactor, 
to A.I.D. 

UNCLASS IFIED
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b) Prior to disbursement of any funds under the Loan, the Borrower
shall enter into a sub-loan contract with the Cooperative Finance Institute

(YINANCIACOOP) which is in formn"substance satisfactory to A.I.D. 

0) Prior to disbursement of any funds under the Loan, the Borrowurshall cause to be established a Project Coordinating Committee, whichCommittee will prepare a policy staiWment ocooptable to AID which defines
eligibility criteria for receipt of loan funds by intermediary cooperativo

institutions and by 
final borrowers.
 

d) 
The Loan shall be subject to such other terms and conditions
 
as A.l.D. may deem advisable. 

Deputy US Coordinator 

Date
 

UNCLASSIFIED
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CERTIFICATION PURSUANT TO SECTION 611(e)
 
OF THE FOREIGN ASSISTANCE ACT OF 1961, AS AMENDED
 

SUBJECT: COLOMBIA 
- Capital Assistance - Rural Cooperative Development
 

Having taken into account, among other things, the maintenance and utili­
zation of projects in Colombia previously financed or assisted by the

United States, I certify hereby that in my judgment Colombia has the finan­
cial capability and the human resources 
(when supplemented by the specific
external technical assistance to be required under the proposed loan) to
 
maintain and utilize effectively the proposed Rural Cooperative Development
 
Loan.
 

This judgment is based primarily on the facts developed in the CaoitaL
Assistance Paper for the proposed loan of $5 million which discusses in
detail the capabilities of the Government of Colombia and the sul.-borrov,'ers
and finds them in possession of adequate financial and human resource capa­
bility to effectively utilize and maintain the 
project.
 

William A. Ellis
 

Date
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PROPOSAL!FOR.AN INTEREST RATE FOR AN AID COOPERATIVES, WOa r 

Summary:' This memorand mzindloates a efhodby wnh th d A annprop 

for.cooperatives development an reah.the coperative movementoheapi Yet
it t subid that thembhpese o ines'ainaTueat ,
9.5%. per (a rate highe<than the irecent trend), they Go'vern'misntof. Colmbia 
to exchangeoan afford assume th o$miskofW hountego 'the AID. loan (,hih willbe-madeds"fth 
 sumn..... .. at 2a.tienfiresoi'overnmeny 

eaur od dn7<a'n' 11J!"".at",;3 . .interest-during a 30 year atmoitizatioi ;.. :i­period) and. rel*end 'th&_ pr'oceeds: in pesos to'
Financiacoop at 7% interest, but wit.h shorter maturity., In essence, theeater throuea
hrth ooo
shorter maturity of the loan to Finaniacoopr pe..i... .. . "...resuilts,in the creation of a...
fund in the hands of the government that can earn interestand enable the
government to repay its obligation without recourse to general revenues. 

Background: 
 An AID loan of $6 million to be channeled to the cooperative

nector through the cooperative financing agency, Finaniacoop, has been
proposed. Since all of the subloans will be 'made in pesos, 
it appears
desirable 'for Financiacoop's debt to be also in pesos, 
and for the Government
of Colombia to assume the exchange risk after charging an amount equal 'to
the expected amount of this risk. 
 Such an approach would enable Financiacoop

and the cooperative mov'ement to know with certainty the extent to their future
obligations, and to 
plan their operations accordingly.
 

Rationale: 
 In large part, the purpose of the loan is to capitalize the j'a.cooperative movement, so :
that it can play an important role in 'che develop-.
ment of small-farm agriculture. 
 By providing a large interest-rate spread

for the cooperatives, thp loan would enable them to provide 
a higher level
of services 
to their members. On the other hand, the loan-is being provided
by AID on a concessional basis, and there seems to be 
 no reason why the '4Government of Colombia'should provide a further subsidy. 
 Based on the above
considerations, 
a desirable approach would be for the Government of Colombia
to be the borrower in dollars of the AID loan, and to pass the loan on tc
Financiacoop in pesos at the lowest interest rate 

, j

consistent with the expected


depreciation oC the peso.
 

Considering the principle established above, the first requirement is to
establish an expected rate of devaluation of the peso. Given our lack ofknowledge of the future, the most reasonable predictor of future behaviorAs probably historical performance. The historical experience since 1948is shown in Table I. Over the 
period 1948-1974, the averageannual depre­ciation of the 
pesos was 10.4j.. 
 However, a very definite structural change
in the exchange system took in 1967, itplace 50 that maybe-argued thatsince future' exchange policy is likely to continue on the basis establishedIn 1967--this more 
recent period (1967-1974),s a oeaprpraepro
 
for projection. During this more recent period,, the --'ever'age deproiationof the peso was slightly'less than.8.9%. per yrear.' While, giv.en the apparent, . 

http:PROPOSAL!FOR.AN


PERingt
ur: i'ii 


. - a l o w er f ig..8 9 1 . '.. I 
(Kioiiefudet:ACton 


Piur,
sn th a >7ainadlntrs'rqi 

thesomwht ugre 'r of9 
tepsmewt hqiger fgur ofh,'I -pt1a. Co14'n- hw ,ecag aeoemofnt nGve ist 4 i t e te1owrfiefor wernmenta t m , doin TanleI Creure:et Cosimng4shw the 4.vn+4 ~ oClo, bythepymntt 


, 
i u
. .snere ros,a sumall oostncc.' ae, the ar b ndintis5r6lt71.inereea ,­

mewiths r te 
raie ln ither Osbs hen-
thei:!'re...p61ayment' L' di Tbe IgI ,Asis. d, ated Col'.b n 3hshows- 'the o Comen' tihohe oar... sassu ivlnt o thd
......... nt
rhat yt men t f he A
Asqi. Fitls luoman. shows the enxhanged ate
Colun 2 i o
j Financisao, assuming nasnciaofop pay theed l in-- yearsin ate ierest Ishould be noted that 16%.is
a very reasonable lending rate for' this fund,


for given the 9.5, assumed devaluation of the pesoit represents only &% in
dollars.) 
 As is indipated by the table, these assumptions reult in a net
 
cost to the Government of the loan of approximately zero (under the assump.­timns, there is a small cost in the fortieth year, but this would be reduced
 
to zero by a very slight reduction in the rate of peso devaluation). Sinica

this result nearly meets our requirement that the money be provided at the

cheapest rate conoistent with non-subsidy by the government, it is recommended

that the Government assume the exchange risk on the AID loan, and relend the
 

* peso equivalenty to Financiacoop at I/'/
interest, with 5 years gace and a 20
year amorti.zation period.
 



ANO 

1974 

1973 
1972 
1971 
1970 
1969 
1968 

1967 
1966 

1965 
1964 

1963 

1962 

1961 

1960 

1959 

1958 

1957 

1956 

1955 

1954 

195" 

1952 

1)-51 

1550 
1949 

1945 

1/ Tasa 

Furnto: 

ANNEX III 
Page 3 of h 

CUADRO No. I 

TAS DE CAMBIO, COLOMPIA. .-,18-1974 

TASA DE CAMBICI / 

28.69 
24.89 
22.88 
21.00 
19.17 
17.93 
16.95 
15.82 
13.50 
13.51 
9.00 
9.00 
9.00 
6.70 
6.70 
6.40 
7.22 
5.97 
2.51 
2.51 
2.51 
2.51 
2.51 
2.58 
2.04 
2.16 
2. 1 

Prinoipal do Venta, fin do afio 

FU' 



ANNEX III 
CUADRO No. 2 1nl; b or 

AMORTIZACICN DEL MfESTAMO DE AID 

Pago ol 2aldo d Ir,ti(roso:;Pago a Pago a Gobio 3/ Fordo Galndow- porAID j/ Tarm I AID por F'inai.oicoop Rotatorlo 4/ Fondo 5/
AFO (milos 'd $ Cnrilbiq 1 _ _ (MA1 I I o 11u s d o- P1 0 E, 0 S)_____ 

1 40 3',4.30 1.31' 4.80 	 3.432 8 0 37.5C 3.00 10.06 11.04 . 5 
10 41.43 4.97 15.86 3.70 .
4 120 45.041 5.40 
 15.86 
 37.95 3.79
120 49.31 5.91 
 15.86 53.97 
 6.07
6 	 120 53. 99 6.48 21.39 77.52 8.64'1 120 59.11 7.09 21.39 104.22 12. 0,0 	 120 64.72 7.77 21l.39 134.52 16 .8

120 70.86 8.50 21.39 168.93 _1I 0 	 120 77. r59 9.31 21.39 208.04 .0­11 	 306 
 84. 96 6.00 
 21 .39 236.72 '"
 12 	 306 93.03 P8. 47 21.39 
 2,6,7• ,

1. 	 306 1 .86 31.17 I'1.39 300.5.4 .14 06 111.53 34.13 21.39 335.89 -1,,3.0)
306 12...... 37.37 21.39 373.65 ?3.16 306 133. " 0.92, 21.39 413.90 59.78
17 	 306 146.4;? 44.80 
 21.39 456.71 66.')
18 	 306 LC0.:2 ,49.06 
 21.39 502.11 73.07
19 	 306 175.55 53.7?9 21.39 550.12 80.3­20 	 306 19.2 58. P2"n 
 21.39 600.71 183.02

21 306 210•48 64. Fl 
 21.39 653.80 96.11
2 	 306 230.47 70.53 
 21.39 709.28 104.61


351.. 36 77.2 
 21.3. 766.63 1!7,
306 276.53 84.56 21•.39 826 .1,]2 1,.
 
53083 
 ...53 2,,
. 5 9 21 .•C5 
 887 .•I0 
 -:,'
 6 306 31 .32 01.38 0.0 92766
 

27 306 3G2.'19 111.01 
 0.0 965.05 14. : 
,906 7.25 121.56 0.0 	 997.93 1:'.1L
,06 4:;4.98 1t3.10 0.0 
 1,024.50

'06 470.30 145.75 
 0.0 1,0.•661:.T..::
 

,"4 159.59 0.0 
 1,0.19.91 166.8,

'06 571.0 174.75 
 0.0 1,045.15 18.)l

6 15.3 191.35306 	 0.0 1,C-18.70 l0.l-'* 	 306 6)4 .'7,) 209.53 0.0 
 972.16 IC 2.9)
3, 7 9.17
306 
 229.43 0.0 
 898.28 1 F5•580.99 251.22 
 0.0 
 790778 1'.72
', 30, d,3.98 275.09 0.0 
 642.21 126. 5
 
706 9P4.13 301.22 
 0.0 443.74 102.75
106
.9 1,077.89 329.83 
 0.0 184.91 71.00
,) 	 306 1,1,80.28 361.17 0.0 -146.67 29.59 

1/ ' ,'. ,):dol Pror l.rno s'on , duiritl~o 10 aiion muortos, 3%, duranto los 30 	 aiios 
. i(_!l,';. ,o au.rno quo o]. Prstamo so dern bolin duranto 3 a'ios, a razon do 
n,1ilonrm do d (A rios pot- aio• 

:, ',:;utno dop)rocOt~iciLn dol poso do 9.51,. fina l 
lCul..ido
t'/ mnimlon,lo una tasa do Intores dol 7%,/ ':(iIcol:o 1 1m;indo int-Irso, y pfigos al Cobierno al saldo antorior, y restando 

Vigos (un ponan) a AID. 
m:.n, tfirvt/ -, urn do intores de 16J. Caloulado saobre saldo del fondo en el agio 

lillior,! 0"'
 

http:1,1,80.28
http:1,077.89
http:1,045.15
http:1,024.50
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Year 

1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983 

1984 

1985 

1986 


1987 

1988 

1989 

1990 


1991 

1992 

1993 

1994 

1995 


1996 

1997 

1998 

1999 

2000 


Assume 25 year 

grace period on 

ANNEX IV
 
Exhibit 5
 

FINANCIACOOP 
Amortization Schedule 

FINANCIACOOP/CECORA Loan 
AID Loan Portion 

Total Interest PrincipalPayment PrincipalPaid Paid Balance 

3,087,000 
 3,087,000 

4,777,200 -0- 34,300,000
4,777,200 -0-
 53,08C,000
4,777,200 
 4,777,200 
 -0-
 53,080,0004,777,200 4,777,200 -0- 53,080,.0004,777,200 
 4,777,200 
 -0-
 53,08o0 0005,814,565 4,777, 200 
 1,037,365 52 042,' 35
5,814,565 
 4,6"3,840 
 1,130,725 
 50,911 910
5,814, 565 
 4,582, 070 
 1,232,495 
 !9,679, 4 5
5, 81, 565 
 4,471, 150 
 1,343,415 48 336 ,000
5,814,565 41,350,240 1,464,3255,814,565 '16,871,

4,213, 450 
 1,596,115 
, 27 50
5, 814, 565 
 4,074,800 
 1,739,765 
 43, 5
5, 814, 565 
 3, 918, 220 
 1,896,3455,814,565 4 ,'3,747, 550 
 2,067,015 39 -2. .5,814, 565 
 3,561, 520 
 2, 253,045 37, 0,5, 81.1, 565 
 3,359, 745 
 2,455,820 
 34, 863,
5,81,565 ­3,1 7, 720 
 2,676, 845
5,814,565 32, f86 75
2,8',5 805 
 2,917,7605,814, 565 29, 268, 96
2,634,Z05 3, 180, 360 
 6, 088, 605
5,814,565 ', 347, 975 
 3,466,590 22 622, 015
5,814,565 
 2,03 -, 80 3,778,585 18,943,4305,814,565 1,695,910 4, 118,6555,814,565 14, 724, 775
1,325,230 4,489,335 IO,235,4,405,814, 565 
 92-1 190 
 4,893, 375 
 5,342,065
5,822,850 480,785 5, 342, 065 -0­

repayment period at 9% interest per annum, with 5 year 
principal repayment. 



ANNEX IV
 
Exhibit 6
 

FINANCIACOOP 
Amortization Schedule 

BOR/FINANCIACOOP Loan
 
AID Loan Portion
 

Interest Principal Principal
Paid Paid Balance 

4,802,000 -0- 68, 600, 000 
10,060,400 -0- 143,720,000 
12,960,500 -0- 185, 150,000 
12,960,500 
 -0- 185, 150,000

12,96O,500 -0- 185,150,000
12 960 500 4,516,045 180 633 05 
12 ,6-14, 375 4,832, 170 17, 81 , 

12 306, 1.5 5, 170, 20 170, 61, 3'5 
11, 944,1 c5 5, 532, 350 165,099,015 
11,556,930 5, 91, 615 159,170.400
11,142,560 6,333,985 152 845,415
10 699, 180 6, 777, 365 146, 068, 050 
10,224,705 7.251,7S0 138,816,2.70 
9,717,140 7,759,405 131,056,865 
9,173,980 
 8,302,565 122,754,300
 
8,592,800 8,883,745 113,870,555 
7,970, 9,0 9,505,605 104, 364, 950
 
7,305,545 
 10, 171 000 94, 193,950

6, 593, 575 10,882,970 83,310,080 
5,831,770 11,644,775 71,666,205 
5,016,635 12,459,910 59,206,293

4,144,440 
 13, 332 105 45,874, 190 
3,211,195 14,265,350 31,608,840
2,212,620 15,263,925 16,344,915 
1,144,145 16,344,915 
 -0-


Year 

1-)76 
1977 

1978 
1{79 

1980 

1981 

1982 
1083 
1984 

!085 

1986 

1087 

1988 

1Y89 
1990 


)91 
1992 

1993 

1(-994 

190q 

1996 

1997 

1998 

1999 

2000 


Total 

Pavment 


4,802,000 

10,060,400 

12, 960, 500 
12,960,500 

12,960,500 
17, 476, 545 

17,476, 545 
17,476, 545 
17,476,545 

17,476,545 
17,476,545 
17, 476,545 
17,476,545 

17,476,545 
17,476,545 

17,476,545 
17, 476, 545 

17,476,545 

17, 476, 545 
17,476,545 
17,476,545 

17, 476, 545 

17,476,545 

17,476,545 

17,489,060 


http:138,816,2.70
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ANNEX V 
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LOGICAL FRAMEMiORK 

NAilIA ';1SUMMARY OBJECTIVELY VERIFIAPI. lIpD I ,ATOR,,;M 

A.I Program (;oal A.". Measure of' Goal Achiovummit,n:'Co,01t; incomos of rural poor rncroasos in incomo of MembUr-;a:ocia ~tI with intogratod rural groator than that of nor,­
;'rojo t mombors. 

MEANS OF VEiR FI CATION IMPORTANT ASSUMPTIONS 

A.,o'lin: of 'ori'fiontion of Goal 
A ba':e ]ioj ;tudy will bo undortakon 
:t tm pro.j ,,7 oot'ot, moasuring 

A.4 -No national disnstor: 
(floods, droughts) 

lncomtk- of 1 (iio:: tnd rior-membors 
f *h i" tg,rt,0,od rural ci-odit program 

At"'* two ywr:' of" implornontation a 
follow up :,uidy 'vi Ibe made of tLo 
ins omi 
to d . 

f , , 
: 

I m.mI , r:; and 
i tih,, iojo 

non-mombors 
t has boon 

, i i . , l:'ip. , mnombujrs 
i nomo !t. it r',,ti groator than that of 



UNCLASSIPIED 
ANNEX V 
Pago 2 

NARRATIVE SUMMARY 
 OBJECT' VEY VE"I IAB!, I N21 CATO, 
B.1 	Projoct Purpuso 
 1.2 Condition indicrtiu -
A viablo cooporativo system has 	boon achiovt


a;-;:isting small tarrnors with
r'dit land nnrkoting sorvicos. No. 	of now rural cj'.i
 

os ta bl i shu!'
d 	 .()
 
No o of of rnew illorn: !"Irf'I 

coopl 
 ,i0, 000 
Saving,; at podlit coop::,'. ::illion 
Aniual proli:;t or EtMOB,)A

food projoct: ,mi1llion 
Now riarkoting project:; , i, pol 

for small, farto:' :': , ; 
movomn t por yoor: 11) 

rPorCoritago of all rural 'o,_: 
belonging to forloxtion;: 7' 

No. of firs,-hI.mt rou orro :: I0, 00
 

MEANS 'IFVERIFICATION 
TM1FOtfRAHT A?? tIITTL 

:' 
--Jgul'.r ,,ii!it:: 	 B.4 

-Credit avai.]ablo in tho .
-!,lonthl: !11d quartorly 	 : , ouroports US$5,000,000
-Y'r"''int noting ot Inofibors and S-povopnrOttfo' ')orn'nlobopori,
n1i11 ni c'tr.i or:3 offorts.
 

-Growth of onka: li,,d coop:s '1 I be 
a rOsult of' iiiiprovo l'rOllo :ol 0;: 
and 	improvod sorvi cos. 

http:firs,-hI.mt


UNCLASSI FIED
 
ANNEX V1 
Pago 3
 

NARRATIVE SUMMARY 	 OBJECTIVELY VEHIFIA!. I . ,VC'TK 

C.l Projoct Output 	 C.2 Magnitudo of Output:; 

,)	No. of Production loans to target '6 7 v
 
group 
 a ) 8,000 :,0, 000 :, 000 
Amount o" 'oduotion crodit b) 2 million mIllion v o111i*, 


c) Amount of markoting loans c) 2 million 1 million --

I) 	No, of coi unity Loadors roachod d) 3,000 ,',000 11,000 

NEWAN OF VERIFICATION 
 IMPORTANT ASSIJTIO10,
 

C.3 	 C.4
 

,.in
qciooop Rocor 



UNCLASSIFIED 

ANNEX V 
Pago 4 

JARRATI VE SUMMARY OBJECTIVELY VEHIFI'IABRIE,Nn I 

D.1 'rojoct ineuts D.2 Implomontation Tar'got 

d)2irtd 

-prodiuc t ion 
a) 2 

CY76 
million 2 

CY77 
million 

? '. 
I mi[lio', 

-M!,arko tin 
L) Technical a:;;i:;tanoe 

-[roduc ion 

-OrM'k.ot ing
o:nn;ol it i o:; 

b ) 36 m. m. 
(64,000) 

c) 36,000 

3G n.n. 
(64,000) 

57,000 

]" n.rrn 
(10,000) 

61,000 
-u':i m-ti' t for (Coops and UCONAL 
-Vib c lo:. 

.)thor Co",; 

-Ad ni ,~ .11ti Oi o' Coops 

d) 88,000 72,000 66,000 

-N~w Cool 
- !4ktir.. i 

IevOlopront 
:ojoct Dovol opmOnt 0) 4,000 4,0)0 ,N., 

.- , M ' VRrICATION IMPORTANT AXU U%IOTiNs 
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RESPONSE TO [RR CABE 

REF: STATE 67241 DATED MARCH 25, 1975 

A. Project Purpo.,,e 

Th' CA l sets out the purpose of the strengthening of the small Carmel­
rural ,operative system as the preferred vehicle for reaching and affecting
the small farmer target group. This purpose is consistent with the AID/W 
guidanlce. 

B. Ta gt prm (Grou, 

''llh, i% smallt,,rget group farmers borrowing for agriculture production 
purposes, per AlID/W guidance. The target group, see Section I B of the
 
CAP, ts mnore prectsely lefinel as owners of less than 10 hectares and
 
't'c'l) t 0)frit.iie.s than 
$800 net annual income, who are therefore in the 
l t','"4)", oflthe Inmc ne distribution. 

lhs5,-.,04 kndj Arnmx II describe how lending to [inanciacoop in pesos 
i; piref'r;r e t,,thel'i direct assumptinn of All) loan ter'ms ini dollars. 
I-;,ctioun Il I), l'inanciatl Aspects, describes the interest rate sprear' at e:mch 
reltilldng ;te) til tine rises to which the funds will be u.ed. Section If 13. 
ITh,' tLo , \' iv i , ent, discksse.es interest rate poltcy and lhe rationale 
lr , nI11t1m uli I,'1 interest rate for final borrower-s. An annual reviw 

m it lre";t I, poli y will be required ir,the I oan Agreement. 

I). Ie t,._!- . ooperativc Borrowinilt (.;_ 


lEighlv p,.. ,.nt of the funds in the credit part of the project have 
)een ,t:;,-ignevd tederations. 

UNCLASSIFIED
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E. 	 Institutional Assessment
 

Section 
II A 	of the (;AP sumna rizes the assessment of all the institutions 
participating in the project. 

F. 	 Credit Dernand
 

Section 11 B of the 
 CAP analyzes the effective demand for 	agricultural
CI ,edit and the administrative capacity of rural coop eratives. ft is con'ludedthat 	projv I( hoids plus a possible availability of $1. 6 million through
COI,AC ( in be usefully absorbed during 
 the 	three-year period of inplementat ion. 

, ele jjrir Cr ite ria 

I,oa n f, d s aI-Ve to be used only for 	agricultural purposes and onlyI.)small armirs, per AI)/W guidance (see Section I C 3, Subloan Criteria). 

II. 	 A v Mar(eting El1ement - CECORA 

VHie rati(, a'I] ()f tIis project element is to facilitate small farnier;,c,.ss to market st.rvices through an expansion of CECORA activities insoinl f,ri,,er at eas (Section F C, Project Description). The 	analysis of(U'( 	OIA ;t- an institution is presented in Section II A of the CAP.
 

...... ._t O ltributions
it 

I , ard l-inanciacoop will 	each match 25%, of loan fundsmnder the rtlit part to in project and CECORA will 	match 50,"; of loanmunrd uld, the ma rketing part. The Central Bank will match 50% of loan 
ud!t; 
i (h,, Ih th part i-(Ifthe project.
 

K IProLtre, hi ti,
. ors
 

1,( l(,,III (, 1':valuat ion, 
 sets 	out progress indicators and an evaluation 
plai 	 !()I. [III,, I t. 

I'.. Hol. W ',A- ,Tl, 

As dis, it-:, l in Section 11 E, women play an important role in adminis­
II.fI III(L()I)i)Vf rativt, novem ent. 

UNCLASSIFIED 




