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'I’hc erigina) ”ROP Luh_uu,/ uui.unad the astrategy for the initial
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National Directorate of Coopesatives was CLUSA invited to assist in the re-
organization d the federation and inte provision of technical agsistance to

the affiliated members of the federation. Therefore, the AlD/CLUSA aggist-
ance to FECOPAM only began in July, 1971, about two years behind schedule.

4. Delays in the implementation of the A.I.D. {inanced Land Sale Guaranty Loan
signed November, 1970, have resulted in a retardation of the financial progreas
of the rice cooperatives and in & reduciion of the number of hectares acquired
by the cooperatives. It ig expected that the first saub-loang to cooperatives
under the Land 8ale Cuaranty Loan will be made by December, 1972,

5. The presence of a CLUSA advisor in the Cooperaiive Bank and the implementa-
tion of the Second A,1. D, Loan to ithe Bank have significantly improved the
prospects for orienting ihe Bank's lending more substantially towards agri -
culture and making its activities more complementary to those of the other
portions of the A.I. D, ~assisted apricultural cooperatives project. Continued
technical agsistance to thé Rauk thewugh the agricultural cooperatives project
will further devedop tue Ranlk's capacity to serve the small farmer members
of the agricultural couperativgs and yural credit unions.

6. A recent evaluation of the Dlrected Agricultural Froduction Credit Program
complaed with USAID/E aggistance, demonstrated the uiility of developing
that prograra nct ag in the pust on #a isolated bagis, but in close coordination
with the agrieultural cooperatives, thereby most efficiently providing the
small farmer with the major agervicas that he requires in order to raige his

inconie and iverease his pavibeipation.

In summary, the prepoised cuiensdon of i fevaination dote of the project will
permit the development of a financially seli-suificient and growing agricultural
cooperative infrastructare through the esiablishment of nedded gervices such as
marketing and farm supply which peovide facreased income to the cooperative
membears and to the cooperative organkzations. 'The extension of the project will
also allow for the techmical agd adininigivative geli-suificiency of the agricultural
cooperalive infrastricture irough increased formal and on-the-job training of
cooperative managers, and finaily the cxienslon will provide the time and resources
necessary to more fully iategrate iwo vital pieces into the project, the Cooperative
Bank, and the DAPC Program.

Eanly cable advice of approval wiil be appieciated in order to expedite the proces-

sing of corraspording FProjcct Agreenients.

BURNS
' UNCLASSIFIED
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AGRICULTURAL COOPERATIVES

PROP

A. The Mission Goal

r.

Statement of Gceal

The Mission goals which this project addresses are to raise the level

of income of that segment of the population {(estimated at 53%) which is

on the margin of society, and to maximize the participation.of all people

of Ecuador in the develc;pment process,

Measures of Goal Achievement

Goal achievement will be measured through evaluation of the effect of the

project on the rollowing specific indicators:

a)

b)

c)
d)
e)

f)

Increased income to cooperative members from increased product-
ivity,
Increased income to cooperative members from marketing through

cooperatives,

Increase in number of active cooperative members,

Increased attendance at cooperative meetings,

Increase in use of extension and other technical assistance services..

Positive changes in attitudes towards participation , personal

effiéa,'éy,.and social relations,

A

g . Irip.reased, e'ffectiveness of the agricultural cooperative movement in

‘influencing governnient policy and securing government assistance

(e.g. export quotas, farm prices, extension servicec, ‘ete,).



Assumptions about poal achievement

a)

B

c)

d)

e)

That cooperatives are an effective means of mobilizing the participation

of significant nur'nbers of low income farmers, and increasing their in-
come .
That the GOE will continue to allow significant non-public sector in-
volvement in the marketing of .agricultural produtts, |
That the people reached by this project constitute an important target
group within the 53% at the margin of society. |
The demonstration of successful gservice~-oriented agfi_cultural coopera-
tives will give impetus to the establishment of similar organizations in
other parts of the country, i, e.:
1) That the AID assistance will create an infrastructure which will
demonstraie to the GOE and other sources of outside assistance
the fea.sibility and utility of small farmer agricultural coopera-
tives and which will serve as a financial and management base for
future growth of the movement; and
2) That small farmers will organi;e inpo cooperatives and support
. those or“ganizations financially and morally when the.econorr;ic and
social benefits of cooperative organization are den.'xonstrated.

That second level agricultural cooperative organizations are essential

for the successful functioning of first-level agricultural cooperatives

in Ecuador,



f) That a degree of specialization of functions among rural cooBerative
organizations, supply of credit by credit unions, r'nérketing and
v ‘-‘-l.. .

farm supply functions by agricultura) cooperative organizations

assures improved admini':stration of the services required by the
small farmers.

g) That the crédit union fede'ratio'n (FECOAC), the ag':icultural
cooperative federations (FECOPAM and FENACOOPARR) and the
credit institutions (Cooperative Bank,BNF) will plan and implement

complementary action programs in the rural sector.

The Project Purpose

Statement of the‘proiect purpose

This project proposes to esiablish an agricultural cooperziﬁve infrastructure
which is financialiy, technicaily and administratively self;-sufficient, and

is agle to provide financial an;:l techniéal support for the continued growth
and improvement of the agric;zltural cooperative movement, and able to
identify and seek out necessary outside financial and technical assistance,

Conditions expected at end of project .

a) Two agricultural cooperative federations the National Federation of
Rice Cooperatwes (FENACOOPARR) and the National Federation of
Agricultural Production and Marketing Cooperat{ves (I‘ECOPAM)
that are self-sufricient, well-mgnaged and growlng, and that are

provlding services such as‘the followmg to thelr member coopera-

PR R

tives. I‘arm bupply sales, marketing of maJor products, machincry



b)

c)

d)

e)

£)

-4

pools, seed f:;\nns, auditing services, mans;gement apfi‘ accoynt{ng
assjstance. legal and land tenure assistanée and cobfd_ipagion of
credit and agbic\'JItural technical assistance, *;
A national level cooperative farm supply organization providing co-
ordinated farm‘ supply bulk purchaéing and diétribution serw;ices to
the léwer level cooperative organizations, o
Eight regional cooperative centrals or unioné providing similar
services and cdrnplementing the above which are most effici'ently
px;ovided at the regional le.vel, especially marketing and farm supply.
Approximately one hundred and thirty (130) base-level cooperatives
that are providing services such as loan request pvepafation, credit
disbursement, collection of producits for marketing, ordering and
distribution of farm supplies, administration of cooperative~owned
’farm machinery and irrigatidn systems and other services most
efficiently performed at the local level. |
A Directed Agricultural P;oduction Credit Program effectively func-
tioning in 36 rural sectorscredit unions, channeling credit and technical
assistance to the small farmer members of the DAPC creditl unions,
and coordinating the marketing of major farm products and the sale
of farm supplies with an appropriate agi‘icultural cooperative organiza~

tion,

A well-managed, effective and responsive Cooperative Bank,



taste Aasumiptions

a) That once the cooperative federations are financially self-sufficient bused on

b)

.d)

a given number of cooperative members, and a given volume of business and

services they will set aside the internal resources and scek out the external

resources needed to continue the growth and improvement of the agricultural

cooperative movement,

Attitudinal prerequisites of a successful cooperative movment are consistent

with Ecuadorean cultural patterns and values,

Projected size and volume of services of cooperative federations are sufficient

to permit econotnically viable institufions,

Turnover in local cooperative managers will be low,

Statement of Project Qutputs and Qutput Indicators

The following table sets forth the output indicators and targets for the duration of

Output * Targets

cYT2 CcY73 CY74 CY75

1.

the project:
Output Indicators cY7l
1, FENACOOPARR

a, Firstlevel cooperatives

b,

C.

C,

functioning and affiliated 31

Number of first level coopera-
tiaes with qualified managers 11

Number of first level coopera-
tives with acc.ountinﬁ functione
ing and self-finance

Number of cooperative mem-=- '
bers . _ 1,212

Hectares acquired by ¢o=
operatives (annual) 2,945

32 35 38 44
11 16 22 30
7 12 20 30

. 1,335 1,425 1,515 1, 605

10,400 1,600 1,100 11,800
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\ %4

(eor:. ) Qutent  Tarpets —
Juinut Indicators | Gyl CYis CYTS CY OV
f.  Number of hectares in rice
: cultivation_l/ ' . 4,300 5,283 5,734 6, 184 6,034
' )
2 Amonnt of rice praduced .
(thousand qq) 155 189 235 315 358
h. Average yield per‘hectar'e :
(aq of milled rice) - 35 36 4 51 54
i. ‘.increase in yield per S
hectare - Base yr, 1971 =100 100 103 117 146 154
j. Capitalization of first-level’
cooperatives (S/, 000) 1,914 2,266 2,719 3,263 3,916
k. Amount of rice marketed by
Federation (thousand qq) .0 20 50 100 150
1. Income to FENACOOPARR from )
marketing (S/.000) 0 160 250 400 600
m. Income to FENACOOPARR from :
farm supplies sold (S/, 000) 5 32 96 109 136
a. frcome to FENACOOPARR
from other coopem tive
services (5/,000) 13 136 286 200 200
[
o. %self-sufficiency of FENA«
COOPARR 1% 149, 30% 50% 75%
p. Number of trained Federation ‘
staff 14 12 16 18 20
q. Data collection and evaluation
system established %X
r. Amount of credit used by first-

level cooperatives (S/,000) 3,046

e

.Represents double cropped acreages

5,284 5, 644

9,006 1250 8



(cont,) ' - Qutput Targols
Duiput Indicalors CcY7l CY72 CY?3 CY74 Y5

2, FECOPAM

a, TFirst-level cnoneratives

vec.aartee, afiiblaced and
receivit poicderatinn ser- . . .
vices T 41 . 45 61 80 9:4

b, Number of first-level coopera-
tives with qualificd managers 5 20 40 60

c¢. Number of first-level coopera-

tives with accounting function-
ing and self-sufficient 4 22 35 50 75

d. Hectares acquired by coopera~ :
tives (annual) 469 3,000 4, 600 4,000 5,000

e. Number of cooperative membera..0 2.500 3. 080 4. 000 4.700
. ’ t B 2 ]

f, Number of hectares in
cultivation 6,785 8,300 9, 000 9,400 10, 000

g. Number of hectares with : . _
technified cultivation L5 800 1,100 1,500 3,000

h, Amount of major crops
produced (qq)

1. Corn 11,480 15,456 23,912 35,480 47,376
2. Potatoes 95,571 113,400 166,530 235,200 296,100
3, Wheat | 6,970 7,650 12,200 19,200 26,320

i, Average yield per hectare
(quintales - qq)

1, Corn 10 12 . 14 16 18
2, Potatoes onur 120 130 140 150
3, Wheat - 17 17 - 20 24 28
j., Increased yield per hectare . T L ‘, .
) {Base yr?‘el‘??F = 100) K : .
l. Corn | 100 . 120 . 140 160 180
2, Potatoes 100 = los 117 126 135

! Whaat 100 . 100 "118 141 165



lcont, )
Trrtant I-Aicaors

k. Amouhtts of products
marketed by FECOPAM

~'--

m, Income to FECOPAM tHrough
farm supplies sold (S7, 000)

n,

2.

CREDIT UNION DAPC PROGRAM

a,

b-

d.

rch, 0oQ)

ircome to FRCOPAN through
marketing (S/, 000)

-8 -

Output Targets

Income to FECOPAM from other

cooperative services (S/.000)

% Self-sufficiency of FECOPAM 0

Second-level staff trained

Data collection and evaluation

system established and operat-

ing

First-level credit unions
participating

Number of members part-
icinating &

Total annual amount of
DAPC Loans (in million

sucres)

Number of hectares financed
by DAPC Loans

CY7l CY72 __ _CY73___ CYid V5

0 0 500 6or  Tn

0 0 50 60 75

0 15 150 180 220

0 100 288 448 576
Z4%;’ 35% 50% 75%

0 6 10 15 20

X

10 10° 20 28 36

1,900 ~ 2,900 3,400 3,700 4,100
8,0 12,00 14,4 18,0 19,2

2,900 4,800 6,000 7,200 8,400



(Cont.)
Output Indicators

. o .

Total production, major -
crops, financed by DAPC
Loans (in quintals)

e,

1. Wheat
2. Potatoes
3. Rice
4. Corn

f. Average gross increases in

Output 1 arget

personal income to credit union

members from production financed

by DAPC Loans in Sucres

- number of ccoperative members

-average income increase per
member

- total increased income resulting

from DAPC Loans (in million
sucres) )

COQPERATIVE BANK
a, Late Loan Rate

Total outstanding loans to
agricultural sector !
(million sucres)

i
c. Total outstanding loans

(million sucres)

Level of Cooperative Bank
operations with IFondos
Fiduciarios (§/000)

IZxpansion of Cooperative Bank
service base

1. Opening of branches |
2. Correspondent relations

with Banksy

CYNl CY172 CYT3 ‘CY14 CY75
v o
23310 85310 4Q860 48990 .
40080 62320 89050 100180
22615 28620 35190 43050
8040 11,120 14590 18650
2900 3400 3700 4100
600 900 1,000 1,400
.75 3.35 3.7 5, 74
9.5% 9% 6% 6% 6%
14 44 68.5 175.5 85
39.1 72 110 128 145
§000 10000 15000
... .Quayaquil ~ _ __ .
BNF

L e



D. Statement of Project Inputs

1. The USAID and cooperating agencies will provide the follo.wing g‘(‘)b&&

and services in order to produce the above outputs:

Budget and Implementation Scheduvle

Inputs (USAID) FY73 : : F'___i[_'_?j ' FY75
I. Total Cost of Project '$370, 000 $270, 000 $172, 00C
II. Contract Costs 210,000 149, 000 98, 50C
A. Personnel 139, 000 96,000 56, 000
1) Operations and Manage- | |
ment Advisor FECOPAM 20,000 35,000 31,000
2) Operations and Management :
Advisor FENACOOPARR 30,000 - -
3) TDY Consultants | 13,500 - 13,500 : 10, 500
4) DAPC Advisor 13, 500 - -

ED Cocperative Management.
Tr ining Advisor 34,500 - 30, 500 -

6) Agricultural Cooperativeﬁ :
Evaluation 9,000 9,000

7) Local Hire

a) Cooperative Manage- ' ,
ment Advisor 11,500 11,500

o e

b) Clerical/Adminis-__ .- C e e
5,500

trative . 7. 000

- 5, 500

!

bz mbraw

. Other Costs '63,000 45,000 34, 500



-

(Continuation) S '

Inputs (USAID) FY73 FY® - SR 1

C. Participants 8,000 8,000  g000 ¢

III. Direct Costs 160, 000 121,000 13,

A. Commodities 18,7000 - 8,800
1) Vehicles . 18,500 4,500 |

2) Office and Audio

Visual equipment and L g
3,500 - 3,000 "8, 000;

supplies
gas
3) Engineering and »
. : N A s
Agricultural demons- mEL T h
SR e
i @0,

tration equipment 1,000 l,Op‘q_‘v,t; "',q

B. Other Costs : 142,000 . 1;2,565 oD

(financial support for salaries,
transportation, vehicle main-

tenance, education and {ield

operations) ‘

R
1

1) FENACOOPARR 70, 000 55,000, 's&,ﬁ“w,
45, 000 AR T LA | A0

.o -

2) FECOPAM

Ay '\hl‘ l

3) DAPC Program o e e



......

(Continuatim} o, o o

Inputs (CF*‘~ eratt uaﬂﬁ,s*nt.iosﬁ. L e, e
i Persmw} ‘ 350,000 . $78,000 $103, 000
o Otht-r Cm;ts " 22,000 60,000
TOTAL il §72,000%  $112,000  $163,000

L
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The major objectives of the project were to orgaﬁize thrty basé-levelch’-'f
operatives, legalizc these groups and affiliate the;r: ina Iederai‘i'Qr.n or upion.
Although some of the groups already existed, in most cases it was ni;c"essary to
organize new. cc;opcmtivcs. This required leading the groups through the entire
iengthy process from initial contacts through promotion and motivation, co-
operative education and lecadership training, legalization, 1nsta1iation of account-

ing systems, and initiation of activities., It was soon found that in addition to

all this, it was necessary to provide assistance to the cooperatives in the

acquisition of land.

Thus, the first two years of the project (1969 ~ 1970) were dedicated over-
whelmingly to the organization and legalization of cooperatives, the acquisition
i?f land for the cooperatives, and the formation of fhe National Federation of
Rice Cooperativ.es. The implementation of thé Land Salc Guarantee Loan,

—

designed to further land acquisition by cooperative members, has been delayed

but is about to be initiated,

In early 1970 work began in the highlands of Ecuador with the objective of de-
veloping a coopcrativ.e' infrastructure in thét region, Until recently, the major
activities in this region were in the two northern-most provinces of Carchi

and Imbabura, In these arcas there is little to be done in the wa); of organiza-
tion of new cooperatives. Rather the focus has been bn improving the adminis-
tration of the existing basc-1level cooperatives, and organizing reglonal cooperativ
assoeiation to provide farm sum;ly services and later to initiate marketing ae-

tivities, Tt was planncd that the project could begin to work through thq,N:it'i,onal
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"I'ne major opjecuves ol me project were to organize thrty bas'é-levelch’%
opcratives, legalize these groups and affiliate thex"ﬂ ina federai.l‘o.r; or union,
Although some of the groups already existed, in most cases it was ni;cuessary to
organize new- co.opcraﬁvcs. This required leading the groups through the entire
iengthy process from initial contacts through promotion and motivation, co-
operative education and leadership training, legalization, instaliation of account-

ing systems, and initiation of activities. It was soon found that in addition to

all this, it was necessary to provide assistance to the cooperatives in the

acquisition of land.

Thus, the fix.'st two years of the project (1969 - 1970) were dedicated over-
whelmingiy to the organjzation and legalization of cooperatives, the accuisition
k_)f land for the cooperatives, and the formation of t.he National Federation of
Rice Cooperativ:es. The imfylementation of thé Land Salec Guarantee Loan,

—

designed to further land acquisition by cooperative members, has been delayed

but is about to be initiated.

In early 1970 work began in the highlands of Ecuador with thé objective of de-
veloping a coopcrativ.e' infrastructure .in that region, Until recently, the major
activities in this région were in the two northern-most provinces of Carchi

and Imbabura, In these arcas there is little to be done in the way' of organiza-

tion of new cooperatives. Rather the focus has been bn imprqying the adminis-
tration of the existing basc-level coopcrhtlvcs, and organizing reglonal cooperative
association to provide farm supﬁly services and later to initiate marketing ac- .

tivities, It was planncd that the proj'eét could begin to work thr‘ough' tth:i.t';xpnal



Federation of Agricultural and Marketing Cooperatives ‘FECO.P_AM)’-,"; However,
it was not until the latter part of CY 1971 that the National Directorate of

Cooperatives intervened FECOPAM, and invited the CLUSA contraét‘teh‘m to

begin the work of reorganizing the Federation.

PRESENT STATUS OF THE PROJECT;

A. Rice Cooperatives

The National Federation of Rice Cooperatives (FENACCOPARR) was le-
galized in November 1970, It is expected to reach a 15% level of self-
sufficiency in CY 1972, The Federation now provides services in the

following areas tc 31 legalized rice cooperatives affiliates:

a) Marketing

b) Farm supply

¢) Accounting and auditing

d) "Loan request preparation

e) Land tenure |

f) Cooperative education

g)* Agricultural extension (through an agreement with the Ministry of
Production and the National Rice Program),

8, 500 hectares of land have been acquir’ed by the rice cooperatives since

the initiation of the project,

The rice cooperatives portion of the project is at a watershed, During the
past year the Federation Las begun shifting from a primarily promotional
and technical assistance activities into commercial, iricome producing

‘activitics, Farm supply and rice marketing : gerationa hava haen initiated
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on a small scale, A full-time CLLUSA advisor began_ his services in
. ¥
July 1972, His major focus will be on assisting the management of the

farm supply and marketing operations,

Highland Cooperatives

A technical assistance agreement has been signed' between CLUSA and
FECOPAM. AID, under a Pro/Ag signed with the Ministry of Social
Welfare, is providing financial assistance to the IFederation, The Federa-

tion, with CLUSA guidance is reestablishing its contacts with agricultural

cooperatives on the highlands.

Most of these cooperatives have either been inactiQe mernbers of FECOPAYN
or have never affiliated. The Federation is begihning to provide thése
cooperatives with essential services, sﬁch as accounting, auditing, land
tenure and agricultural extension, (the latter two, fhrouéh agreements'with
GOE agencics), cooperative education and farm supplies, (through the.

formation of regional farm supply cooperatives).

FECOPAM will work with existing legalized cooperatives. Therefore,

it will be able to move into commercial income producing activities

-

without the delays encountered inr the rice cooperatives projeci. “Two

reginnal farm supply cooperstive associations are operating and one morc

will soon begin operations,
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At this time, FECOPAM is providing services to {ifty (50).member .
cooperatives and is a}ssisting the operations of two regi.o;ml gpqpe"ra:t.ive
unions, and one central in the provinces of Carchi, and Imbabura; in ihe
northern highlands, FECOPAM is also organizing two_regiona! cooperative

farm supply stores in the provinces of Cotopaxi and ?ungurahua, in the

'{entral highlands.

Directed Agricultural Production Credit Prggran';

This program began in 1966 as a pilot project of the Credit Union Federation,
(FECOAC) with technical assistance from CUNA, The objectives of the
program were to orient more of the credit generated in the Credit Union
movement towards productive agricultural credit, by increasing the' amount

of financing available, and improving the delivery system for credit to

smadll farmers.

An evaluation of the project was recently completed by FECOAC with
assistance from USAID/E. The major findings of thc cvalwa tion were
the following:
a) Additional technical assistance in two areas is required if the DAPC
program is to have a significant“impact:
1) credit union ndmini.slralion
2) ag.ricultura] extension
b) The program must be coordinated with all aspec@s of the farmers!

production cycle, especially marketing and availability of farm supplies,

if it is to be successful.
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As a result of this evaluation, FECOAC has entered {nto an agreement

~ with the Ministry of Production which will substantially increase the
agricultural extension resources availablce to FECOAC, 1Itis aeveloping

"agreements with the National Development Bank and the Cooperative Bank
to assure availability of suffxcxent.credits in addition to those gcnerated from
thhm.;he credit union movement, It is also developing with FECOPAM a
working relationship whereby each Federation will carry out a promotional
campaign to a) bring the mémbers of rural credit unions into t}_le regional
farm supply and marketing cooperatives, and b) bring the agr.icultural
cooperative members into larger regional credit unions which wiil either
be basecd on existing credit unions with predominantly rural 'memberships,
or will be newly established with FECOAC assi;;tance. Under this arrange-
ment, FECOPAM will be responsible for the implementation of marketing
serxvices, FECOAC will develop the channels for d"is.tribution of the farm
credit, and both organizations will participate in the development of a

'national_farm supply cooperative organization., It is projected that in the

| future FENACOOPARR vwill join in this arrangement or wili enter into a

similar one with FECOAC and FECOPAM,

Thus, the focus of the DAPC program will be on improving the administrativ.
and agricultural technical assistance to the rurd credit unons;' on improving
the efficiency of the credit channols_ to the sma.ll farmers, on atiracting ad-
ditional sm'dl farmers mombcrs to cxxsting rural credit unions, or develop-

ing new regional credit unions or crcd1t union centrals which can serve

Jarger number of small fnrmers. .



In order to improve the efficiency of the credit channels 16 the sﬁmall\
farmers FECOAC will receive additional technical assistance ijovaID

in the establishment * and training of staff for a credit.departm'::'h;.which
will channe! and su;.)ervise agricultural credit to the small farmers from

national lending sources such as the Cooj)erative Bank and the National

Development Bank.

In summary, FECOPAM and FECOAC will initiate the implementation of
an integrated work plan in which the responsibilities of each party will be
well-defined in order to provide the most efficient and most important

services to the small farmer members of the cooperatives,

Within this working arrangement, the parties will have the following
responsibilities:
a) To jointly establish a national farm supply cooperative organization

to meet the farm supply needs of the small' farmers and the member

cooperatives,

b} FECOPAM will carry on the following aciivitiesz

(1) Promote the affiliation of the agricultural cooberative members
into the rural credit unions, or into regional credit union centrals,

(2) In coordination with the Ministry of Production, provide agricul-
tural technical assistance to the sr'nall farmer cooéerative members

in order to improve production techniques,



(3)In conjunction with the National Farm Supply éqoﬁe’rative¢0r'ganizatlon,
* carry out the necessary feasiBility st\idies, and inftiate the opera- |
tions of the regional farm supply sores, o
(4) Initiate marl.ccting services for the small farmer cooperative
_ members,
¢) FECOAC will carry out the following activities:

(1)thannel | agricultural credit to the small farmers through the rural
credit union system

(2) Provide technical assistance and training to the rural credit union
managers in administration and fin#ncial managément.

§3) Maintain supervision and control over the lending procedures of
the rurai credit unions.

(4) In coordination with the Ministry of Production, provide technical
assistancc.: to the rural credit unions in farm planning under the
procedures of the DAPC program.

(5) Within its possibilities, provide f‘inancial assistance to the projects
which will be carried out in - coordination with the other. cooperative

federations.

(6) Promote the affiliation of agricultural cooperative members into
the rural credit unions and where rural credit winions are not
avallable, promote the creation of new credit unions, new branches
of existing credit unions, or new credit union centrals in order to

make increased agricultural credit efficiently avallable to the small

' farmers,



D. Cooperative Bank

The cooperative Bank has 220' member cooperatives, At.the end of CY71
it had §/39, 545, 698 in outstanding loans (Ussl. 581, 822), The léank has
opened its first branch in Gua&aqufl and is studying the possibility of
establishing a correspondent arrangement with thp National Developmen‘t
Bank which has branches throughout the country. Such an arrangement
could allow the Co.operative Bénk to significantly improve and expand its
services. Since Cctober, 1971 the Bank has the full-time technical

assistance of the CLUSA Banking and Finance Advisor,

RATIONALE

* Ecuador is basically an agricx.xltural society, Approximately 60% of the
tota; national population is in ﬁe rural sector, and the large majority
(over 90%) of the rural population is made up of small farmers, Most
of these small farmers are ea:rning less than the average per capita
income (US$300), and have only limited access to the factors of produc-
t.ion such as cgpital, technology, land, and management skills, which
would allow them to increwge their incomes from fa rming. They arc also
at the mercy of inefficient and inequitable systems for distribution of

(I

farm supplies and marketing of farm products,
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Sources of credit for small farmers gi-e ex;aan'din'g. However, actual
delivery of the credit to the farmer i8 still on a scale fe;.x_' ié:fs .th'an'the _
need because of his l.ack of competence and ox;ganization to de;ig'i'x'f'éasible
loan requests and his lack of technical assistance., Technical assistance

to small farmers has been severel.y limite.d partially because of insufficient
GOL funds available to the technica:l assistance organizations such as the
Ministry of Production. Such technical assistance has been further limited
by the high cost of providing assitance to small farmers on an individual
basis, and because the small farmer has yet to acquire the inflt.xcnce to

be able to demand competent services from the government,

The most immediate bottleneck to small farmer land acquisition is lack

of organization. Unless he is organized, a small farmer is for all prac-
tical purposes unable to acquire land. The Agrarian Reform Law requires .
coopérative organization for land acquisition under government auspices.

In order to buy land on a commercial basis, small farmerg must organi:ze
to pool sufficient rcsour"ces to purchase the tracts of lai'd which are up

for sale. Even when they have clear title to land, the landholdings and

the amount of production are generally So sx'nal'l that the farmer alone is
defcnseless aga.insts the various problems he faces, Tinally, most of the
small farmers arc unable to cefleciively manag e their small plots, much

less a larger enterprise, without technical assistance inputs.
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The number of agricultural coopera.dves in Ecu‘a;ior has increased .
di:a;matical ly since 1960, Today, there are 65§ legalized-agrici‘x:l.tuf‘al
cooperatives in the country, \:/irtuany. all of the agricultural ;:ooperatives
in Ecuador are made up of 20-100 small farmers (average of 1;10 hecares
in the highlands and 3-20 hectares on the coast), who i)and together initially
in order to acquire land under the Agrarian Reform Law, or through
purchase or through scizure. Once land is acquired, the cooperative mem-
bers have little or no conception of what further services the cooberative

can provide, nor do they have the technical or managerial competence to
implement new cooperative services, Therefore, generally the cooperatives

become stagnant, ineffective paper organizations once the member's

immediate objective of land acquis''ion is attained,

The cooperatives which do exi'st provide a basis from which to build a
viable agricultural cooncrative infrastructure, However, the individual
b‘as'e—lcvel cooperatives have gencrally too few members and the total
volume of business of the small farmer members is generally too small
to have any significant impact.on markéting or farm suppiy operaﬂons,

on a national or regional level, Therefore, second-level organizations
are required to pool the resources, the demand a'nd the production of
several small farmer cooperatives, At this level cooperative organiza-
tions can sustain the volume o‘f busiﬁcss‘ncccé’s?:ry to su'pport competent
management, and to conduct farm supply and marketing operations of suf-.

ficient scale to have an impact on pi‘iccs of farm inputs and Tarm products,
and thus have an impact on small furmer inco 1e. '
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The basic rationale of the project is that cooperatives are’ me St tv}ie
- most useful tools on the Ecuadorean scene fo.r addressing the’ l.)aslc' 4
problems of the small farmer: low income and low panicipatioh\in‘

the society. The cooperativé movement is seen as such by the GOE and

L 4

by the small farmers themselves, although neither has yet come close

b

to dedicuting the resources needed to develop a viable agricultural coopera-

tive infrastructure.

This project does not attempt. to develop. a truly nation-wide agricul-
tural cooperative movement, At the end of project only a tiny fraction
of tﬁe small farmers of Ecuador will be members of the'coopérative
organizations affected by the‘project. Rather this project addresses it-
sélf to the needs of the small farmer throughthe development of an
aéricultural cooperative infrastructure which will be self-sufficient and
will demonstrate to the small farmer, the GOE and other donors in-
‘volved in Ecuador, the utility of cooperatives, as well as how they can
be developed. The infrastru;:ture to be developed by this project will
serve as the basis for continued expansion-of the agricultural cooperative
r.novement through the mobilizzation of its own resources, through its
influence on the cl'wa;wxnollirﬁ;c 61’ pi!bli(; resources, and through its ability

to altract, and eflectively use other donor resources,
' '

This infrastructure will esseatially consist of two organizational levels:

the base-level coopuratives, and the secondary-level cooperative organiza~

tions (cooperative unions, centrals and 'féderations).
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advantage of the specializations being established by each organization,

and to most efficiently provide to the small farmer the range"of' 'b‘asi‘c

services that he requires: (credit, technical assistance, farm inputs

and marketing).

As is evident from the discussi.on‘a.bove. the project is entering a phase

in which the promotional and motivational activities will be reduced and
emphasis will be placed on implementing the comm.erciul, income-producin,
activities, as well as upgradin:g the administrative and management ca-

-—

pabilities of the couperative organizations at both levels,

Although technical assistance to the cooperatives will continue to be im-~
portant, the focus of this assistance is changing significantly, In the areas
of agricultural extension, the IFederations' involver‘nent will no longer be
direct, but rather through agreements with GOE agencies which will pro-
vide the assistance to the cooperatives, In cooperative education emphasis
will cort inue to shift from lcadership and membership training to training
of cooperative managers, It ils likely, that AID assistance for the educa=
tion activities of the I"ederations will be reduced steadily over the next

two to three years, as a national lcvel‘or[,-'ani'/,ation begins implementing
intensive cooperative manig ement training programs. "I‘h.e accounting
technical assistance presently provided by the IFederations will be eliminated
as basge-level coopcr:itivcs management improves, and will be repl.ﬁced by

auditing services, In regard to .lar.xd tenure services, the federations will

maintain close coordination with the CO®



0 Vs : - 27 -

The Mission feels that a thoréugh outside evaludtion of .thé'projeé)t shoulc

be conducted as early as possible during Y73~ The purposc of this

n % Yo \
evaluation will be: 1) to review the progress of the project to date, 2) to

identify major barriers to future progress, 3) to evaluate the present

activities, inputs, and future plans of a1l the parties to the project, 4) 'to\

analyze their relevance to overcoming ihé barriers and nttainiﬁg the ob-
jectives of the project. (The major pax‘ileé would be USAID/E, the con-
tractors, GOR and cooperative organizations). 5) to recommend needed.
changes in program design, particularly 1“919.11{;&1 to host agency and con-
tractor inputs, and G) to review the continuing data ga_z‘thering and evalua~
tion capabilities of the host agencies and agsist them in improving that

capability in 2 manner most useful and practical for them,

This evaluation should be carried out by an ouiside agency or iIndividuals

with suceessiul experience in evaluations of similar projects.

A second outside evaluation of similar scope  is projected for completion
twelve months before EOP in order to make any adjustments called for
Hefore EOP, and to identify residual financial and technical assistance

which may be reguired,

FFunds for the two special evalualions are projected in this PROP,

ST TS Siar et
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b) A anticnal level cowerative farm oupps
¢ed farm sunely bulk euretasing ans dint, o
level cooperative organizations.

c) Eipht regional cooperetive centrals or unl~ns providing similar

anivat: - .-

ard complementing the abvovc which are =nr. cfficicnily proviicd
regional level, especially marketing a2+, . = surcly.

d) Approximately one hundred ard thirty (237" Lase-lcvil eosprrasi
are providing scrvices such 8s loan rec ...’ preg2rition, cr«

rent, collection of products for zarketin~, crdering =nd i
farm supplies, administrsticn of ccoper-’ s2-oumce fzro - -
irricetion systems and other services ri:-. - fliciently persios L
local level.

e) A Directed fgricultiral Producticn Cre-i* Trosrem effectiveiy !
ing in 36 rural sector credit umions, ci=r--ling crediz sni te
assistence to the small far-er mexters o‘ e DARC credit unai-on:
coordirzting the mzrketing of =zjor fur- -vxducts z:2 the s2717 o
supplies with an apcropriate ag-iculturs) -~ .oporal

f) A well-mznsced, effective 2rd respomsiv. - sperativ: Rerni.

o or-umiesc

Qutputs . Output Tarrets
. Y 71 cY 72 cY 73 oY Th cv 5
FERACOOF ARR
a. First level cooperatives functioning acd affiliated : 31 32 35 3= L.
b. Number of first level cooperatives with qualified mapagers - 11 11 16 22 3
c¢. Ruzber of first level cooperatives with accounting functioning and
self firaaced 7 7 12 22
d. T'.::'b.’r of cooperative cembers. 1,212 1,335 1,425 1,82
e. t2res e:;.xir"-d by cooperatives {arnnual) 2,945 10,kco 11,500 1,100
f. X £ hectsres_ in rice cultivation y 4,300 5,253 5,73k -%,184
c- l‘.-:c.mt of rice prcduced (thousend qq) 155 189 235 315
h. Aversge yield per hectare. (gq of milled rice) : 535 36 3] 51
i. Increese in yield per hectare (Base year 1971 = 100) 100 103 117 146 1
J. Capitalization of first level coppcratives (S 000) 1,91k 2,255 2,719 <,263 <
k., Azount of rice marketed by Federation (thousand q) [¢) 20 50 1CO i3
1. Income to FERACOOPARR from merkcting (S 000) 2/ o] 160 250 400 &5
m. Income to FENACOOPARR from farm supplies sold (3 000) 5 32 26 109 I
n. Income to FENACOOPARR from other cocperative services (5 000) 13 136 2o 20 23:‘
o. % self-sufficiency of FERACOCPARR 1% o1k 3 1% 4 5%
P. Niber of trained federation staff b1 12 16 18 x
9. Data collection and evaluation system established x
X. Apount of credit used by first-level cocperatives (S 000) 3,064 5,284 5,6Lk 3,006 12,5¢8

_]_./ Totals include 0% increase over actual acreage to represent double cropping.
2/ Leasca mill.
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i b) A anticntl level eous raLive form o A
¢1 farm sunely Lalk ecurebnnine and dist, o SIS R L A . -
lcvel cooperative organizations.

c¢) Eight regional cooperative centrals or uxl-ns Froviding sizilae
ard coaplementing the above which are =nrt officicnily proviiz’

regional level, espeaially marketing 2+, . = suroly.
d) Approximately one hundred and thirty (2.7° :ase-levzl easrrreci.
are providing scrvices such 8s loan rec.-.’  ovregzration, :

rent, collection of products for zarketin~, crderirg 2n4
ferm supplies, administration of cooper !’ rrecovmes fa-z -

irripetion cystems end other services ror . " Slicirntly persior L.
local level.

e) A Directed Agricultural Producticn Crc+i- Y -osren effesti-reis I
ing in 36 rural sector credit unions, c!-:- lirg credis s
essistence to the szail farmer mexzbers o 102 DASC credit o :
coordirzting the zzrketing of =major fur~ - :ducts z2:.2 i1h2 27

supplies with an arcropriate agricvlturz' -
f) A well-mznaced, effective end responsiv. °

aoorati

Qutiputs . Cutput Tarscts
. : cY 72 CcYy 72 Y 13 TY 7k [
FENSCOCFARR
e. First level cooperatives functioning acd affiliated 51 32 35 32 L
b. Kuzber of first level cooperatives with qualified managers - 11 11 16 22 kis
¢. luzber of first level cooperatives with accounting functioning and
self firanced ' T 7 12 22 3z
d. Luzbar of cooperative merbers. 1,222 1,335 1,k25 1,515 1,575
e. Tactares acquired by cooperatives {acnual) 2,545 10,400 11,560 14,100 13,772
f. Nuzhar of hectsres, in rice cultivation y 4,3c0C 5,283 5,73k -,184 &2
g. Azount of rice prcduced (thousand qq) 155 189 235 315 33
h. Average yield per hectare. (qq of milled rice) . 535 36 41 51 c-
i. Incresse in yield per hectare (Base year 1971 = 100) ) 100 103 117 146 el
J. Capitalization of first lewvel copperatives (§ 000) 1,914 2,255 2,719 3,263 3,%:%
" k. Amount of rice marketed by Federation (thousand §q) 0 0 50 100 0T
1. Inccre to FERACOOPARR fram marketing (S 000) g/ o 160 250 Loo 575
n. Income to FENACOOFARR from farm supplies sold (5 000) 5 32 26 109 S
pr. Income to FENACOOPARR from other cooperative services (§ 000) 13 136 286 2C Pig
o. € self-sufficiency of "FERACOCPARR 1% 14% 3% % 753
p. liumber of trained federation staff 14 12 16 18 4
q. Data collection and evaluation system established ’ x
r. foount of credit used by first-level cooperatives (S 000) 3,064 5,284 5,64k 2,006 12,908

1/ Totals include 20% increase over actual acreage to represent double cropping.
2/ Leased mill,
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WYIING B-'L’K

w 32 lo-n b 9-5':; 9; 67) 67‘ 6,’3
Ge ToENY \_...-.._rd::v 12ans to arriculiural sector (million sucres) 1k LY 68.5 75.5 85
e Motal zotzianding loans (nil.Lion sueres) 39.1 12 10 -28 L5
J. evel of C:\::erauve Bank operations with Fondos Fiduciexios ( °,b00) 5,000 3G,(.00 15,C00
2o Brancion of Ceoyerative Bank scrvice tacse
1. Crening of ecranches Olayaquil
2+ Correcpondant rolations with Donks xrF
~ats Dudret ond Imlamentation Scredule
Y 73 TY 74 FY 75
12AID)
Total Cost of Project $370,000 $270,000 $172,62
L. c~-1t.r_.c't Costs 220,000 1%9,0C0 ¢, 500
A. Pcrsonnel 129,00 S€,C00 55,000
1) Crorctions and Managezent Advisor FECOPAM 20,000 35,000 31,000
2) Crerations and Management Advisor FTIACCOPARR _10 (¢lvs] - -
3) TOY Conzultiants 13,5C0 13,500 10,500
L) DAEC sivisor 13,5C0 - -
S, Czarcrative Mlinzgezen .t Training Advisor 31,500 30, 500 -
€) A~ricultuwrid Cooperatives Evaluation 9,000 - 9,000
7) leszxd Hire
. a) Czopirative Managercnt Advicor 1,5c0 11,500
- .’c) Cicrfcal/Arinistratitve 7,000 5,500 5,500
B. Otner Costs 63,000 : L5,000 3,500
C. Perticlpants 8,c00 8,000 §,000
169,000 12],000 73,500
1€, 000 8,500 2,000
13,500 &,5C0
3,5 3,00 2,000
1,00 1,000 1,cc0
12,000 12,500 ) 79,500
(financial support Jor salaries, transportatdon, vehnicle raintenance,
elucition and field operati::nss
1) FTLACODPARR 70,20 55,0C0 35,020
2) FIoorat ks cod 33,200 25,000
) L.2C Poozrem (FEC0AC) 27,00 ) 19,5C0 19,520
50,000 78 0Co 102,000
22,020 3»,(730 €z,000
ey ! 3
REST AVAlLABLE curY 72,000 112,000 103,700



Irportant Ascurmtions

ar

a) That coop:ratives are an offective means of mobilizing the participation of significant

naseers of low income foxmers, "and increasing thelr incoce.

b) Ta2t the GOT wiIW co to allow significant non-public
icultural nroducts.

:eacned vy th

50C

ntinue

sector involverent in the

-

yo

itute an important target group within

(44

ct iy ocr O kY
Fh b
0 ,.J.
[ A

)

cocraratives will give

cult
pi rer parts of the country,-

.
pReslNe Vit

¥y

ey
RPN

stance will create an
otier zources of outs:de a“s
l ural cooperativ

ure r“ozth of the

which will dorwonstrate to
easibility and utility of small
a financial and management

~
(8
-~
3=

c'l o

H

ort thos
o)

organizations

nd .n*:l Ly
.Ju \_t\.dl
cvel asricultu

when

Ch
A0 RS
b

frmn

———e

SN

arc esse
in Ecuador.

coosperavive organizatlens,
farm supply funetions by egricultural
iministratlon of the services IEGUlch by

tions
ltura_ coo*crﬂti

nctions

orerative

arri

~
R

3
4y

OcC
Yy

o]

«

T) Taat a dezre

(230
[535)

amsng rural

-
anc

0 P}

atl
.

cu

fu
1rke‘ir"

T

oved &

<

-
orgen

1oht*un: assures im
52211 fasvers.

'g) Trat the crodit unicn
5 (Focces arg TRIACCT

bhe

federaticn (FECOAC)
A0R) and the crelii

ccaplenentary action Tr

ultural cocperative fedexrations
( Bank, ENT) will

—a

»
i

[

b coo*e*ative orraniza~

ntlal for the success-

RS
7+ plen and implene:
once

a) Tha tre cocpe
: ven n'ttcr o*
uill set 2 t

ntine tho

cdA WV daana

+
v

nt based on a
i services they
rces needed to
TOVETSNTe
consisient with

arcially celf-suflfi
iven volunme of busin

out the crterral re
cocperat

ier
3

~
Lod
>
A

~

improvem ent oz

s of

-

-
2
ecH
SO
i’c
—n

ere

TovezZen

e
-:‘..)

ardg volume of cervices of
Zcally viable institutions.

cive

P s i~

tectad

sufTicient to
erait econon

a) Tarnover Iin local coomerative monegers will te low.
- - \‘
e = (Trera are no assumptions for Ouiputs «nd Inpuis)

BEST AVAILABLE COPY



ANNEX A

AGRICULTURAL COOPERATIVES PROP

HOW PROJECT RELATES TO OTHER AID ACTIVITIES IN AGRICULTURAL
SECTOR AND ECUADOREAN SECTOR STRATEGY, ,

The Agricultural Cooperatives Project forms an important part of the

AID activity in the agricultuz\'al sector, The USAID Progrom for the

sector concentrates on (1) increasing rural income and (2) expanding
certain crops which have a 'ready market and which can either be cxported

- or serve as import substitutes, The Agricultural Cooparatives Project is
related more directly to the objective of increasing rural income by helping
institutionalize programs wherein small farmers can market mora efficent-
ly, buy inputs when needed and at lower prices, and develop a voice in the
formulation of national agricultural policies, The GOE has alao listed os
its objectives an increasc and rediastribution of income and import gubs-
titutions and exports as its goals, It particularly named the Guayas Pasin
as a site for priority actions,

1, AID Loan 518-1-031: Relation to other Loans and Agricult\,{ral Co-
operatives Grant Project, .

Loan 031 is the second loan made to the Cooperative Bank, The f(irst
loan (518-~L-024) is already disbursed, Both of thesc loana were con-
ceived and planned under the Agricultural Cooperatives grant proirct,
which provides to the Cooperative Bank grant-financed; advisory
services of CLUSA, including advice and technical agsiatance part-
icularly relative to the disbursernent of the 031 loan,

Another interreiationship is that many of the cooperatiyes, members
of one or the other of the three federations assisted by the grant
project, are sub-borrowers under tha 031 loan, Through the efforts
of the federations in education, management, accounting, etc,, the
sub-borrower cooperatives are rendered meoere creditworthy, which
in turn should be reflected in improved and sounder (31 loan opcra-

tiona,

A third interrelationship Is that existing between tho grant-acsisted
DAPC Program and the Cooperative RBank, On one hand tho grant
project strengthens the DAPC Prog.sam which is a client of the Dank;
on the other hand it helps the B3ank to be more reaponsive to amall
farmer credit needs,
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Land Sale Guaranty Loan 518-1,.032 - Relalion to Bthcr Loans and
Agricultural Coopceratives Grant Project,

To a considerabie extent the Agricultural Cooperatives Projsct iden-
tified the problems which the 032 loan addresses, The grant propct
was heavily involved in preparing the loan paper, The main rejation -
which exists between the loan and the grant project occurs im this .
way: The grant project provides CLUSA advisory assirtance and
budget support to the Federation of Rice Cooperatives (FENACOOPARR),
while many of the sub-borrower cooperatives (but not all) are mem-
bers of FENACOOPARR. Under an agraement with the loan project
management, FENACOOPARR is providing to some of the cooperative
sub-borrowers a special type of technical assistance for whict FT~
NACOOPARR charges a fee, Tho technical assistance provided by the
federation is rnade up principally of courses in cooperative education,
management and accounting, obviating the necesaity for the technical
assistance branch of the loan project to provide this service, The
fees paid to FENACOOPARR for this survice come from tho tech-
nical assistance component »f the lsan funda, but they will nroba’ly
not exceed $4, 000 in 1972, 7The grant-assisted Federation zupports
the loan to the extent that the Faderntion makes the sub-borrowe-
cooperatives more credifworthy, The loan helps the Federation o
the extent that the loan renders the conpérative sun-horrowers {(mem-
bers of the Federaticn) more productive and viable, '

There is no essential timing relationship betwoen the dlsbursement
schedules of the grant and loan projecto; hence it s nol neceseary
for the disbursement periods of the projects to colneide,

There i8 one more interrelationship between ths lean (032)and the

031 loan and the Coonecrative Bank, The Land Sale Suaranty Loan
(032) is bei ng opera‘ed under A plan whereby private banks (In-
cluding the Bank of Conperative s) con have access to loan funds in a
trust fund inthe Central Bank of Ecunader with rediscount and/or gua-
rantee proccdurcs, The Co'_)perﬁ.livra Rank has alrcady made one loan
to a cooperative under Loan 032 and will probably make others in the
near future, It is also possible thata cooperative under the 032 loan
program may have accass to 021 loan fundn in the Bank of Coopera-
tives for purchases tied to dollars; thet ig, instead of lending the
cooperative local currency from 232 for all of its needy, it could

have a sub-loan from tne 031 loaan which utilizes dellars [for nurchad ng

farm machinery, etc,

PEST AVAILABLE G
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‘Annex A / Page 5

A mult-fold expansion of farm supply operaticns through coordinnted
procurement and distribution of production outpuls on & nationnl baris
will be attained beginning in 19273 throush & tripartite agreement ameng
the three participating fcderations scheduled for rxacudoeon in Novembe

1972, : - .

~ELABORATION OF OUTPUT INDICATCRS

Table C, pp. 5 -8 of the PROP have beer updated for FENACOOFARR on the
basis of new data compiled by the CLUSA Adviaor recently asgsigned to that

F ederation, and for FECOPAM on the basis of a new, compreherrive ‘atudy just
completed, The new pages are substituted ‘o the old ones, In the preparalion

of the new material, and in line with & completely collaborative style of operation,
we have relied heavily on the coniribations of the Bank, the federationg and their
advisors,

Tze most direct indicator of progress ir the {ederailors, FENACOOPARTR and
FECQOPAM, is the one designated "o, Scll-sufficlency', Trble of. the PROP,

It measures the success of the {ederations in increnasing thelr contributions tc
their operating budgeta, To obtain thin prooress in self-sufliciency, the two
federations must increase their incemes, The indicators which refbet nrogresa
in increasi ng income are output taveats "I "m’, and "'n'', Table C of the RQOF,
Hence, the best indicators are the items "1, "oy "'n' and '"o',

It is fairly clear that progress in readhing self-sutficiency rests to o grest de-
gree, though not exclusively, on a “ase of increased agricultural producton,

so some indicators such as increace in number of hectares and yield per ec-

tare have been chosen, Other factors which increase the cooperatives volume of
business are also considered to be important, There i3 no known formula, how-
ever, for predicting sclf-sufficiency from several of the indicators (viz, "a'', b,
ettty tdt, Mett, MU, Mg, UhU, Uity Ui, and “kR',), clther  individually, or in com-
bination, Itis assumed, based on Mission expericnce, that they are important

and their inclusion is based more on n sublective rather than an objective judg nent,
We are interested in preduction and volume of bueinegs und Intend to follow them
because we have made a management decirion that they are Important to the suc-

cess of the Project,

1f it could be demonstrated that there ig o direct linkage between inbtitutional
inputs and some or all of *he highly specific output indicators--a clearcut cause
and effect relationsnip--the nroject would rest on a stronger scientific base;
unfortunately one hasg ‘o rely on jrdementg and appraisals rather than formuiae
for deciding that the inpats contemnlated will aliow the federations to in~renen
their income and reach self-sulliciency »n schedule, Wrobably the chief source
of assurance in support of this cr-nclusion ¢omer from succeselul nrior cxnar’r

.

with two other federations dencribed in page 6,
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" Annex A / Page 6 .

Tt ie

The Cooperative Bank is a situation quite different from the {edevntions,
an independent institution and could already he classed as self~aufficient,
is room for improvement and our rationale for rRastating it derives {rom ocur con-
tinuing interes in AID Loan 031 still being dirburaed and because the bank is in-
portant to the cooperative movement 25 a whnle, This Project ie putting “n

about 1/4 man-year of technical assitance and the output expected is improve-
ment in operations as reflected by the output indicators for the Cooperative Dank,

There

. .
The situation with the DAPC Program ia gimilar to that of the Cooperative Bank,
except considerably more technical assistance and budget support ie to ¢o into the
DAPC Program. That these inputs are linked with the output indicators is again
a matter of judgment inglead of demonatrable cause ond effect relationshipn,

Basis for Crop Projections, Table C

The basis for the crop production proicctions can be derlved to nome extent {rorm
yield response to fertilizer taken from recent AQ on-farm trizls, We atingh,
as Annex "B'" some Xerox tables from the lecal YAD Tnformation Dnllefin No, 2
prepared by the FAO Fertilizer Program of Ecuador, VYield data "Rendimiento
kg/ha') are given in kilograre per hectare, A rough conversion ‘o quiniile per
hectare can be made by multiplying by 2 and dividing by 100, Meview of the
yields and yleld response in the major crops, corn, wheat, potatocs and rice,
show yield possibilities well above those projected, Increaging application of
other inputs (herbicides, insecticides, better land preparation and certified
seec) waick are to be provided through federations outlets will also increase pro-
cuc:isa, Thre principal problem of the small farmor up to date is not that he dees
not care (o use these iupuls; but that *hey have not beon availeble when he recds
them and that he lacked credit to purchasa them, Institutionz! improvements
developed through the grant project should result in more readily available (nputs

to the farmers,

The Mission.view is that some of the nrojected ylold increasecs may be overly
optimig ic, not for lack of available inputs 30 much a3 for the overall aheer
difficulty in establishing high annual rates of incrense in yiclds per hectare
where substantial numbers of farmern are involved, We expect to have more
and better yield data in one to two venrn of operations, which may cenfirm or
deny the validity of projections made by the Federatlong, We do not have ruch
data at the present and hence are accepting for the time being the bes. judgments

of the federations,

ases for Projected Income - Cooperative Income ltems

Tnevme pronettana, as ta the cann ol outputse, ars haaed on acroal 1972 exservience

toddatn, Prorect Work lans defarhing the geope of Tncutne peresailng vroged
et A Taney

activity prepared by the tederaiton wih the avddanee of 000 e
and the exnert judament of the latter clvon roaseaahly normal conzitions.
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The followmg bases for cach Project ouoratmml componen* arc keyed to PROP
Table C, Output Indicators: C

1)

n)

n)

FENACOOPARR

(Table C. - 2, new page 6)
Actual 1972 income from marketing output of 1 leased mill,

estimated 1973 income from marketing out of 2 leased mills, .,
eshmated 19745 income {rom marketing output of owned mill wlfh 24
ton capacity, per 8 hr, shift,
Actual 1972 income from sales and p:vojectr'.;.mff._ bagecd on expansion evnected
from participation in National farm supply Program contemplated Herine
ning in 1973,

Estirpated income in 1973 from gervices to member cooperatives inciuding:
education, accounting, ¢xtension and e qal geyrvices 1or land acquisitior,
Income from this source will decresse in 1974-75 by phasing out educc-tion
and ac_countmg services to concentrate on economic projects,

.

The self-sufficiency projections reflect the foregoing income estimates,

Projected credit usc bars:d on tontemplated scope of operations is expectied
to derive from: :

L4

-i) Land Sale Guaranty Loan
ii) Banks - public and private

FJ‘COPAM
(Table C - &, new page 0,
Projected income wxll derive from dpve]opment of a grogram to market
surplus "sierra' products in the coantal areas which was jinitiated on an

experimental basis in late 1972 with favorable results, Also a work plan
and feasibility study are completed for an early 1973 sub-project to organize

- a market central, initially with 18 existing and ultimately including 30 co-

operatives,

One of twou regional farm supply cooperatives planned in 1972 began unerating
in cardy October 1972 and the mecond i axpacted to dpen in Decnmher, Theeo
together with § existing non-aftiiatesd outlats receiving management “och-
nical assigtance (ram the Tederation will he *ncorpm nted inand (ovey the

. T
B
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The followmg bages for cach Project ouoratmn:.\l componont arc keyed to PROP
Table C, Qutput Indicators: C

1)

‘i) Banks - public and private

FENACOOPARR

'Table C. - 2, new page 6)

¢

’ . . Lt '
Actual 1972 income frorn marketing output of 1 leased mill,

estimated 1973 income from marketing out of 2 lcaged mills, .,
eshmated 197455 income from marketiag output of owned mill wl*h 24

ton capacity, per 8 hr, ‘shift, ) .

Actual 1972 income from sales and proirctions bansed on expanaion e¥nected
from participation in National farm supply Program contemplated Hepin.

ning in 1973,

Estimated income in 1973 from services to member cooperatives incivding:
education, accounting, extension and legal services fov land acquisitionr. .
Incéme from this source will decrease in 197475 by phasing out edurition
and accountmg gservices to concentraie on economic projects,

.

The self-sufficiency projections reflect the foregoing income estimates,

Projected credit use based on tontemplated scope of operations ig exprecied
to derive from: |

]

i) Land Sale Guaranty Loan

FECOiDAM
(Ta'b e C . Z, new page b)

Projected income wxll derive from devolopmenr of a grogram to market
surplus "sierra' products in the coastal areas which was jnitiated on an
experimental basis in late 1972 with favorable results, Also a work plan
and feasibility study are completed [or an early 1973 sub- -project to organize

- a market central, initially with 18 existing and ultimately including 30 co-

operatives,

One of twou regional farm supply cooprratives planned in 1972 bepas onerating
in caily October 1972 and the second i8 axpected to dpen in Decenmber, Thee
together with 5 existing non-aflillated outlets receiving manapement ‘och-
nical assistance (rom the Federotion will he incorporated in and fove the
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base for a national farm supply program scheduled to hegin operating in
1973 under agreement exccuted by the three federations Jate in 1972; Thin
operation will sxgmhcantlv increase farm supply sales volume and income
accordingly,

n) The Federation's income from other cooperative scrvices derives.from pro
vision of assistance in accounting, audit, coeperative educatiosn, as well as
farm supply and marketing, -to its affiliated base cooperatives, and also by

‘contractual agreement with independent second-level organizations for their
member cooperatives, : . _ ‘

Income projections are based cn expansiou of these services to A greater
number of both FECOPAM affiliated and non-affiliated coopﬂratives

o) The self-sufficiency percentmjre nrojectiona are considered to he ag rea-
listic as it is poseible to establish in the circwmstances and in relation
with output indicators 1), m), aad n), '

3

Self-Sufficiency Projections - Table C

These estimates are necessarily based an the proiections for income-generativg
activities described in Table C of the PROTP and reflect financinl ammtement dr -
veloped {rom Project Work . ans, Theae Work Plang reprerent the bSeant eub-,
jeciive judgrient of federation manapement and their Advisors, recognizing ‘nat
their implementation is subject to unpredictable factors,

Reduclion in Late Loan Rate - (Table C-4, page 9)

The rate reduction projected by the CLUSA Banking and TFinance Advisor, pre-
sumes Cooperative Bank implementation and follow-up of recommended adminis-
‘trative reforms to improve operating efficiency and reduce loan adminictrotion
costs, This implementation and {follow-up ia currently and will continue 'o be

in 1973 one of the aavisor's principal objectiven,

How will specified inputs result in obtaining outouts of Table C?

Except for some doubts already expsrersed about achlaving the rice yields ar
projected by FENACOOPARPR, we consider the indicators o be reallntic.. We
have already mentioned the difficulty in d~monatrating direct caunan-effect
associations between inputsz into the inatitutions and output indicators which
generally are by-producta of institutional cfficiency, or possible other factors,

It ia not possible to demonstrate the cance -effect relation at this stape, 'z‘f‘:rmgh
w e assume that it exists, The oulput 1 ndicator is only an indicator that some-
thing is transpiring which could rnwroﬁahly but no' necengaril y be associn ol with
improvement in federation opcrations,

.
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To address the question in more specific terms, budget support to the Fedrrations
permits them o employ the peonle they need to premote their programs, conroll
more coopcratives, give the new cooperatives training, improve the services in
cooperalives, generate more income for themeaclves, ctc, The contribution of
CLUSA advisory service as clsewhere rxplained will imoprove the inatitution's
operations, The institutions' nverations, :ndirectly or directly, are then reilected
by changes in such indicaisrs as surgested in Table C,

\

The Federations are currently initiating base line data gathering and'will erobh lish
colleciion and amlysis systems carly in the 72 program yoar, Thege data will
be available in a timely manner for project cvaluation,

FECOPAM first received AID financing in the current 1972 program year, /lthough
FENACOOPARR was lepalized in 1270 a full-time CLUSA Advisor was not mage v
until July, 1972, Hence the delay in organizing these synterrs, Moeanwni'ls,

there was no alternative but to base overatinns on actnal 1971/72 vxparicnce ond

the best estimates of the federations,

A precedent exists in Ecuador involving the Credit Unions nroject initiated under
similar conditione, i,c., hest avanilable rstimates in the absonce of adeaun!»
base line data, which were later developed with AID-Linanced CUNA puidane -
over a period of several years,

D, ASSISTANCE TO COOPERATIVE BANK

A full-time CLUSA -contract Danking and Finance Advisor has heen nro-
vided to the Cooperative Bank beginning in September 1971 and programmed
through December, 1972, Upoxn initiation of the advisory service the
Cooperative Bank enjoyed the dubious honor of being "intervened' by the
National Superintendency of Banka, It was largely through the ‘molemnnta-
tion of the Contract Advisor's Work Plan for the Rank's onerations that the
"intervened" status was lifted in February, 1972 and in the zhort nevind of
six months the COOPBANK was authorized to participate in Central Nank'g
discount operaticns, thus re-cstablishing the Bank!s credit standing and
presiige, ' /

Beginning in January, 1273 this contract Advisor is schedvled o undertake
near full-time advisory services far tha National Federntion ol Arricultural
Produc ivon and Marketing Coonectives (FECORAM), Towever, by

vt vedevacand ine wih COQPDBANK the Advisor will, ana Hoited Cime
Paain, oatinue 20 00 sy on the hnp?v«’nmwtn!{m\ AL T R L SATDLREAR N
tnatiared Gurlng Yo T nveey te e Atan the ‘\?.\{,\‘,‘\/.‘f Choomatny Doy lae e
Office in conunean wird e Cannersepe Meoneh Wil continpe o moer’ s
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Furthermore, with the assistance of CLUSA and USAID/‘Ccuador, coon-

BANK will *seek short-term advisory assistance for livestock and alse .

dairy nroject development through the Volunteer Dcv‘r'npmnﬁt Corpa (V2(C),
- the International Voluntecr xecutive Sexvice Corpa and other sources,

In this connection CLUSA/AID tcgother with COOPBANK will review the |

Bank's future needs,

E. ESTIMATES OF GOE TECHNICAL SUPPORT

¢ Pertinent Project Agreements for 1973 and future years, as in the p?.qt;
are cxeccuted for the GOE by the Minister of Social Welfar» and Labor,
wherein functions the National Cooperatives Dircclorate, thus officially
confirming GOE counterpart participation, This action 4~c5 not neces-
sarily guarantee the cornmitment hencr the projec! reiles to some ex‘ent
on thé President's {requent; public pronouncerients of supvortfor an

expanding cooperative movement, -

The Project Agrcement corresponding to CY-1973 opcrations conterm:'ated
the following COF. and Cooperating Arency contributinns toward Hudpeted
project operations: '

FENACOOPARR

Personnel - Direct Contribution . $18,781

Other Costs=- " " 5,447 - 24,228

National Rice Program

2 half-time technicians (in kind) 4,72

Ministry of Production .o ’ .

1 full-time technician (in kind) . 2,835 7,55¢
© $3),787

FECOPAM

Personnel - Direct Contribution T8 7,5%0 '

Other Costg " "o 3,745 11,335

Apvarian Reform Agency (ITRAQ) 9,560

Yl vefurm egper! ' ’

1 econmntsg

Looupetative evvensionist

Nirnestey of Yoo ion ' oo, nEn

<l fellatime Acrieaite eat Ve ineer . 20000

o

BEGT AVAILABLE COopPY BEGT AVAILABLE GorPY $35, .45

. MR b B hemeniie b e pece ot

L N T IoT T e


http:COPYBE.ST

Annex A / f’agc 11

FECOAC (DAPC.)

Personnel - Direct mefibuh'on $ 3,426
Other Costs " 2,125 _ 5,55
Ministry of Production 19,234 19,234
9 full-time Extensionists
$24, 785
TOTAL - $86,017

bEST AVAILABLE Copw.



Tratamientos \Rendimiento | Incremenio | Valor 4«1 ‘Costo de 108 .Ganancia
¥-F205-%20 kg/ha | xg/ha " ael’ Incremento | fertilizantes | “Meta: v/c
I L Rendimiento | del Reudi- ~"s//ha - §//ha
kg/ha I miento //ha . - '

CHIKGOH;Z0 N., Sill JUAN-S.Y iNDRES (1| demostraciénl) = MAIZ (Mathe) 1969

(,xopen‘ag ut wesdoag

¢ ‘ON uudlg.ucyvwdlojul QyJg woud )

- T 0-0-. 0 1134 - -~ - . — .
2. 45- 0= 0 1814 680 G52 425 .. 527 2,24

.3 | 45-55- 0 2268 1134 15E8 670 918 2,37
4 ] 45-45-22,5 3629 © 2495 > |- 3493 160 L3733 7} 4,60

1a Ganancia Hpta mda alta: 45f45‘22;5 e

" livel de fartiliZzacidn dando A .
acién dando la relacién v lor/Cosjto.m{Lf alta: .45-45-p2%5 -0 .2 .

Nivel de fertii:h

L.*,g:. ‘ 4 : . : : i
CITIBORNZO M, 5 Sil JUAK-SKN ANDRES (1 Hepostracién) ',HAIZ-(HaizL) ©1969 - -
s ) oI ] 4 . . .
T 0~ 0~ 0 " 1360 . L= - -~ - s
2 45~ de -0 1814, 454 . 635 425 210 <1,49
3 . 45-67,5- 0~ . 2948 . 1588 - 2223 . 808 {.1615 | "2,75
A 45-67,5-22,5 4082, 2722 -7 3810 T 906 2904 14,20
..Ri‘vél de fertilika:ién dando l],a‘Ganéncia }-:Ja‘-td mds alta:| 45-67,3-22,5 : )
. Nival, de fertiligacidn dando fla relacidsn Valor/Costo mis alta: 45-—67,?}-22,5' 1
IR S = S e _ I
- . . ) - ] ’ . | P T
CRINBOR/ 40 ., GUAX0 (3 Henmcsiracionds) MAIZ (Mzize) 1969
T 0~ 0~ .0 1367 P - -— - | - -—
2 4= 0= O *4A9T1 l 608 - 346 429 #2Y - 1,99
- - 3 1 3 - ’ . ‘A
3 45-6T7,5~- O 7662 r 3495 4893 570 4223 7,30
4 45-57,5-22,5 8200 | l 4233 rLS 740 5166 7,61
- divel -:_10 Ferfilicac itn dandd _‘113. Car.:ncia f.';_-* 3 FEELD A : 5-37,5-22,5
Tiwel de Fackiloiacida dardo 1a ralicida dnlor,Uont, %9 aliar 45-57.5-22,5
SR SRR I B SR S A S o
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S { iratarientos Rendimiento | Incremento |Valor del Costo de los |Cannncia . 1
Ty 205-¥50 kz/ha kg/ha del Incremento | fertilisauntea Neta - vfe !
) i Fendimiento ldel Rendi- S/ha - §/ha ’.j
B kg/ha- ']niento §/hal i &
U B — — - : .‘
Ciii om0 Moy GUAND (2 gemostiraciones) . NAIZ (Maize) 1969 : . E‘
: e
7. I oo o=~ 0 3738 - —— ' - . o= 4 - R
2 (S~ 0~ 0 6151 2413 3378 . 425 2953 ..t 7,95 -4
3 L5-5- 0 7929 4191 - 5867 670 . -1 5197 . 8,76 ]
4 5-i5-22,5 C691 4953 6934 : .. 760 - 6174 .. . 9,12 1
. s L . 3
;o Ti.2l de fertilikacidn dando Qa Ganancia -¥ita 4g alta: 43-4,-—22 5 ; <
Tivel de f:‘;r‘tili'?acién cando s.a relacidn Vv}lor/Costo mag olta: 4,-«45-”2 5 '1
—eme oo o A . | 1 ‘)
" . . i =
Tine 4. CELILRO (2 geaostmcionee KALZ (Mai"te) 1970 ' 7
. T 7-0-0 499 . — — — - L =B
vo2 45-45-45 - 362 363 508 850 — - 0,60 X
3 SRR N 113¢ 635 889 1695 — 0,81 Ik
4 PRl B 1475 276 1366 1520 - — : 0,90
' Tl e f;ertiliitacién. dando la relacién Vilor/Costo mis alta: 90-90~35 - o
Y D - — _l —_— —— T S N
! -. :
CHTI'ZC -/1n v, s.of TEAR-shy DRES (2 damostr auloneB 'TRIGO (Whpat) 1969 . ;
[}
gy . 0~ 0 £30 - —— - _— _—
2 5= 0= 0 1361 681 1362 145 | . 936 3,20
3 £35-57,5—- 0 2495 1315 3630 3c8 J1.e822 { 4,49
A ©S 57,5~22,5 3629 ;319 5608  }. 406 . 4992 i .51
vel e ferdililacifn l.ndo ‘1 Saroncia M¥ota o5 alin:l A5-£7,5-22,5 H
i de Te-titli zcils 1o ado .-1 ’-;l(\(:ién "/}:Lor/Cu';t-) RS 2 1‘5-6?;?—9?,5 '
- i o ' B I R _ B B
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!;.“’c‘a fratamientos Rendinmiento Incrcmqnfo Valor del Costo de 1bq Cananoia, I '
corT ﬁ-PEO5—K20 xg/ha ki;/ha dasl Incremento fertilizantes | = MNeta. ~° .V/C
R Rendiniento | del Rendi- ¢/ha - "S//ha. '
ke/ha miento ¥/ha R
'IKHLBUJH, iw.RrA (10 demos?raciodes)-' TRIGO - (¥Heat) 1970
n C-0- © 415 -_— — -_— " S -
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s | an00-22,5 1328 923" 911 970 ¢ 941 1,97
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¢ 9duq / g xauuy

alor/Costn mis alta: 45;90707-

CUEURANTR, 2ELInE0 (1 deLfstraciéﬁ) CTRIGO (MHEAT) T 1970 |
- . . - T '
7 0= 0~ 0. ..} 181 col R g— — -~
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L3 49590~ O 1270 - 108G 2178 7. C915. - 777 1263 .| 2,28
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2 . 5. D 0 1039, 202 404 , * 4§25 —
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1 £ 3-50-22,5 1534 COO4AT - 1224 ’ ¢ 1065 89
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