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~~i 1~''.' 'INTRODUCTIO.'-'~
 

The fstdiyng is a itical.evaluation o f the technical aspects 
of the Directed Credit Programi o DC) of the Nation6l Federation of 'redit
and Savings Cooperatives (ECOAC). It does not represent..an oveirai'l'l ~ ' 

tution-building aspects, except where they,may be pertint toth 
 iscus 

sion.
 

The National Federation defines the Directed Credit Program as a 

" 


program
rora
of promotion of production credit through the development of rural agr

tural credit institutions. 
 From this standpoint the DCP has had substantial
 
success in a very short period of time. 
For example, 26 credit unions have
 

either been created or revitalized, local credit union offices have been
opened, managers trained, loans obtained from the Cooperative Bank, savings
 
accumulated and loans made for productive purposes. This development is 
further amplified in Section 1, but it is not analyzed in any detail. 

This study considers that aspect of the Directed Credit Program which
 

!1!x
seeks to provide the small farmer of Ecuador with credit for production
 
purposes on a directed basis. 
The underlying assumptions of this program
 

are 
that a substantial input of outside capital and technical assistance
into a farm will favorably affect farm productivity, internal capital
 
formation and economic growth. 
 In order to critically analyze these basic
 

ti assumptions and the organization and administration which have put
 
program into practice a questionnaire 
was administered to the ma 
 ' o . 
the credit unions (Section II) Another questionnaire was administered
 



tofthree different groupo III)armersi farmers wh have 

p.articipated in the Directed Credit Progra..farmers ho haei sedsrgu .ar.. 

t:!!i>:,
o agricultural,extensionists who have given the famr 
te, n l sss .

i'i:!:! 'iin South America-who plan to begin_ or 'who have,already :.
'NjtCreditProgram to capitalize on the erlperiene :begun Directed
': aa " '"'::,:...
fs pind pamroe under

taken by USAID/FECOAC/CUNA International.It is(S alsoniroped thtthis study '.Manync
c intituin).. 

::
till stimulate discussion among the various 
 tecies in Ecuad 
 whih a
 

t olin pehateo this study:ilDakeMoity
osibl foCtountriesr

involved in its development and committed to its ultimate success. 
 .-


May
Ditaken USAI/FEOACCNntiuiosand individualsAditcollaboratedUalsohopedin varioustAlthisoudparts ofthe--,byrec Icnnaionl isr 

Tony Schumacher 
CUNA Assistant Country Director; Carlos Flores 
Director
 
of the Directed Credit Department of FECOAC; Lewis Townsend, CLUSA ct d
 
aills late Cuooperativeo 
 Bank of Ecuadors Albertos 
 , St '!dnResearch
r
 

:i In stitute ; Peace .Corps Volunteers Tony Ma US 
 ..... ......... ......
TconymcSchuahertCatoiAssrisaCuty Direcito;, B obCn..B r.. wharioFosn Diraetr. ............. ......
 

of the Dircte credit DeatennfionCsL.sTonedCUA rga
Li o in it...
 and Chuck Gassert; Jorge T ulcanaza JasperSs.ao and
 
MRafael the interviewing c atteam;
Benalczar n an 
 in varios patsofthe
Zuekas Ecnomi 

d o alion phasedftth D 


Diretor Claenc Adiso forUSAD/Ecado; f ons
 
C Dirctra
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This secdt'ion attempts to present the statedpoionfth'Nin 

Federation of Credit Unionslon the'development andoperation of, the Directed~
 
PSCredit 
Program since its inception. The information contaiined herein has;. 

bee ub6 tantially.-derived -from-various. records-of -the--Nationa- Federation 
quarterly reports, the-reports to -the annual assemblies of 2FECOAC (Federa
cion Nacional de Cooperatia's de Ahorro y Crdito del Ec
 

Plan of .'Activities 
for 1969 of the Directed Credit Department, auditor
 

reports, the monthly financial statements from individual credit unions,
 

nUNA/AID Task Order Reports and various studies, such as the Jukes Report
 

and the Stanford Research Institute study. In addition, it is supported
 

by extensive conversations with the CUNA Country Director, the CUNA Assistant-


Country Director and the Director of the Directed Credit Department.
 

I. ABrief History''
 

The lack of available credit sources for the middi, and lower incomez
 

* farmers of the society has'been one 
of the most serious drawbacks to the
 

agricultural development of Ecuador. 
In the early years of this decade
 

credit was extremely scarce in rural areas. 
Data from the Central Bank's
 

monthly Boletines show that bank credit to agriculture in the period 1960
 

1964i averaged only S/4i17.1 million, or Just 9.3% of the total volume of credit ' 

granted by the banking system. When one takes into account that banks 

normally only loan to upper middle class large fa~rmers, the credit situation 

L. for small farmers was indeed critical.' Furthermore, the credit unions at "5!
 
Ak7
 

this time were not reaching a substantial number of low income farmers. 
 :~V 

"Although about 50 percent of 'all credit unions at that 4 -tmewere 'ru'l hy 

I"_' _*
 
44 )'~ 

4 ''.'.'A:A 



only suppliedone thirdof membership and one fifth tie, it1.th 

IIn Nosvember of 1963 ,a wittnpagreement Was signed between AID Ed.UNA 

n ___o-nced* ithT tthefi mprovemaions of credit unions. Shoritly thereaftr James W, Jukes-.. 
of the Kansas Credit Union conducted a study to determin eaasib..it of.

vbeginning a program of ihort-term credit for small. farmers hr w outsideiere 


. the reach of agricultural or development 
banks. The report recommended the 

beginning of a pilot project in 
a rural credit union with tht 
 intended
 

S. "purpose of extendingoupervised credit to smnll farmers for the improvement
 

of agricultural. production, 
In 1965 the pilot project was begun in the credit union Santa Teresita
 

in the northern province of Carchi in the Andes Mountains. At the time the
 
project was 
initiated the credit union had been suffering a sustained period
 
of stagnation with only 125 members and $1800 dollars in assets. 
 Within one
 
year after receiving the assistance from the CUNA technician, the Credit
 

Union Federation and the Cooperative Bank of Ecuador, the credit union
 

expanded to 332 members and had assets of $20,000 dollars. 
As a result of 
this success in institution-building,,plans Twere formulated to expand the
 
program to another six credit unions by June 
 i30.1966 and to lay the groundwork 

for another four by September 30, 1966.
 

From October. 1965 to October., 1966 an extensive t ...........
 

carried.- out with .. the•. Ecuadorian. national who was eventually to 

.. . . . a.o ~ h ::.e-- e II- - ... take.' 5 F ? r the.S... 

1, Albert Post, CaseStudyof Crediti Unionof
 
of theStanford 
Research Institute study of!UID..
: ! %•.,,..S: ; :' g . 1 69 

FN iu n 

E r ---: #. 



or tration of the DP f r hiountep- partthe i h an Thi 

Was also period ofintegrating the Directed Credit Program (-DCPinto the 

total operations of tho National 'Federation, 

NoThso 195 evelopmfient planswere projectedover-ta our year period i 

because it was estimated that it would no1t be until 1969 9'othat the -

National Federation of Credit Unions wouJd be in a position to operate the 

program itslf. It was decided that in order to create the system and to 

place it into operation, a minimum of 10 credit unions had to be added to the 

program each year The chart below indicated the four-yeor projected figures
 

for the DCP2 

NoT. of Borrowed 

Year Coops Members Savings. Capital Loans 

1965-66 7 3,500 1,750,000 1 750,0O00_ 3.000:000 
1966-67 
1.967- 65 
-L96R-69 

17 
27 
37 

8.500 
13,500 
16;500 

4,250,000 
6,750,000o 
9,250:00 

4.,250-000~ 80004000 
6750,000 .0000 
9,250,000 18000 000 

Note: The above figures are accumulative from year to year and are expressed 
inEcuadorian sucres The official exchange rate is18 sucres to -thc dollar
 
The free-market rate is currently about 21 sucres to the dollar
 

A Directed Credit Department was opened in the National Federation's 

Offices in 1967 in order to coordinate the program and give technical advice 

on loans made to the individual credit unions At the present time~ the staff' 

consists of a director. four promoters and two agronomists from the Etension 

Service of the Ministry of' Agriculture who work exclusively with eight flOP
 

credit unions giving technical. assistance. All of the employees.work in
 

2. "Directed Production Credit Program'In Ecuador "~CUNA/AID Task Order 
No.,8 Report. 1965, 



21 2~ 

r~omoing anid indeveloping p'ograms with credit Luiions that are iiiterested
 

and 'have me'mbes who can benefit. In addition,. the Dopatnient has oi'ganize
 

rogionai and notional seminars for credit union 'laes2 4
 uring 1968,Asxte 

-uhcor~were -held-in - vrious-parts:of: Ecuador.--zInterested- credit- unions-.-Y 

are 
also assisted by the Directed Credit Department in developing local

membership education aind training programs. 
 It appears that the Most~ Succss

f'ul. of these provide specific days of the week for practical demonstrations 
 ' 

and -technical courses which are usually given by, local agricultural exten
sionists from the Ministry of Agriculture and by veterinarians.
 

At the time of the establishment of the Cooperative Bank of Ecuado~
 
the Directed Credit Program began a sustained period of development. The
 

Bank itself was started with a capital of 1.5 miillion sucres (US$71,5oo).
 

which was augmented by a USAID loan of US$1.2 million in Ferar,1
 

Today USAID loans represent about 80% of the assets of the Cooperative Bank.
 

By the end of 1968 the Bank had 20 million sucres (US$950,000) in loans 

outstanding. Aprroximately 90% oif 
these lcans were made to credit unions 

of the National Federation and about 30% of these loans were earmarket 

spccially~for the Directed Credit Program. 
3" 

Peace Corps Volunteers have worked with the National Federation since
 

1964Jand have been instrumental in the rapid growth of credit unions and in 
' 

the'establishment of'viable institutions. 
 They have laid the,4basic ground
work so that some credit unions may eventually be able to-adopt thejdirecedi' p 

11 

31 Pot P 



haovse -ao traiin
credit systemOthe various roleA theyd :usm.ied 'are 


de ors, gas accorunt auditors, pronr s, -tpublic t 

me and rai of loal per S oao Lwh oversill of thefucat2.Dcexnseol 

bProbably
themost important reson forthe successof, the Dir,.c 

SCredit Program is the amount of money that has been spent on it As of 

D ecember31 1968, USAID has made granits totalling US$l2o5deoO whichcover , 

the administrativ~e expenses ofteDP n h cost of'thCUM thnicias 

This figure may be somewhat misleading because the CUNA techniciansped 

a great deal of their time supervising other functions of the National 

Federation. On the other hand, the figure does not include the amount spent
 

on educational material for the program which is included in the Education
 

Department's budget. In addition, UJS$650,000 of the USAID loan~to the
 
Cooperative Bank has been used exclusively for the flOP.
 

II. 'TheDirected Credit Program
 

A. Supervised Credit vs. Directed Credit. Supervision of and traiii;Lig
 

in the use of agricultural production credit have always been considered
 

necessary because of the low educational and econiomic, level of the rural
 

farmer and his lack of excperience inproduction marketing and'modern-methods
 

4of farming, The question has always been what type of system would'belst 

provide, at a minimum cost, both the necessary 'technical7 educ'ation -and 

supervision? The National Federation rejected traditional "supervised" 

credit since itwould have required a large staff to assist the7 farmer4 in J 

ma] ing a total cost 1of production analysis' of his farming operation and' 
,duc'i'7 (wou6ild have also involved intensive supervision. Such anr approcach would..have 

'I~0 , A .4 V~4 t 
i477i4 -- 4__
 



been 'extremely expensive and, therefore, would- have: re-ached a l imi'ted numbner 

of friers. Inistead a~much asimpler system "of "di'rected' credi 'was seletd 

-Itplaces primary emiphasis-on demonsrations adgo dctinl or 
a~ ~ of nsrieduainlcg'he re~ gadn u 

Sfor'2the farmnir along with the azmin sft1if~ the local creditoevc~ 


~&'unio thopoint-where-,the-farmers-shoculdbe-,able--tob - prys.hesle
 
_W1aa4 4a~ . 

>a.with some assistance from" the cre~dit union. 

~Y~a~-a~a<fa .~Past'Growth and Future-Exbpnsion. InflaoU andoe half yaste V
 
~44aiCeit Program has had substantial growth.' In the first fJ
 

of operation 7 credit unions participated in the flOP., Dluring 1967., an 

additional 15 credit unions adopted the system and in 1968, 12 morea were added. 

Then in 1965, eight credit unions were dropped from th'porm nmsau 


cases to the low percentage of directed credit loans outstanding. Thus, as- 

of August, 1969 -there was a total of 26 credit unions with an ettiinateda4a 

a  membership of 9,691. This meant that the flOP was functioning ain approximatel y 

11% of the 220 credit unions of the National Federation and affected aboutj~ 

25% of its total membership. To visualize this rapid growth of the DCP,* the 

a - following chrArt indicates the total increases inmembership, savings and 


loans from June, 1967 to June, 1969: 

\June/67 aJune/68 Increases Percentages 

Membership 5.180 8.165 2.985 60% 
Savings 5'033.236 lo,391.691 5'658.455 l16% 
*Lans7'3B7.256 a17'195-932 9,'808.6,76 a13 

Memersip June/68 June/69 Increases ~ Percentages.ai -

Mebrhp8,165: a9.691 4 1.526 19%, 
SSavings lo'89L.69l1 15',317.490 -

-aa 

41425.j-99 41i% _ i. 
SLoans 
 171195-932 22!148.610 ~942.2673 ~ 8 



4, , 

4
f I4'4T4noe:,There has4 been a 79po increase in miembership, 157% increase in say ngs-. 

and 161lincrease in 1 ans over the two e peid.
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The Diredted Credit 'Deprtment has been workig'adoepn h 

Y'; DCflP byarn additional 10O to 1.2 credi.t uions by' December of 19'69 ,(s'ee :pa-ge2i' 

for a comiplete ~list' of'these credit unions and their estima'ted inc r e-aes in, 

membership, sayirtgs and 'loan~s). Thle following char~t from 'th ;Directed Credi 

~> Department's Annual Plan of' Activities ~for'1969 shows the projected 'accunul'a

tivencrases ofthe entire DOP (including the abovle-mentiond additions) 

for the year ending December . 1969: 

Actual Projected Estimated 
Situation In Increases Amount of 

Dec/68 by Dec/69 ~ increase< Percentahge' 

Credit Unions 26 	 36 '10 38%~ 
Membership 	 9.125 13.000 -3.875 411 

Savings 131300-000 201000.000 	 50%'6'700-000 

Tentative plans have already been formulated for the following year, 

1970. They call for further expansion of' the flOP by 10 to 12 more credit 

unions by end of that year. (See page 20 for this tentative list of credit
 

unions.) 

C. Promotion. The work of' the Directed Credit Department begins with
 

a feasibility study of' a credit union end its community whichus l inlue 

an evaluation of the major crops in the area, the' size of the agiculturali~~ 

~community which would benefit from this type of credit, availability of~, 

leadership and management in the local credit1 union and the credit require

ments 	of the average small farmiin the area.*~ 

After it has be'en determtined that1 acredit union has; he po tential"f or 

DCoeof 	the fou rootrs of~the Direct d Credit.prte reae 



- -- --

a	p)an fr the approva of the credit union nd' if 'accepe he eg 

t3-o-&-month' taining program o' the credit union management.and drec ors,s 

;Pr~ojections re made~ calcultiLng the aount of~ capita'tbenvstdn h7,: 

~project, the amount that will haveto beoodrmth opeai 

Sthe num~ber of new members to be obtoined. the amount of capia1 to 6e, ra ised 
by th{e members,. the number of members1,1o be. involved in the project and the 

amount of,~ land to be cliaeuner the program. ;,hen it exists in the 

community, contact is also mdwith the "Exitens16n Agricola" (the Extension 

Service of the Ministry of Agriculture) to insure its~cooperation in. making 

specific calculations involving the costs of plantinig, the specific ipt 

the farmer is going to need;, the amount he should invest in each hectara 

(2Ak7 acres) and the approximate amount he should harvest. 

Equally important to the promoters' work is increasing the number if 

members and amount of savings, This intensive effort at mobilizing the 

resources of a community is undertaken for a number of reasons. First, th g 

development of a sound financial institution is essential before starting
 

any agricultural credit program, such as the flOP. Second, the credit ,union
 

must be quickly capitalized so that itcan obtain the necessaryfnsfo 

the Cooperative Bank. Otherwise, there would not be enough capitalito give 

a substantial number of credit union members lreeog on omk h 
-	 project worthwhile.' The following exml frmtecei no at'aOt 

illustrates thi-s problem: 

The "capital' in2 the~credit union' at the -comme a
mient of the pogrami~ amiounted ao S138,Oboa cres 

r~membership Ytotajjled l175 out of -Which,5 r a 



10~ 

On the basis of an average loon-of S/M., ucres--per; 
farmer and considering that 50%por 500pfarmers in'the ':'"v
nareawould utilize this credit-service in aperiodofi 

one to two years, it appeared evident that-a capital ~-
of 012,000,00 sucres would be necessary. The Cooper-,

ative Bank of Ecuador's oaning policy permits acredit '' 

un.on mtoubr hip to 3timesm itssharecapital n i 
this case with capital of S/38- 000 sucres the credit 
union using its borrowing powers to capacity, would not I 
equal s/200,000 sucres or a bare 10 of the capital 

necessary. In view of the above, the following chal-4
lenges were placed before the credit union and its 
members. 

1. That they would increase the 
membership to.500 members. 

2. That they would increas e the 
S 	 .- oshare capital of the credit
 

union to 3/2550,000 sucres or
 
an average of 500 sucres per

member.
 

An increase in share capital to Sf250,000 sucresmebrsh would abe ecoicnthe-credit union tot borrow up to 
sucres from the Cooperative Bank, thus giving it total 
operating capital of one million sucres to com ence, 

Shfinsuring service to a large number of members. 
. , wioulfl-i e naeet t. itaehaS/750,000trnt : 

The third reason for promoting the accumulation of local capital and increased 

membership is that the economics of operating a self-sustaining credit union 

with full-time management, office equipment,, rent, etc. dictate that a 

minimum of 1%(S/10.000 sucres in the above example) of the membership's 

r ,'share capital be used to pay the operating expenses of the credit union for 
th. first twu years.,during which time the members will not be able to receive 

dividend payments. The importance of having a paid manager cannot be over

stated because the operating of a credit union which has a DCP is a very 

1.Percy Avram, AReport On The Development Of A Pilot ProjectI
'Directed Agricultural Production Credit Through the-ITSanta Teresita Ltda." 9

.,'Credit Union, (Ecuador, l96 ,p. 1-. .. ..
 



~t7 

$~l~3enig n~ ie-'consuming proposition which2 definitely' requires a 

full-time employee. As one of the CUNA/AID Task Order~Reports stated: 

Experience in the program has shown ht it is 

necessary to have a full-time manager in the credit , 
union..bef orethe. program- can-be. -carried out,_.Arespp-

" 

ably good manager brings to a credit union addi )onail.,7 .' ,, 

members and a sharp increase in the volume of business.
 

This produces the capacity for the credit union to pay 
the manager.. . 5rfor 

By placing promotion first on the list of priorities, the Directed 

Credit Department, in line with its emphasis on institution-building, has 

also been able to revitalize dormant credit unions. The impact of the 

promotional campaign, the change in emphasis from consumer to production 

loans and the promise of ].arge loans plus technical assistance appear to 

have given these credit unions new cause to exist. One can readily see 

how impressive the results are by studying an example. The credit union 

Daule, for instance, had been functioning for three years prior to its 

entrance into the DCP with only 67 members and '1-0,000 sucres in savings. 

Furthermore, its outstanding loans were not being paid back. Within 12 , 

months after the initiation of the DCP the number of members had jumped to 

375. savings to S/304,000 sucres and bad debts on loans outstanding amounted 

to no more than 4% of the total. The credit union had also received a loan 

of S/ O00 sucres from the Cooperative Bar. This phenomenon is further 

illustrated by graphs of 3 other credit unions of the DCP on page 19, 

5. Kenneth J. Marin, J. Orrin Shipe, William C.. Smith, Leonard B..West 

"Credit Union Team Report," CUNA/AID Program)Task Order No. 16, (washington, 
1965), p. 21-22.
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%D<. Thei General~Structure of' the DOP, The Dir~ected Credit Program 
as OriginajllY outlined, rdequired careful planning b~y the farmer1 and the 

!!7 :¢ ,credit union. couple4 . .. with th> . .3 L agricultural assistance. In reality 
-however, there is a great deal of variation among the participating credits
 

-dpnig-n-te a~iy_6 -i cre i onj the locala2'dricula
 

tural situation. the capabilities of the manager, the availability of 
technical help and capital and the attitude of the farmer towards adopting
 

new methods of farming. What exist, as 
a result, is a program which is 
operating on three distinct levels: 1) production credit plus technical
 

assistance; 2) production credit plus only partial technical assistance,
 

and 3) production credit only. 
Thus the DCP often consists of only an
 

orientation tcwards the 
use 
of credit for agricultural purposes, rather
 

than the initially envisioned in-depth planning and technical assistance.*
 

This development is not considered critical because it is felt that some
4 

farmers know how to increase their yields, but up to now have lacked the 

credit with which to purchase such products as chemical fertilizer, selected 

seed and fungicides, As evidence of this, the Directed Credit Department 

points to the 
success it has had in the credit union Guaranda, in spite of
 

the fact that there has been almost no farmer-credit union planning. little
 

technical assistance and a minimal amount of education,
 

The present CUNA Country Director endorses the way the program has 
. . 

developed over the years; as outlined above, and does not feel that the 

*For a complete list of the credit unions which have a good system of directed
credit and those which do 
" , : . . . -

not, see page 22 i4.. .- t : ' " - + .
" " :," -4 . . , 1 " - , } ; , * 

,'7:{ 7.:7 :::::.i: -d,-
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primary emphasis andpri r h n Pal '06 ons e comudeed ggoadnwbeacmpee a .opera
fu]. ea
 

DiretedCredit Program. • i
This,. he, says, Will develop with time H fee).s2'4 

thtthe objective of the DCP'has been and should continue to be "to o Iet j 
the lending resources of the credit union in rural. ar as.'t jas o
 
agricultural purposes' 6 
 and away from consumer loans. Judged' from' this 
point of view the program has achieved impressive results as evidenced in
 
the following chart of the consumer-production loan profile of 12 credit
 

unions (nine rural and three semirural) of the DC-:7
 

No, of Loans Amount 
 of Total
 
Agricultural 
 2.057 
 6'591.995 
 64 .. "6Commercial 
 727 
 2'661.642
Consumer 26%
1.441 
 i'0i.491095
 

4.225 
 10'295-132 
 100%
 
Note: 90% of the above loans are for productive purposes (agricultural
and commercial), 
 Some of the commercial loans, however, are for familyassistance which may not be true productive loans in the short-term. Forfurther verification of these figures see pages 31 and 38. 

The DCP, as a program of orientation towards the use 
of credit for
 

production purposes, has had, according to the Directed Credit Department,
 

substantial results which are 
in line with what had been anticipated from it.
 

For example, a large number of farmers have recently changed to modern methods
 

of farming and, for the first time, are using chemical fertilizer, selected
 

6. Dan Moriarty, "CUNA(AID Task Order No. 5 Report CoveringFrom August30, 1963 to October 31, 1967' (Submitted by the Latin American Regional *Office of CUNA International, Inc., Panama, 1967).
 
7. Carlos Flores,: "Annual Report of the Work,Ofthe Directed CreditDepartment," VI Asamblea Anual FECOACde (Ambato, 1969) 

e4 
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aeed)fungicides and insecticides. Although these might seem:to be 

bcorsginningstheNatinal Federation points utstha thp farmers ,,-I.' 

i4are changing their old patterns ,of thinkingeand overcoming customsade 

traditions which are centuries old. In addition the effectof',the program 

7i"reatr tan the actal numberofparticipantsbe e of, a spillover 

of the DP to those farmers who use only regular agricultural credit. By 

attempting to emulate the methods used by those in the DP or by attending 

courses or demonstrations, some of the farmers who are, outside the program 

have also changed to never farming techniques. The actual number and extent -

of this phenomenon is not known, but it is felt to be substantial. 

The loose structure of theNlP, the considerable amount of control -

given the local credit union and the great variations in the level of i--

operations among the participating credit unions have all helped shaper- -

the flOP into a program of orientation towards the use of credit for agri-

cultural purposes. These same factors have also caused a blurring of the 

differences between a directed agricultural credit loan andn regular 

agricultural credit loan. The National Federation has not been critical. 

of this development, but rather views itas further evidence of the proposi

tion that the effectiveness of the flOP goes far beyond its actual numbers. 

E. Technical Assistance. The Directed Credit Department knows that . 

simply lending money to a farmer will not necessarily increase productivity, 

that only a loan accompanied by an educational system of improved production 

techniques will enable the farmer to make the best'possible use of the fnds.~ 

The Jukes Report established the basic guidelinesi which the 'Depairtment has ' 
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b>~eeniattempting to corry -out:*- ~
 

r ueIf the, members are, not, trained in' the proper. 
s fcredit
thenproductioncredit is not feasi

ble.,. 'If< editis extenided 'with accompanying 
instructions inits proper use, the, returnsc 
manifold. Individual-lytraining thearer in_____ 

1.7- i+++" 
 improved'farming,techni4ue s bg&ti+ge ,cc wouild
n 

... the ideal method. This, however, is not practical
mbe 


or feasible. The only practical methodis 
 ,to-obtain 

the service of the Extension Service and the INIAP 

.+,
 

to conduct group meetings in improved farming tech
niques and accepting the applications only from those
 
farmers who are willing to improve their methods...
 

As of December 
1968, 13 out of the 26 credit unions in the flOP received
 

technical assistance (for a complete list see page 21) from the Extension
 

Service of the Ministry of Agriculture or some other public or private
 

extension service. 
One of the primary efforts in 1969 has been to extend
 

to the other 13 credit unions 
some type of system of technical agricultural
 

training.
 

Th responsibility of arranging technical assistance with the various
 

extension services rests almost entirely with the manager of the local
 

credit union. This procedure has not resulted in the securing of:enough
 

trained personnel primarily because the Extension Service of the Ministry
 

of Agriculture is understaffed, lacks means of transportation and is too
 

bureacratic. As 
a result, the Directed Credit Depnrtment acquired the
 

services of two agronomists in August, 1969, to work exclusively with those
T 

credit unions in the DCP which 
are located in the provinces of Carchi-and
 

Los Rios. This was accomplished by an agreement with the Ministry of~
 

James
W. Jukes The Jukes Re ort6 Prduction Credit'Needs InEcuador, (Ecuador 1963 attachmenty,.
++ ++
_______+_+++++ :D attachent+&Jp 

-MA J.I_- "aw' 



" Agriculture, 'which has loanede t wo men and cont.nues' to pay he r sa

riteowhile the National Federation of Credit Unions epays all oather expene. 

F. iSupervision andhOperation of thefaP. The responsibility for
 
c 
 i o andyoperating the Directed Credit PrAsgramie s,tosupervisilg 
 i,.primnryj wi t 
the ager of the local credit union, 
 He isthe one whothss to mk 
good loans and help the farmers with their farming problems. First, the
 

manaer oout a
mst plan of' investment with the farmer. This usuall 

involves estimating the amount of credit required, the length of thc loan
 
analysis of how the funds are to be used and a study ofithe financial
 
situation of the farmer, 
 Second, the manager must mace an inspection of
 
the farm in order to verify the data the farmer has given him. 
 Some credit
 
unions have been able to develop the financial resources to hire an "Inspecftor del Campo" or field inspector who can relieve the manager of this time

.consuming work. Third, the manager must give his recoru.endations to theJ4
 
credit commiittee on the advisability of granting the loan. 
 Assuming that
 
the credit. committee grants the loan, the next task for the manager is 
to
 
educate the participating member about the services of the credit union, 

the system of cooperativism and methods of modern agriculture. 

' 

Finally,
 
hie or the "Inspector del Campo" must make periodic visits to the farm to
 
supervise the use of the credit.
 

Since some managers hove not beer, able 
 to fulfill all the above-men-
a 1' 

tioned tasks, the National Federation turned to Peace Corps/Icuador,. whiich
 
had already provided about 100 Volunteers in the areaof credit union

development over 
the past five years. In September of 1968 12Vlner 

a-a-.--
 a_
 



~were trainedandbruh to Ecuiador 'to work as field 8-~en i inifr 

aodministration and as supervisor~s of directed credit loans. 
 heyr.
 
assigned toJ12 credit unionls 
 throughout Ecuador to work3 directly with
 
the farmjers in farm administration. I lesta-'~ 
ohwvr o
 
onie of the 2.2 Volunteers remained in the 
CP, though:.twolor three of them 
continue to work with their assigned credit union in some other capacity. ~ 
The reasons for this apparent failure, coming after a number of years of 
extremely constructive Peace Corps Volunteer support, seem to lie in the 

fact that the Volunteers lacked adequate agricultural bickgrounds to
 
successfully advise and supervise 
the farmers in the use of their credit.:
 

GG, "Morosidad" or Loan Delinquency. The failure of farmers to repay. 

their loans has not been a problem. Experience has shown that credit
 

union members receiving productive loans have a much better repayment
 

record than those receiving consumer loans. 
 Statistics of the Directed 
Credit Department indicate that, as of December, 1968, there were only two 
credit unions (Buena Esperanza and Calceta) that had loan delinquencies of 
more than 10%. The overall average among the 26 credit unions was approxi
mately 5%. Such low rates are absolutely essential, if the DCP is to succeed', 
because the Cooperative Bank will not make a loan to an open credit union
 

whose loan delinquency exceeds 10% of its outstanding loans.
 

*The 12 credit unions to which the Peace CeorpsV terwe ssignedwere
 

Vinces, Tosagu, Daule, Santa Rosa, SantaTeresita, 233deJuli 
 'PedroMonca
 
ui, Escuelas.Radiofnicap, Guaranda and Sn
yo, )Lyca -~i d or.u l 



.... City "o ns'? Cons euentl .!i.........................vMembersvs.Rura1.Members .h Histraser: bdene frit 

'"on between the rode a u al members and thle citymembers of ce-r a i _" 

credit unions. 

~cKT~CreditProgram 

Consequently, 

could aggr avae 

theree 

thsslti 

is thae 

~ 

reit re t te Dire 

r ban' 

t e 

credit unions.' The rationale behindthis is that-the city membrs tend 

to participate more in the daily operations and activities :fthe, rcredit 

union, but receive fewer benefits than the ruraltmembers.o One such benefit 

:::: . thttheDCP as no beena d is sl in snceir uraieaors u:rs-: -' 

is that the Cooperative Bank loans the local credit union largeamounts of 

money which are loaned exclusively to the farmers in the DCPat a consider

ably higher loan-to-savings ratio (usually 8 times the farmer's savings) 

,:: 

than those funds which are made available to city me:bers (usually 3 times 

the member's savings). Another benefit is that the farmers receive free 

-.technical assistance, while the other members do not. It is felt, however, 

that the DOP has not been a divisive influence for four reasons. First 

as a result of the DOP's promotion calmpaign, the credit union's total 

savings have substantially increased. 

available for use by the city members. 

This means that there is more money 

Second, the large loans from the. 

Sof 

--

Cooperative Bank for farmer use permit the savings of the credit union to 

be used almost exclusively by the city members. Otherwise, a larger portion 

of these funds would have been loaned to members of the farming community. 

Third, there is a growing feeling amiong the city members that they are 

furthering the development of their commrunity by helping raise the standard 

living of the farmers. Fourth),a m~uch stronger and sounder savings and 

loan institution isbeing created for the benefit of all embers.

1 A 

*Tesxubnoine creditl 

-Dibnhoyb-Sant Rosaa adahla. 

-

union 

_ 

: 234 ;Jiua ie 

EM 

e 



> 

GROWTH~ OF CREDIT UNIONS INTHE',,tP, 
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GROWTH PROJECTIONS rFOR 96 
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TI bidn'.S r c Credi Union 
TucnSanta 
 aToresita Juii: And'd 

San Gabriel 
 San'Gabriel Sa re 

DI Guoyllabamba 
.~Guayl'labanbaORED 1JIoN THi RECEIVE :7O.~ S8AIO74
 

Ambato John F Kennedy ~ Huachi 

Vurad Guaranda Guaranda 
.C•.... . .. .. . San PedroGuno:ar o Tu ,C n ." 

Son Jose' 
 Chimbo 
La Magdal~ena La Ma1gdalena 
 A 

Riobamba Escuela Radiofo'nica. Riaomba 
Babahoyo Babohoyo Babahoyo 

CREDITUNIONS THAT DO)
NOTRECEIVE TECHNICALASSISTANCE
 

Tulca'n 
 San Pedro Huaca
 
Cnyambe 
 23 de Julio 
 Cayamb


Pedro Moncayo 
 Caybch
 
Buenn Esperanza 
 La Esperanza
 

CRiobamba 
 Pallatangn 
 Pallatanga 
 C 

Portoviejo 
 Bahia 
 Bahfa
 
Tosagua 
 Tosagua

Calceta calceta 
 CCCC 

CBabahoyo 
 Vinces 
 Vinces ~ ~ C CV 

Catarama Ctim
 
Guayaquil Daule DoC-e
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SSITU7LAT ION TOANAR 19 9,2 

CRDIoR IObq WITH~GOOD SYSTEMS OF'DIRECTED-CREDIT 

Credit Union Placet % Province, 

'~Carchi, 'Tufl6Wn ThchJ 
2 Sa~nta Teresita Julio Andmd 

.323 de;Julio Cayambe Pcica~~ 

~v~ 1~Yeruquf :YaruqufiU~ 
5. J F Ke nnedy LaMadalen Bol,vr
6. GuarandaGurad 
7. Son M4iguel San MiguelCh m1,oIaz
8. Esc, Radiof'nicas RiobambaCibrz 1 

9. PJ~laangaPallatango
 
1..Daule Doule Gaa
 
11. IRU Cataramen LosRlos
 
12 Calceta Calceta
 
13. Santa Rosa Snntt Rose El Oro 

CREDIT U1NIONS THAT Do NOT HAVE GOOD SYSTEMS OF DIRECTED -

CREDIT OR HAVE SLOW DEVELOPMENT 

I.,San Gabri*el -San Gabriel Carchi 
2. Son Pedro de H,.aca IHuaca 
3. Guayllabamba Guiayabamba Pichincha
 

~4. La Buena Esperanza La Esperanza
 
'45. Pedro Moncayo Tabacundo 

6. San Pedro de Guanujo Gunuj Boivar
 
7 San Jos6 de Chimbo Chimbo I
 

8. La Magdalena La Magdalena 
Manabi
9 Bahia Bahfa 

10. Tosaguo Tosagua
 
11, Babahoyo Babahoyo Los Rios
 
12. Vinces Vinces
 

MoronaS+ ~13 Suctua WS Sucua 

CREITUNON HA 1ASINCLUDED IN THE STATISTICS BUT'DID NOT '2 
HAVE DIRECTED CREDIT 
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2. • 
 The survey of May, 1969, was i.mdertaken because -the National Federa

" ~'tion lacked any statistical information concerning the actual nmber of ' " 
 "
 :
 

members in each credit union who were or had been participants in the DCP
 

and the actual number of members who were using regular agricultural credit. 
 >i.
 

Such information was necessary so that a determination could be made of ' '
 
what constituted an adequate sampling of these two groups of farmers for
 

,,
;. a future comparative study (see Section III). 
 Also., because of budgetary

and time limitations of the proposed comparative study, it was necessary


/A
t know which farmers were not worth interviewing because the credit
 

union they belonged to did not have a functioning WDP or technicl 
 ..
 

.... assistance or clearly defirfnble groups.
 "... 

s The five students intvgei trs 
 of 2 out of the 26 c i 

esurvyons
which were listed by the National Federationas being in the Directed
 

.!,-.Credit-Program. Because 
some of the information which was collected was''::
 
too inconsistent, eight managers or almost one third of the total were later
 

,',':,V: ' . -. erv
rein iewed' In spite of this effort at obtaining precise and reliable !'il 

me 
Manager of the credit union Sucua was not interviewed beause the ]redi
Sfuurn is accessible only plane 
 and because it did not havea fuctionig
 
andC tr 

it was necessary 



-25
infobrmation, much of' the data still is not very accurate. Part ofth 
problem was that the interviewers did not take the necessary time, contrary<'
to their. instructions, to count and examine each,loan application.' Instead, 
they reliejd~it uc estimates made by the managers of the local credit 

unions. 

Part "II" below contains the information from the records of the
 
Cooperative Bank of Ecundor. 
In accordance with the banking laws of Ecuador,
 

neither the name nor identity of any member credit union or individual
 

"socio" (member) is revealed 
 The actual records, from which this summary
 

was made, are on file in the classified documents section of USAID/Ecuador
 

and may be seen only by those persons who have the proper clearance. This
 
should not be viewed as dimintshing the validity or authenticity of the
 

information stated herein.
 

I. Results From the Survey of May 1969
 

A. 
Credit Unions Without A Functioning DCP. 
 Seven credit unions report
ed that they did not have a Directed Credit Program. They were John F.
 
Kennedy, San Jose de Chimbo, La Magdalena, Esc.Radiof6nica, Tosague,
 

Suc**a and Daule. 
 While the recordslof the National Federation show that
 
there are 26 credit unions participating in the DXCP, the above information
 

would seem to indicate that there are no more than 19 in all. 
The reason
 

for this difference probably lies in the manner in which the National
 

Federation defies what constitutes the WCP, which is discussed in further
 

detail in part "III", page 55 of this section.
 

I IN,1, 

f----
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The credit union Toagua at one
whito oh2ert time had a DC, but it isits plopWra.
 
functioning because of a drought in the area.
 

Although no interviewers were sent to the 
credit union u'. because-.-.,--- . 
of its location in the jungle, the records of the National Federation place 
it within sincethe DP 1967. At the present time, however, it neither has
 

agricultural technical assistance nor a loan from the Cooperative Bank with
 

which to operate its program.
 

The credit union La Magdalena reported that it did not have a DCP
 
because the credit 
union was too new, but hoped to establish one later In
 

the year.
 

The credit union SanJosede Chimbo 
indicated that it did everything 

possible to enter the Directed Credit Program, but could not get the
 

necessary loan from theCooperative Bank because of a "morosidd" or loan
 
delinquency problem.
 

Although claiming not to have a DC, the credit union Daule appears
 
to have a 
much more extensive program of education and supervision than
 

many of the other credit unions which reported that they had a DCP.
 

B. MemberParticipationin theDCP. 
The survey indicated that there 

were 900 members in the program this past year who received -directed credit
 
loans. This repreftents 9%of the total membership of the 26 credit unions
 
of the DCP and only 2% of the entire membership of the 220 credit unions
 

which make up the Credit Union Federation. 
 This is about one tenth the
 
number of members reported by the Federation as being in the program this
 
past year. Again, the explaination for this discrepancy probably l~ies in~~
 

the manner in which 
 the DCP is defined.,' 

. .: :.- i- ' : iiN " .: v -'44' 4-i 4A" 
_ 
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Sn c i th e p r o gram w s i i i t d i 9 5,t er E 6 b e ,5 e b r 

aveagedirected credit loan"for the<:" '' 
..... past yer is dvided (/6,345sucre
 

: <?'::7into'the total amount of the loans "granted.isince ,96(S .,: i.:"
759 -8 sucres 


<
"'""
"~ ~i-"would apear that 2,011 individuals have partic'ipated',i the program :i: '"
 

over the past five years. Regardless of which figures one-uses, thiey bo~th
 

:
represent about one fifth of the 9,691"members reported by the National 


Federation as having participated in the program since it began.
 

Assuming that the figure of 1,952 participants is correct, 4.1% of i!
 

the entire 45,000 membership of the Credit Union Federation has participated .""
 

in the DCP since its inception in 1965.
 

It would be wrong to assume that all.1,952 participants have been
 

farmers. A directed credit loan can also be granted to artisans and to
 

other people who intend to use the money for production purposes. In the ..
 

credit union Guayllabamba, for example, six out of 31 directed credit loans
 

were granted for purposes other then agricultural production. In Carchi., i. I
 

18 were for other purposes. Therefore., the total number of farmers in
 

the DCP could be considerably fewer then 1,952.-


C. The Average Size of a Directed Credit Loan. The survey-indicates........
 

that the average size loan in the DCP granted during the past year was: ".:.,;; ii
 

6,345 sucres which is about 3,000 sucres higher than the aveage DCP l1oan- .
 

recorded by the Directed Credit .Department;'. One reason'fo this,difference
 

might be because the Directed Credit Departmient's ,figures ol ':icldeaot
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one half the credit unions in the program. Another reason migh b ecause 

the statistics reported from three credit unions are considerably higherA' 

than the overa:ll average - 23 de Julio had an average loan o.17,64o 

sucres San Gabriel had an average loan of 13,6 sucres and _a_ ... 

10,292 sucres. On the other hand, the credit union Vinces had an average 

directed credit loan of only 1,552 sucres, which is significantly lower than 

the average but which was also included in the calculations 

D. Total Amount of Money Loaned in the DCP During the Past Year. 

This past year a total of 5,710,316.90 sucres was loaned in the DCP. Tis 

represents 26% of the total of 22,148610.49 sucres which was loaned to all 

the members for all purposes in the 26 credit unions of the directed credit 

system. Thus, during this past year in these DCP credit unions, 9% of their 

total membership participated in the DCP and used 26% of all the funds 

available (see graph on page 54). 

E. Credit Unions Without Sufficient Capital To Sustain the DCP. The 

credit union Bahfa will soon be terminating its DCP because the Cooperative 
A 

Bank has not approved additional financing due to a serious drought in the A 

ar The Cooperative Bgnk has also refused to grant new loans to eight 
Aother Aret, unions for various reasons (e.g, high percentage of loan 

Adelinquency, poor administration, not following the regulations, etc.). 

These credit unions (the names have been withheld because the information 

was supplied by the Cooperative Bank) will also be ending their DfP because 

of insufficient capital. 



F Amount of'Agricuitura Technical Assistance. The lists below 

~~W~indicate the breakdown of the amount' of~agridulturaliitechn~ical assistance 

given per month in 25 out of the 26 credit unions in thedirected credit4
 

, system and the number and type of extensionists who gave thisassistance.
 

Amount of Technical 
No.. f Coops Assistance (days/month) 

7 None 
8 1/30 to 4/30 
3 5/30 
2 8/30
5 12/30 to 16/30 

No. Type of Extensionist 

14 Agronomists (Government Extension Service) 
4 Private Company Extensionists 
3 Managers of Local Credit Unions 

2 Veterinarians 
I Credit Union Field Inspector
1 Peace Corps Volunteer 

1 Rice Commission Extensionist 
1 Andean Mission Extensionist 

1 Cooperative Bank Extensionist 
28 Total 

The seven credit unions without any type of agricultural technical 

assistance are San Pedro de Huaca, La Buena Esperanza, Guayllababa, 

Moncayo, San Jose de Chimbo, Iru and Santa Rosa. It should be noted that 

each one of the managers stated that technical assistance was obligatory
 

for all members who received directed credit loans.
 

The credit unions receiving the most technical assistance are 23 de 

Julio (15/30), Yarugu{ (12/30), Daule (16/30), Carchi (16/30) andSan Miguel, 

(16/30). Daule and Yaruqu also have the highest ocetration of technical 

training per number of' farmers with 25;farmers receiving 16 da of sistance 



~Per month in Daule and II farmers receiving 12 days Of assistance per month

Yoru.ufenin 


The number Of farmers actually receiving tcnclassac per
 
to be exoggers tedn .many-.of- the- credit - nions-studJ ed7 b tiis particu,; 
larly obvious in the ones that reported receiving no assistance. For example-' 
the credit union San Pedro de Huaca stated that all farmers in the fOP, plus 
100 other farmers who had regular agricultural loans, were receiving
 

technical assistance 
 a total of 3.70 farmers. 
This seems highly unlikely
 
since there was no one available to give any kind of technical training.
 

Twenty-one credit unions stated that it was obligatory for all members
 
who receive directed credit loans also to receive technical assistance.
 

Only two credit unions, Tosagua and Esc. Radiof6nicas, did not have such a
 
requirement, but it should be noted that neither of them have a functioning
 

DCP at the present time.
 

Only one 
credit union, 23 de Julio, reported having an "Inspector del
 
Campo" or field inspector. This is significant because the job is consid

ered by the National Federation to be an eventual integral part of the DOP 
 .
 

one that the credit unions have been urged to fill as 
soon as they have
 
the financial resources to do so. 
 The reason is that the field inspector , 

can relieve the manager of the credit union of much of the responsibility
 

of supervising the program. 
 In this way the manager is able to devote more
 

*Other credit unions have field inspectors as evidenced by the facttha
the three man interviewing team questioned one in Daule, but the total, 
number is still very small. 



of his time to office work while the f ield inspector visits the individual 

94 :-farms to verify the information supplied by the farmer inhis loan applica
 

tion, to evalua te the feasibility of the farmer' splarL Qof -investmenit--and -,.-.. 

later to assist the farmer in the proper use of his credit.
 

G. No Difference Between Directed Credit Loans and Regular Agricul-
 44 

tural Loans within the, same Credit Unions. There are seven credit unions -


Carchi, San Gabriel, Son Pedro de Huac, Guarand, Pallatang, Baha and
 

Babahoyo --- which exhibit little or no differences between directed credit
 

lonns and regular agricultural loans with regards to the amount of credit that-'
 

5. -a member can obtain, the amount of technical assistance given and the loan
 

policy which govern the requirements of the borrower and the credit committee.
 

H. A Summary: The Total Number of Credit Unions with a Fully 

Operating DCP. If one subtracts from the 26 credit unions reported to be
 

J in the Directed Credit Program all those which do not have 
a functioning 

DCP, all those without technical assistance and all those without sufficient 

funds to sustain a program, then only 8345 credit unions remain. Of these 8, 

there are 3 credit unions which do not have any distinguishing features 


between regular agricultural credit and directed credit. Thus, 5 credit.
 

unions--- Santa Teresita, 23 de Julio, San Migue Calcet and Vinces -

have what appear to be fully operating programs of directed agricultural
 

production credit.
 

I. Consumer Loans vs. Production Loans. It would apparfrm'th
 

information gathered in the survey that most 
 anS Ore apvdop 

tion (710) rather than consumer (2l%) purposes. Nine credit. unions 

i
 

33 .|3 3 >5",3' sW34.)33 i.3 

.3 W , 
, 


m
 



...... . .... ..2........ 

thre ered 35 lonsuerloen, gntedn in 9ror more of the caes. 

One should be cautious in using these figures too iterally because , 

previously mentioned, thc data are not very accurate. Upon r c1ec] ing' 

a number of credit unions, it was discovered that there was a wide dis

cpancy between what the mcoager estimated an wh t theactual recrd 

showed. For examnple, in Santa Rosa the manager originally reported that "'"" 

there were 35 consumer loans, but when the approved loans were examined 

it was learned that there were actually 109 such loans. 

havepwa the actuailt recevnadiinotehilasstnelorsii!i:% 
J. City Members vs. Rural.Members; Farmers vs. Nonfarmers. As men-

tioned above (pp. 19 20' there exists the possibility that the DOP 

could aggravate the historical split between the city and' rural members of 

( ~ the same credit union. Ehe reason is that farmers tend to be less active 

participants in the activities of the credit union, but, because of the DC?, 

have the potential to receive, in addition to' technical assistance, more 

credit per amount oaved than other members. Although not conclusive, the 

information available appears to confirm this possibility in the six 

"semirural" or urban oriented credit unions of the directed credit system. 

For example, in the credit union 23 de Julio approximately 20% of the 

1,10 members are farme-:s; during thepast year 149 farmers or 13% of the 

total membership controlled 55%po all the funds available (this includes 

both directed credit and regular agricultural credit). Bahla has a total " 

2 ' farmer membership of 201A; during the past year 139 farmers, who*hadleither 222 

directed credit loans or regular agricultural credit, control-led 4% of. 

all the funds available. Finally, the cr~edit union Santa Rosa, which 

}: 
2 

V 



estimaes i offareth to 1nmbers 3 or 195 i±ndividuals are farniers, 

reported that 16d~o'fd itsrecemborship hd bth iypesof' agricultural 

and controlled 37% of the funds. 

What is the situation in the twenty rural credit unions? 'Little is, 

knowr because the total number of farmers in each credit union wasp ascertained 

in only one 
 Yia uu. There it was discovred that 42% of the total membe 
 r-i>.
 
ship of 294 were farmers. This past year 
 farmers
fthor 15% of the total .
 
membership hod directed credit loans or regular agricultural loans which
 

amounted to 30% of the total funds available. 
This is not as serious a
 

problem as in the urban-orientced credit unions, but it is possible then
 

even in the rural areas 
there may exist a potential conflict between the
 

(lfarmers
and nonfarnaers of the same credit union.
 

What is not known in the above analysis is whether the city members 
or nonfarming members have demanded and been refused credit because the
 
money was being used by the farmers. Therefore, further research should . 

be conducted to determine how serious a 
problem this really is.
 

K. EntranceRequirementsofthelOP. 
The list that follows is not
 
-'D 
 complete one, mainly because the managers did not verify the information.
 

they gave by checkzing the bylaws of the flOP. 
 The list does, however;
 
indicate what the managers of the credit unions consider the most important
 
entrance requirements of the program.
 

4 '
 
A.' ',4V'4 .... '=, '.-'.1.......
 3 



4Entrance Requirements R pding 

1 . 3Technicaliassistnce/education 
2.',Soneperiod of prior membership>- 12 >A1 

*k3.Base savings ~'-~~2 1 11 1 

5. Type of crops.C 
F~6. Moral character of b~orrower4
 

7No prior bad debts3
 
8.Amount of land involved 2
 

9. Personal guarantee 2.1 

L. Problems with the flP. i hen the managers of the local credit 

unions were asked to state what problems they had with the Directed Credit 

Program ,they responded that they mostly lacked technical assistance, 2
 

education of members, capital and a marketing system. The entire list is
 

as follows:
 

Number , V'4 

Problem with the DCP Responding 

1. Lack of technical assistance 12
 
2. Lack of capital 6' 
3. Nedmore education of members 4 
4. Lack a marketing system *4F
5. Need greater production 2 
6. Drought 2 
7. Farmers resist change 2 
8. Fart ers need more supervision 2 
9. Need greater attendance at courses 1 -' 

10. Lack planning, of' investment -- 1 - <4 

11, Need better administration of DCP 1 

12. flOP too complex 1 
13. Need money to hire employees 1 

4 14. Lack credit from bank-1 

15. Farmers lack patience '1 F,7>IV. 

:21 i~~~~6. <'4Not enough'land;1 '' kbXA 

+4 i.v+-,'- .,4~ -iriS!Y<' 

•-i i ii -- - - ~ -~--. '- i- ; ...



M. Suggestions~efor Improving the Opp. ent'mnaes'er se
 

what 	 ir.provements should be~m~ade in th DCP, their~resoS corresponded
 
to the. problem areas mentioned above 
bt theyr4 sujtp many other, 

How t o improve the flOP PeIspon~diig, 

44'4 2. More technical asistance13 
, 

3Moeeducation of membersT4 Create a marketing system
5. More staff training 	

3 

w6. 	 4Permanent agronomist in credit union 
2 
27. 	 Lower interest rates 

8Longer credit terms 
1 

9. More credit from Bank 	 1 
1

10. Laboratory for animals

11. Help with promotion campaign 	

1 
112. More sensitivity to farmers 
 113. More control over fDCP loans 
 1
 

14i.Give priority to agricultural lonns1
15. Create a warehouse 1 	 44416. Diversification of crops 1
17. Help from FECOAC's extensionists only

when the credit union requests it1
18. Incentives to encourage attendance at 

'4r)>courses1'4 
19. 	 flP should wait until credit union is 

large enough for the program 1 

,j., ( . i' , 	 - -4' .4444' "' 
' 

, 1" ,....!$' i "i-'?L_.- :k'44 
4,.""4:4.

'ii): ' I i LL ii'. i .:ii' i :i "[.!)''IV4 4,.444J 
U:.~~ ~i."~ f*[~.is ~ .. =''-~ ~ ~ ~ ~ ~~. *.. 4,.;!4 4 
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nfornation FromThe Records Of The.Cooperative Bank Of -Ecuador. 

DPA. TotalAoib th 'f hansGrantedifrthe Directe dpredit Proram. , 

:From the ti5,0me thatle first PilotProjet as uneta ne- credit'. 

/i Lii9 
union Santa Tereitain 

"' 

965 until Agusti16, the Cooperative1 Bank off ' ; 

:Crtc U nio nsan d tororh r ctizeedit exposesoetneerogra)059, 572 

W804~69,503) in loans of which S/12 759,848 (US$607,611) have already be~n2> 

utilized. During approximately the same period (Januar eiy,1965 to August, 
1969), the Bank loaned a total of S0),300,167 (Us$2,300,007) for all 

purposes to all credit unions of the National Federation. In terms of the 

DCP, this means that 11% of the 220 credit unions and approximately 5% of 

the 45,000 members have controlled 26% of all the money loaned out by the 

( Cooperative Bank over the past four and half years (see graph on page 5)4). 

B. A Comparison Between Cooperative Bank Loans Made' to the DO? 

I Credit Unions and to Credit Unions Outside the Program. Thle average size 

of the loan approved by the Cooperative Bank to the DC? credit unions was 

S/250,000 (utide,90 those outside of the program received an average 

loan of S/aBO0,ooo (US$5,57o). 

A more significant difference appears when one examines the number, 

of loans granted and the total amount of money received by each credit 

union. The DCP credit unions have received more loans per credit union 

than those outside of the program and, therefore, have been able to 

. utilize twice as much money. Each DCP credit union has received an 

A -x 

' ' ' A'IN 



avrg f 5015 (us$25,750) compard toS77,50oUS$ 3 2 l14 fo th
 
**i'~43~"other credit un~ions.'A 


'<i 3"A- ~~~~ 

C Consumer vs. Production Loans. 
 The Cooperative Bank of Ecu.idor
 
"< 
 grants 3loans to individual credit unions for~specific purpoe -- Produc
 

tio: or consumption. I5n turn, each credit union is only supposed to use:'~ 

thediBak' 	mey.for thei purposes designated when it approvs loans to its
 

•January 
 1965 to August 1969, S/2553,000 (US$121571) 
has been loaned for consumer Purposes by the Cooperative Bank to the 26
 

credit unions of the DCP. 
During the same period, S/12,759,848 (US$607,6u) 
was loaned to the same credit unions for production purposes only. Thus)

V 20% of all loans made by the Cooperative Bank to these DCP credit unions
 

C were consumer-oriented and 80% were production-oriented.
 

Lack of Internal Conrtrol
D. 	 over the Directed Credit Loans, 
 The
 

t 	 lack of supervision at the local level over directed credit loans has 
resulted in the failure of some farmers to use 
their loans in accordance'
 

with their plan of investment. A few farmers have'failed to follow the.
 

original plan at all, using the money instead to buy consumer goods or
 
other items; others have failed to invest the entire amount authorized
 

in the proposed project, electing to split the loan between the project 
.
 

and consumer goods; afid 
still others have failed to use the loan in the
 

proper manner, although earnestly trying to meet their 'commitment to the
 

DCP and the credit union. 
In all, 10 out of 26 credit unions are reporQ . 
by the Bank to lack sufficient internal controls and supervision. 
 Some actual
 

3'C 



~examples 'of this problem ore: ~o 

CREDIT UN1 4 ......... 

! Member 1:, received S15,PO, loon to purchase 3 small. bullsT hekrevealed that he had~bought onlhi t4o which had an> 
but 

'--~ ~ -'-approximate value of S/3,500~ 'a A 

4Member #,2: received 13/5,obo to buy a cow. We found she hadacquired one cow valued at S000 
A A 

Member # 3: received Sf1,800A -, which was to be used to purchasesome chickens. When visiting the far'm we found shc had 50 hens.The loan will be paid back through other income or by selling
the chickens, as the operation is losing money. 

CREDITUNIONY
 

Member# 1: 
received S/6,000. The inspection has shown thisamount had been invested to experiment with lentil and
linseed crops. Thus, the investment is almost completely lost
( due to inadequacy of the area for these types of crops. He ' 
will not be able to pay the loan back.
 

Member #, 2: received a loan to be 
 invested in the purchase
of a bull and a cow. 
The l;oan was not used for this purpose .Instead, he brought two 
oxen for agricultural work.
 

Member § 3: received a loan for S/6,Qo -which was used topurchase 2 milking cows. He bought the cows, A
but -the farmer
said the animals have a value of S/5,000. 
 :d 

Member 4 4: received S/,000 to buy cows. He bought 2'which 

had a value of S15,000. 

E. Controlover DP Loans by the NationalFederation."f Acora't'i t; -
the records of the Cooperative Bank, the National Federation does not 

exercise any control over directed credit loansin any of the 26,creditt 
unions of the DCP. This means that there is n teo upervisio or 

spot-checking done by any Federation official 7or extensioniet or promoterA7.7c 
in;,- the 
 field
 

http:promoterA7.7c
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SF.~ Credit.Policy for the flOP and for egl r gic ua3 Loans 

The credit policies conitain gidelines ~for the credi, co mittee 'and7a'ns
,gu.ce n 


applicants to' follow-before approval is given for regular-agricul
 

'loans and directed credit loans. The latter,,type of credit regulations, 

f or examrple, usually require three to six months membership in the 

credit union and/or a base savings of 500 sucres before approval-will ' 

be given for a loan (sce page 34 for a complete list). 

:Nineteen credit unions have credit policies govern ig regular agricul 

tural loans, six are lacking them and no information was available on
 

one credit union.
 

'4" Eighteen credit unions have credit policies governing the approval f 

directed credit loans, while five are lacking such statements. This infor

mation was not available on three other credit unions. 

G. "Morosidad" or Loan Delinquency. Fifteen credit unions are within' 

the Cooperative Bank's 10% limitation on loan delinquency to total loans
 

outstanding and are, therefore, considered by the Bank to qualify for 

additional credit, if all other regulations are met. Four credit unions 

have loan delinquencies outstanding of between 10.7% to 29% and are 

disqualified from further credit until such time as they are below the 

permissible 10% level. There were no statistics on the other seven4 credit 

unions.
 
' hi loan4• 'inrepay"g 

*This information was current as of April-July of1969. The Cooperative=

'~" considers any loan late if the borrower is two nonths or more behind,Bank 


in ~ ~ reain "4i'la.
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II. Committees
 
Strong Points No. Weak Points 
 No.
 

Operating normally ii Lack knowledge of function
'Responsible 6 Ineffective inoperative 2. 

Responsibilitiesnot. dfined.. --------
Do not meet regutlarly 

III. The DCP 

,. 4 < Have field inspector or Need field inspector 3V..,manager supervision 6 Need technical assistance 3 
:Have agronomists Incomplete implementation 1
 

SControl over loans 
 3 False planning statement 1 

IV Relations with Bank
 

Good past experience 3 Noncompliance with regulations 3Met-obligations

tredit properly used 2
2 NeedNeed moneyreformcollector/arrearageof credit policy 2
 

well done
.'lanning I Audit reconmended 2
 
Past experience with Bank poor 1 

The following is 
a similar summary of the situation in 10 other 

credit unions which are presently being prepared by the promoters of the
 
S cted Credit Department to enter the DCP either late this year or early
 

~ ;,~net year. 

I. Manager 

Strong Points 
 No. Weak Points 
 No.
 

"' 
, 4 uaified 2 Not qualified 2'4Belligerent 1 

-, : ' ' . ' .'I I . Commi t t e e s 

" 4 ,Operating normally 3 Irresponsible 1 
4.:- ' Inoperative 3 

4 .... . .. . , 4 44ii~ii 

'4 4 ~' 4 ~ " 0~" ~ < ~m mm;;mmv'--



Relation ith.UBank 

Met obligations 
Reformed credit policy 

iii :i "No 

•i 
3 Arre.......age. . 

Past experience 'poor 

accounting records'kept 

poor credit policy 

Purpose for which loan 
was mde was disregarded 

2 
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C.. 55on clusi ons : ii .- :i: , ,'. .i' :!'1 . 

Due to the complexities and scope of the Directed Credit Program,
 

one 
should be cautioned to read the following conclusions as an entire
 

unit, conscious of the fact that what is expressed in one section relates
 

another-one whibh-bthe'r-preceded or folows it. For ex.amp.le, pr
 
"A" below discusses the objectives of the DCP, but the rationale behind
 

the use of these objectives is discussed in parts "B" and "C" in relation
 

to other topics.
 

A. Objectives and Strategy of the Directed Credit Program. 
The manner
 

in which the National Federation defines the objective of the Directed
 

Credit Program helps explain the diffeiences which exist between the
 

statistical data from the Survey of May, 1969, from the Cooperative Bank of
 
Ecuador, and the records of the National Federation; the confusion which
 

exists between local credit unions and the Directed Credit Department; and',
 
the gathering of certain types of information to the exclusion of most
 

others. 
What then is this objective? 
It is to provide primarily the
 

farmers, but also the artisans and businessmen with production credit by
 
creating rural agricultural credit institutions through promotion ---
promo-. 

tion of the increase of total savings and total membership, promotion of
 
the use of credit for production purposes over consunier purposes, promotion
 

of education of members in cooperativism, promotion of the need for paid
 

employees, etc.
 

In order to accomplish its objective, the Directed Credit Department 
concentrates its efforts on a 3-to- 6-month training period and promotional 

http:ex.amp.le
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cpaign in each credit unio During this time, one of the four promoters 

of the Department attempts to mobilize the management, the directors, the '
 

members and the community at large into an effective institution. ,*fter
 

this initial 3-6 month period, the credit union is considered to be the 
Lrespon Fe~d~rtib, ,general extensionist and the promoterC 

makes only occasional return visits to credit unionthe to evaluate the 
program and to assist them with any problems which might have arisen since
 

the program of promotion was introduced. Therefore, the credit union, for
 

the most part, is left on its own to develop its DCP at its own rate and in
 

its own way. 

In order to account for the time and expense of having 4 men in the 

field in 10 or 12 credit unions for a period of 3-6-months, the National
 

Federation classifies a credit union as being in the Directed Credit Program
 
from the moment the promoter arrives to begin the intensive promotion
 

campaign and training. 
The result is that the records of the National
 
Federation list 26 credit unions as being in the DCP, although 7 of then
 

claim that they do not have a program. 
Since the work of the promoters
 

involves the entire credit union, the statistics of the Directed Credit 

Department reflect this fact --- 9,691 members or the total membership of
 

all 26 credit unions are recorded as being in the program, although only
 

900 members participated in it this past year.
 

Although the National Federation has very valid reasons for using the
 

approach it does, and although it may have few alternatives given the problems
 

i; : , • • . . • ' : ' : ' , , , 7 . . 
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itfcsti wie de o agree-wit. t rsn bjcie.T ei 

~heJNational Fedaerat+ion, by 'concentrati[ng on i institution-building, +has- +++'+:++; 

created a program of promotion and not a program of dietdaricultural + ++!i+++:++++ 

production credit. In order to have a Directed Credit +Program two conditions ++++.++!i+" 

must be met: the input of outside capital'and outside agricultural technical,+ +
 

assistance into a farm. If the local credit union fails to qualify for a
 

from the Cooperative Bank and/or fails to secure technical assistance, +i
 

then there is no program because there is no way of stimulating agricltural !++.i+ 

<£+ .. . . + + . . .. . : + ~ ~ /5+ + : + +
production in a directed' " manner. ' + + & + +++ + ,: ' +" '•' •+'+v+' + :+ 

B. Local Autonomy vs. National Control., There is no national stru -+U
. +++
 

to or national control of the Directed Credit Program. Even on the local +Y
 

structure and control are almost inexistent in most credit unions. "-

Oneexlaatonfo tisdevelopnment con be traced to the National Federa-. . .,
 

~tion'spolicy of concentrating on institution-building through promotilo6T-.... +-


By orptigromtin oer heoperational aspects of the DCP, the Federa
 

tion is left without enough men to implement a system of national controls... +
 

~and Another explanation for can found ithe +standards. this development be in ':< 

~problems inherent in any developing country --- the great dispariti~es i nn :"++++ +J+ + 

transportation and conzmnication facilities and human and natural rsure 

,-- which m~ake a nationally structured and controlled program inei'ther i + !;i)?! 

*Discussed in detail in the sections which follow. 



~~ desirable nor feasible. 
 ~; 
FromtheNational :Federti
 

Fro th edratons point of view~ it has tried to overcome
 Ntioal 


the lack of manpower and the problems of a developing country by creating
 
a system of local autonomy which gives the local management and membership,,
 
control over, its own program, except for the initial training and promotion;
 

campaign and the occasional visits by the general extensionist and promoter.

The idea behind the training of .mnagement,the education of members 
' . 

the promotion of cooperativism, during the initial 3-to-6-month period., is 

to prepare the local credit union so that it will be able to supervise and
 

operate its 
own program. 
 This approach recognizes that a successful program
 

must be based on the motivation of the local membership to learn to manage
 

and use the DCP properly.
 

By the very nature of this arrangerment, the National Federation feels
 

that the DCP must be a loosely knit operation; each individual program must
 

be left to grow and develop at its own rate, according to the local leader

ship's abilities and motivation. 
Also implicit in this arrangement is the .
 

fact that the DCP is not readily susceptible to clear and concise analysis.
 

The statistics, however, show that the system is 
not working as planned.-. 

K 

For example, the lack f)f 
internal control over the directed credit loans
 

(see page 48) indicates a number of possible problems at the local level:,/
 

1) the lack of time 
on the part of the manager to make the necessary form
 

inspections; 2) the lack of training, education or 
understanding on the
 

part of the manager and/or the borrower as to how improper application of 
the directed credit funds undermines the entire system of.repaymnt ofloans, 

+ ++ F} +.+ +J , + ++ +., + + +.+ 
a++ ++++• +' + ' +" + "++"" + + : + + " 3 +++ '+ ' + :<?+++:! .> ,. . .++:+,++< < .+ + '
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0mun
omoney,in circulation~which limits he
 
turnover of these funds to other credit union'members; )th 
 cZ~ 

~- 4- 4-',field inspector who could relieve the manager ofthe o th e p ri bi tonites- ,,
ofom 

ofsupervising the 

and undue rssure o
anfluence 

applied b sorie
 

_members--to. force -the manager--to~~umtaflePann~ttjj~t 
h~< 

Cooperative Bank in order to obtain a loan for a 
purpose which would not
have been approved. 
A number of other problems are 
also indicated by the 
fact that some credit unions show no differences between a regular agricul
tural loan and a directed credit loan (see Page 31) 
e. g. 1) a lack of 
structure in the DCP at the local level; 2) the manpou : that is available 
to help with technical assistance or education or supervision is being .

allocated among both types of loans with the possible consequence that the
 
farmers in the DOP are not receiving enough attention to assure maximum
utilization of their funds; 3) no technical aBsistance or Bupervision are 

available, which means 
that the basic difference between these 
two types

of loans is that the farmers in the DCP receive larger loans than the other
 
farmers; 4) normally, attending courses, demonstrations and submitting 
 .
 
plans of investment are all prerequisites to obtaining a DCP loan, but
 

some farrers are possibly being admitted into the DCP who either are not
willing to fulfill all the entrance requirements or are not being obligated
 

to do so.
 

The evidence clearly indicates that what exists in most parts of
 
Ecuador today does not qualify as a system of directed credit. 
 Within
 

the credit unions themselves there is lacka of understandingof wh t e 



Sconstitute- DietdCei 
rgo~n ht he responsibilities~are 

th'~~iai go along with the acceptance of this type of' credit Therefore a 

balance must be found between the nkeed f local and the necessity;'. 

of national control and supervision. Continuous assistance andladvice ~re' 

viable program is to be reached, a nore concentrated effort on the part of 

the National Federation is required. 

C. Quantitative vs. Qualitative Analysis. The preceeding discussion
 

provides ample justification for the National Federation to evaluate the
 

success of its efforts in terms of quantitative statistical. data, rather
 

than qualitative. There 
are in addition, two other motivational factors 

I which should ulso be mentioned. The first is that the various agencies. 

S hether they by USAID/Ecuador, CUNA International or the Credit Union
 

Federation itself, demand periodic assessments of the success of both the
 

overall credit union movement and the Directed Credit Program. 
The second
 

factor is that measured progress in the use of credit and technical assist

ance 
in the individual farms is not feasible on a short-term basis. 
 There

fore, the Federation, faced with its own requirements and the demands of
 

the other agencies for short-term results, has turned to quantitative 

statistics, such as total membership, total savings, etc., which provide
 

ready benchmarks and an easy method of arriving at an overall evaluation
 

II of its operations.
 



It would be inaccurate toassume 2that, the NationaFede'ration does'
 

- not make formal qualitative analysesalso. valuations are continually
 

beng conducted by the Federation officers, extensionists nd auditors '

but these are normally for internal office use. 
 To the extent thatithef, 

various personnel obtain information about thes orstheoldmii
 

tration, loan delinquency cituation, accounting system, supervision of
 

the DCP, technical assintance, education courses, plans of' investments of'
 

the farmers,- etc., th'-, LOP ir, further analyzed. 

14. There is, hom revev, Fomething deceptive about the present method of'
 
evaluating the development of' the program. 
 It is only natural that the
 

Federation should pr' ;ient', -tatistics which are analytical, favorable and
( 	 reflective of' its greatest effort (i.e. institution-building). However, 

one is usually left -W.:.th a false impression of the actual state of the DOP 

itself, when generail st.-.tistics about the growth of the institution are 

presented, as reprc:id-ting progress in the DCP, to the exclusiol. of most 

other information. To bo more specific, the Directed Credit Department
 

*The records maintained by the Directed Credit Department on loon delinquency

in each credit union are.neither complete nor current. The most recent 'dataavailable 	come from a comiparative study of 1967 and 1968 and lack inforiation from 8 out o. £26 ci edit uions, meaning that no information on loandelinquency has been collocted in these 8 credit unions for at least twoyears. The monthly c:edit union otatemOnts are supposed to contain thisinformation, but a.crly do because the managers do not usually take the -.time to collect it. Therefore, the only reliable data on delinquency isthrough an audit. 7Tnre in evidence that the number of' credit unions withthis problem is gvaue. than is currently believed, especially in thoseoutside the DCP. Until 'bet6er methods are developed for obtaining thisinformation, howu. 
 , thn real situation will not be known, 
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chntoth i the onmembership's, orientytion to the use ofcredt. The stri

ing s im~ilarity, between the figures of the CooperativeBnrk 8 Of all 

loans it approves to the 26 DtP credit union were for productio pu - nes 

and20% for consumer purposes) and the results from the Survey ofiMay,p-r 

t1969(79% of ll loans granted within the 26 credit unions toidividual 

members were production loans and 21% were consumoer loans) raises the 

question as to what was the causal factor the DCoor the policy of 

the Cooperative Bank. The National Federation attributes this development 

etothe education courses, availability of technical assistance and capital, 

ypromotion campaigns --- all facets of the Directed Credit Program - -,- and, 6. 

cones to the conclusion that the program has accomplished one Of its primary 

objectives the orientation of the lending resources of a credit union 7 

towards loans for production purposes. There is another possible explana

tion. Given the Cooperative Bank's policy of restricting-the amount of 

production and consumer loans it grants, -the entire loan portfolio of the

local credit union may be strongly influenced and even circumscribed thereby. - --

One mitigating factor against this analysis is that the local credit unions 

have their own funds (m~embers' savings) which are loaned to members without 

any restrictions. Generally, however, the funds are not divided into 

separate piles of "our money" and "Cooperative Bank's money," but rather

are treated by the manager as one fund. Another indication that the Bak' 

restrictions are influencing the use of local credit is that a number of 

creituninshave requested more consumer loans from the Cooperative Bank 

in order to meet the demands of their memibers. The Bank has usually demurred-,-

J' 



leavingthe credit unionwith 	the choice of either ac ptimnae pr..uction 

loan or g"oing wi-thout any credit.
 

D, Proposed cEpansioniofthe Directed Credit Prograr ad the Crediti. 

'Union Federation. Probably the best illustrutit 
 edean'.
 

dominantgoal of institution btilding.danduits.quantit.ative-enchnar]s 

used in evaluating progress within DCP as chart ofthe 	 the proje ted 

growth found inteoffice ofteDrce 
rdtDepartment.
 

Projections of the flOP 

No. of
 
Period Credit Unions Membership Savings Loans
 

Dec. 1967 15 
 5,426 6,687,000 10,065,000
Dec. 1968. in 26 of the iecitey Credi ngA'~~A9,125 13,300,000 18,300,000Dec. 1969 36 13,000 20,000,000 32,000,000Dec. 1970 50 
 21,000 3000000--


The decision to increase the size of the flP by approximately 10
 

credit unions per year was made soon after the initial success of the
 

Pilot Project in the credit union Santa Tersita.13 
 There is no evidence
 

that this rate of expansion has ever been seriously questioned by any
 

'4 	 official since that tine. In the immediately following section doubt 

is raised as to the advisability of this rate of increase in terms of 

the existing manpower to service the DCP. 

13. 
 "Directed Production Credit Program in Ecuador," CUNA/AIfl'Task~ 
Order No. 8 Report, 1965. 
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The primary service of any credit union is the granting of loans 

which necessarily involves other functions --- proper management , 

accounting, operating co=mittees, etc. If the National Federation fails 

to render adequate backstopping to the individual credit unions so that / 
they can function properly, then it is failing in its responsibility to," 

the entire membership, who pay a fee to the national organization for 

this service. Under the present plan of expansion the entire credit union 

movement may be threatened by insufficient servicing of member credit unions, 

due to the lack of manpower. 

The stress on quantifiable goals may be the product of the influence 

of CUNA International, which uses the same kind of statistical indicators 

to assess the Latin American credit union movement --- 15,000 credit 

unions, 6 million members and US$585 million in savings in 16 countries L 
.14

by the year 1975. If it is true that CUNA International is responsible 

for demanding this type of assessment from the credit union movements in 

the various countries where it has technicians, then it is equally true 

that its contractor, AID/Washington, must accept ultimate responsibility 

"because, as the hiring agency, it has either approved of or insisted upon 

this approach. Emphasizing quantitative goals and analysis may be a very L 
necessary ingredient in the beginning years of any credit union movement) 

S" , but the danger is that in later years the national organization may be 

14. CUNA International, "Public Relations Department Briefs, May 9, 
1969. 
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ditatdfrom tedvlpntof quality institutions and programs.* 

E.Current Allocation of Manpower. 

1) Directed Credit Department Promoters. The work of the four < 

" :Diei ,L t~-Ce~ij epEr~ef !promoters is divided between expanding the DCP~i

by approximately 10 to 12 credit unions per year and assisting the 26 credit 

unions which are already in the program with normal operations, such as
 

accounting, administration, promotion, marketing. To this extent there
 

are some overlapping responsibilities between the work of the promoters
 

and the work of the Federation extensionists who visit the same credit
 

unions.
 

It takes each promoter a minimum of 3 months in each of 3 new credit 

unions each year or a total of 9 months to complete his work of expanding 

the program. This leaves a maximum 3 months to give backstopping to the
 

other 26 credit unions or approximately 2 weeks per credit union. This does
 

not allow for time spent on vacation, attending training courses; meetings
 

with the Department head or traveling between different locations. The
 

problem of servicing these credit unions will become increasingly more
 

difficult in the years to come as the same four men --- there are no plans
 

to hire more --- will be working in 36 credit unions by the end of this year
 

and 50 by the end of 1970. It should be noted, however, that some credit
 

unions develop management expertise through experience and do not require
 

as much attention in succeeding years.
 

*This writer does not wish to be understood as being opposed to quantifiable
 
goals, but only against their use to the exclusio. of all others, They can
 
be useful tools in helping an organization reach its ultimate objectives,
 
but they should not become the objectives t -r..rselves. 
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The issue of local.autonomy vs. national control4 which was discusseds 

earlier! must be raised again in the context of these promoters.. Sone2 ~'~ 
credit unions have requested more control over their prograls, arguing <s~
 

:.:-.,.:..,o o7ma nY -decis -s-)i~ ::;'~t -t-;".a:t:i:: .1. hd--r'-e-g-t.,. ns.Iare 'handed dodwn":/: ;''''i'fror' Qito,'" """'le":the'":" '%'" """':":::::""':"":'""''"": ' ' 1 

national headquarters. This contradicts the Federation 
 view that local 

autonomy has been granted. The explanation probably lies in the manner in 

which the promoters approach the local management. Lacking time tryingnd 

to follow their own training and instructions, the promoters usually end up
 

telling the local management how to solve their problems, rather than 
'working on them together, as a team. 
Also involved is the feeling on the
 

part of some credit unions that each local problem is unique, not readily
 

solved by set solutions created in the national offices. Thus there exists
 

a situation where the Federation's personnel are viewed by the local organi

zations as imposing rules and regulations of some higher authority, 
Whether
 

this is actually true or not is not the point. 
The fact that some local
 
credit unions feel this way indicates that the National Federation has a
 
problem in the type of image it is projecting. What may be needed is
more
 

understanding and concern on the part of the promoters to the feelings of
 

the local leadership and more time spent working with them and not for
 

the National Federation.
 

The National Federation is trying hard to train the promoters and
 

thereby improve their efficiency. 
This would eliminate the necessity of
 

hiring more men at a time when the Federation is reluctant todo so because
 

it is trying to keep its cost of operations down 
 so that it can become a
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self-supporting organization. As the promoters' efficiency increases, 

however, so does the Directed Credit Program. This, then, is the, first 

c ~ 	 of five pressure points: the work load and the basic mieans of' communicationsQ 

between the credit unions and the National Federation are in the hands of -' 

a few men 	who are possibly not yet capable of handling the situation.
 

2) Federation Extensionists. The job of the six extensionists
 

mainly involves assisting the local credit union with administrative
 

problems. In all they have been assigned 22 specific functions , the most
 

irmTportant of which are: 1) give technical assistance to the credit unions
 

j 
and those needing information; 2) give direction to directors, managers and 

local leaders to assure good administration; 3) represent the policy of r 

( the Federation; 4) represent the Federation in their respective zones for 

official events; 5) assure that the credit unions adhere to the status of 

the Federation and the Credit Union Law; 6) distribute promotional, educa- V 

tional and office literature and documents; 7) maintain complete statistics 

on all credit unions in their respective zones; 8) evaluate the progress 

of each credit union, set objectives and set up a work plan; 9) anticipate 

problems which should be brought to the attention of the manager; 10) main

tain a registry of potential new credit unions and develop new credit unions 

for affiliation with the Federation. 

One aspect of the extensionists'work, that of evaluation, needs further 

elaboration. The credit union noverient is under continual evaluation by 

National, Federation officers and employees and the CUNA country staff.-



This evaluation isdirected toward the operations of the individual. 

credit unions. The main burden of evaluation, gloweyer,a falls on the. 

extensionists, who make a full report every six months on the activities~ 

of the credit union. They look into the Manager's methods of work, examine 

the files, study delinquency problems, check on the accounting, see if • 

the credit union is following the regulations, evaluate the various 

cormaittees, and then discuss the problems with the manager and directors, 

making written recommendations which are also signed by the manager him

self. The completed forms are then sent to the National Federation where
 

the Manager and a member of the CUNA staff review them and on periodic
 

field trips with the extensionists follow up with the credit union involved.
 

( The extensionist hinself checks up on the implem~entation of the agreed 

recommiendations in the next six months. 

Given the fact that there are only 6 extensionists and 220 credit 

unions and given the amount of work that must be performed plus the bad 

roads, the weather conditions, the regional and national meetings and 

courses, and the time spent on vacation and traveling between sibes, the
 

extensionists are only able to visit a different credit union every week
 

during the year. This is not as frequently as the credit unions themselves
 

would like. Furthermore, it is dubious whether this is enough time to help 

some of the credit unions with the more complex problems, such as accounting.
 

One must also keep in mind that there is an uneven distribution of credit
 

unions among the extensionists with some having as many as 50 to 60 under 

their supervision. This means that in a few instances no moretime is spent
 

a"a, 
a , a ' 



Federation
ca becl mewose asthetrigblto expnd 2'0cedi~t iionsby
 

self-supporting by 1972, the tire set for the termination of USAID assi'stance.
 

In order to find another source of income•
to help defray some of the cost
 

of the extensionists and other ope~rations, the National Federatilon has 

the insurance cooperative will operate as n separate entity with its own 
 :;i
 

Board of Directors and staff, it should be pointed out that some of the 
 ...u
 
Federation's Board will bemembers sitting on the insurance cooperative's " ii~ 

Board of Directors, where they will constitute a majority, 
The idea is ..')ii
 

to charge the insurance cooperative for office apace it rents in the
 

Federation's building, secretarial time used and for the tirie spent by
 

the extensionists as insurance prom.oters. !
The wisdom of such a t-move is i.


questionable, even though it serves cis 
one m~eans 
of financing the Federation,,

because it only further dissipates the already limited amount of time the . :)ii 

extensionists have to deal with all of their tnaks:..-.. . . .. 

This, then, is the second pressure point of the system:- six exten-!i!:::i:: i~ 

sionists with 22 f unctions in 220 credit unions who will soon be ........as... " .. 

insurance promoters with no prospect of, nore men being hired inheftue 
• as the entire movement continues t o ._g r o w . :: ,. , 

I l 
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3) Auditors. F oulEcuatdrians and two Peace Corps V tee 

-constitute the auditing staff of the Federation It is their responsin 

bility to exmine the accounts in all 220 credit unions to assure thatnsion 

o--they are,-n u -nd-.that. Oe nee dishonesty- Although each 

credit union has been promised one audit a year, the staff has not been 

able to provide this kind of service. One problem isthat an audit can 

take as long as two months to complete, depending on the size of the 

credit union and the condition of the books. Another problem is that any. 

increases in the auditors' productivity have been absorbed in the expansion 

of the credit union movement. One need only examine the record of the 

audits made in the 17 DOP credit unions in the Sierra Region to see what 

the actual situation is: 

Credit Union Date Founded 1st Audit 2nd Audit
 

Caya/be 6/66 1ol
 
San Pedro (Huaca) 4/67 12/65 -/---


Santa Teresita 11/64 616,
 
San Pedro (GuanuJo) 9/63 8/66
 
Son Gare 3/63 4/67 12/68
 
San Jose3 /65 8/66 -----

Carchi 4/65 616
 
Guayllabamba 4/66 /.....
...

Yaruquf 7/66 1/69 -----

Pedro Moncayo 7/64 3/67 ----

Buena Esperanza 7367
 

Pallatanga 2/64 9/66 12/68
 

*The records from the audito performed in the Coastal Region of Ecuador are
 

kept in the Federation's offices in Guayaquil with no copies filed in the
 
Quito offices. These records were requested from Guayaquil, but they were.
 
never sent.
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~K credt unon ar uig oroed:capital from~ tACr git _opra__eBnkof...___-_::.::::e Unioe unsedi ses toe w thhe oncAerit'oatof -
Gcuadrand th2/n6as4rih torqusherata credit 7/68aie todtunionsprnytresrrasoal 
 and t witr's 
reportslon a proib A )itFileon on t ios ud; ould ot bes aytoroAeiale Foireer i the def ond o ti beatel nscof 

analyzing the overall financial situation of the credit unions; 2) the 
 i
 
JrohlnF. Kend 
 Aui ie:udNtB oa'e
credit unions are 
using borrowed capital from the Cooperative Bank of
 

Ecuador, and the Bank has a right to request and examine up-to-date auditors' 
reports on a periodic basis; 3) one
it is of the best ways to control 

dishonesty; 4) it provides the extensionists with infornation concerning 

the state of accounting in the credit unions in their areas; and it is
 

one of the most reliable sources of information on the loan delinquency
 

problema. 

The National Federation iswell aware of the problerms it faces in this 

area of its operations. To help alleviate some of the pressure the Federal

tion did request that the two Peace Corps Volunteers, who are scheduled4 
to end their two years of service within the year, be replaced by others.
 

At Peace Corps Headquarters in Quito on April 15, 1969, the CUNA Assistant
 
Country Director explained the rationale behind preferring additional 
 . 

Volunteers rather than the hiring of Ecuadorians, The following isfrom a
 

published summary of that meeting:
 

Jil11 



t olnteers ou d be working with 'the audit
 
that the present state of ccobunting is~ veFry chlotic,
 

<~that there ,are a lack of, accounrting, machinies and a,
 
' d iycklggof tathatrth Fderation
trmendous auditing., 


auditors wille o hp h nob
entupllyrabea andl 
themselves. A lot of the...ork h -consistof 
coop auditors pind where theyhte ma hdeiistakes A 
solution is. not tohir more auditors but tdhellp the 

---- present- ones -to-work more-nowingland f f icienty n t 

Peace Corps denied the request because of the type of role the Volunteer *'
 

would be playing and because it appeared that the Federationtwas looking 

for inexpensive, temporary help rather, than facing the cost of hiring -.
-. 

permanent employees.
 

This third pressure point in -the system may have been eased somewhat
 

by the adoption of a proposal which was submitted to the lost FECOAC
 

General Assembly held in March, 1969, inAmbato. At that meeting itwas
 

decided that within the next few years the local credit unions would
 

assume the total expense of the audits conducted in their credit unions.
 

If more men are needed to get the job done, then more would be hired by
 

the Federation. This arrangement has a great deal of m~erit to it,butt
 

because it represents internal financing one should keep in mind that the
 

Federation will not always be able to turn to its credit unions for more '-.
 

money. 

4) The Credit Union Manager. The fourth pressure point in the 

credit union system concerns the local credit union manager. Many times'
 

15. Bill Dewey, Memo To Peace Corps Volunteers and Staff, "Notes From 
the Fall 1969 Prograrraing Meeting," June, 1969 

.... M 'Of61 
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1 struct~ure and/or supervi~sion.,;This raises a questio,Onabout t.bdv bl yyi 

~~~~of introducing the DCP into a credit union before the~n~anager i~s prepared.' 

f~:1t .Considering that one of' the principal gona2.of a credit tunion i~s 
service to its individual members through a well-run orgaizationi 

might be a much better procedure first to prepare the inn6ger throu( hl.y 

or wait until he is ready and able to assume the responsibility for operat- Y 

N-; ing the prograrm before it is introduced, instead of training him while the 

program is already supposed to be in operation. On the other hand, if the 

size of the program were reduced along with the emphasis on expansion, the 

training of a manager while the program was operating would be a much more 

feasible proposition because then there would be enough personnel to give 

(,- the manager the necessary attention. 

5) Agronomists and Other Technical Advisors. Although not
 

important to the actual operation of a credit union, the agronomists and . 

other technical advisors are essential to the Directed Credit Program. 

The failure of the Federation to provide the 26 credit unions of the DC 

with sufficient technical training probably represents the single most
 

serious shortcoming of the program. The statistics show that there 
are
 

seven credit unions that do not receive any kind of technical assistmce 

and eight others that have advisors only 1 to 4 days per month. Twelve 

credit union managers considered the lack of technical training to be a
 

serious problem of the program, thirteen managers recommended that the flCP.. ', 

be improved by increasing the amount of technical help) and all eight 

nd4a
 

. ~~ ~. ~ -~ ~ ~ ~ ~ ~ ~ I< IN-N==="=Ii, ~=-+ =, =, i..:., 
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steVolntewhoer eintervied felt thatechnical).au s tanceo il " 

abe inprovederti f iy2i -< 

resie original plans of the Directed Credit Prgr, called for the 

> prtechnical assistance to come froi the Extension Serviceoofthe Ministry 

of Agriculture. 'After almost four years of trying' the plain has ailed n 

to t aterialize into anbeffective systen of cooperation because the . .. 

Extension Service is understaffed lacks m.oney, is too bureacratic, does:~'J 

not have sufficient means of transportation and is too involved with the 

larger farm-ers. 

In an effort to improve the situation the National Federation turned ; 

~ -~to the use of Peace Corps Volunteers, but this niet with even loe success 

as the Volunteers lacked the necessary technical agricultural backgrounds 

and the Federation exhibited a certain amount of inflexibility in- initially 

refusing to alter the original assignmient. Finally: the Federation 

approached the Ministry of Agriculture with a proposition whereby the 

Ministry would loan two of its agronom,.ists to the Federation for full-time 

work in the credit unions of the DOP and the Federation, for its part, 

would pay for all their expenses in the fil. Agreement was rechd and' 

ks.the two Lien have recently begun to work in credit unions in the provinces 

of Carchi in the Sierra Region and Los Rfos in the Coastal Region. The 

work load of 4 credit unions per mian may be too miuch, but this depends on 

the numiber of participants in the DCP, the ty-pe of advice given and the 

needs of the local organization. Regardless of whter themencan handle' 

the work or not, this arrangement does represent a very im<,portant development 



in the 	Federation's effortsoto provide'the D Pitoauffie tpea 

training, pbut it still leaves many of 	 of
thecredti unins 


without this essentia, input.
 

F. The 	Cost of th 
dr- -hN- Pticipant's ........... 

USAID has made grants tothe National Federation t 
:-	 Uti65,00 se ltfhee...p. :" . isbees 


US$25,000 per yeoar or US$125,000 since the DCP ws initiated in 1i961-


Most of this money is used to pay for the CUNIA technicians and adm~inis

trative expenses of the DOP.. USAID has also made a long- term~ loan of 
 ' 

nl
e3oae. bu i fte ,O~rei~4 oUS$1.2 million to the Cooperative fank of Ecuador, of which approximately', >< 

us$6o,00 has been used for the program.inp.e -

The vPhas a high dollar-to-participant ratio when a comparison isat4
 

.
 made between the total number of participants and the total amount of
 

money loaned. 
 Only about 1% of the 45,000 credit union members have
 

received a 
T)CP loan each year or about 4% since the program was started. -

Over the past four-years the Cooperative IDnnk of Ecuador loaned approxi-
 4 

mately 26% of all its funds or about 13 million sucres to -the 26 DCP credit
 

unions for use in the program. During this past year, the 26 DCP credit
 

unions 	made available 26% of all their lending resources to 900 participants 
 3 

in the DCP or 9%of their total menbership of 9,69.1. 

The National Federation insists that the impact of the DCP goes far~ 

beyond the actual number of participants because of what it calls a43 -

ttspilloverl effect from the DCP to 	other r.iet.ibers of the credit union -<~'~3 



4~ or In oaitgAwC~ntrie 'creditui~C 

80bullWa IV4 "foteChu6 have mor capi a 

tO wk.06'1t k rwre bo 'A _409r-.i hiredby.-the' 

St iv* bqn opened t 1 far prqduct s,uch as heicjet-
T eid: isa.kte ise&e to any neriber who wishes p'rhete.To 

twost aItafeted by the P However, when one 
W 'ho grn he Aiiiput ocaita into, 

11118 Qr"W4- e O i hlassistance --- it i 

Wt h b -'8Pilover" effect. What 

~or a~griculturallan 
B.re gul lan 

)I 

, 
t

" 4' 4 ae~iferec'ebeteentheni being 
e ff~~rCioyeatei .1ore hioney in relation to 

OrlA tM f on Therefore, 

-t7rpvfda the>L'frijers who have directed 

-ouorvnio),pannngand structuxe <, 
4ois *TeperatJion of' the Directed 

Proi%_-d bl V4 -hlatrcai'splij existing 

~ olowr ~i nt~ urban credit unf l ,u' 

ee q k fb i )j'per C"ntage of' the credit union'll 

4~~ s in'1A9fthe fag Pf Llembbers -to the possi~ 

IPAA 

A Aj 

http:p'rhete.To


exclusion of' the majority of members who live in the city (e'e page- 2.),; 

2) the i_anager may be spending most of is tine operating a small s-tore 
for the farmers or running the DCP, while neglecting the majority of' the 

me.bers; and 3) the farmers, because of the distances they live from the
 

credit union 
 tend to participate in fewer credit union activities: while 

most of the cormu-ittee operations and other functions of the credit union 

are undertaken by the urban members. The Stanford Research Institute study
 

sum.arized this probleri in relationship to the cost of the program by
 

stating that:
 

Aside from the traditionally high cost and
 
relatively large subsidy element in the supervised
 
agricultural credit prograi.,, the question is raised
as 
to whether a new class of members nay not be
created who are less likely to participate actively
 

in cooperative affairs because of their background
 
and distance from the credit union office. 
 These
 
m-.enbers r.ay tend to think in terias of being recipientsat the expense of being contributors. Finally
 
account should be taken as 
to whether this program

does not divert resources which can be used in other
 
ways to attain Title IX objectives; there should be
 
a study of trade-offs.16
 

H. 
The Financial Situation of the National Federation. Based on
 

present plans and future projections 
the National Federation cannot
 

16. Post. p. 68
 

17. (Most of the figures stated in this section were taken from thepreliminary draft of the Stanford Research Institute Study of USAID Title
 
IX) Albert Post, pages 31-32.
 

http:trade-offs.16


i possiblybecome a self-supporting organization byte1972 the t a 

date for USAID assistance. In order to understand fully how serious'the. 

financial situation of the Federation actually is, we maust first discuss 

the budget of last year and then turn to a discussi.on of the proposed 

plans for remedying the anticipated loss in income. 

For 1968 the income of the National Federation from its own sources 

was S*70,207 (US$22,391) of which S1355,835 (Us$16,9115) came fro the raonthly 

one sucre charge per member in each credit union. The CUNA/AID contract 

granted the Federation its major support of S/2,075,000 (US$98,810) in 

1968. The Publications Department maintains its own accounts and showed 

a profit of S/14,ooo (us$666). Therefore, total income from all sources 

available in 1968 was S/2,559,207 (US$121,967); total expendtt.res were 

S/2,396,578 (US$114,123); and net income was S/162,629 (US0.743). The 

CUNA contract funded the salaries of the nineteen key employees and the 

foreign exchange costs of vehicles, office machinery and training in the 

U. S. The Federation budget carried the remaining ten employees, office
 

expense and domestic travel and loan interest on the Federation's building.
 

As stated, the present AID assistance is only assured through 1972; 

therefore, the Federation management has had to begin to find ways to 

cover more of its costs from domestic resources. One such source is from: 

the expansion of the credit union miovement itself. On the basis of 

projections of growth in mem.bership of about 800 members per month, whichi 

is in line with the historic trend, by the end of 1972 there should be 

about 78,200 members who would contribute S938,100 (us$44,686) in dues and 

http:discussi.on
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otherte;wi~sil'o~~o oe one hal-the Federation! sabudget--

Another source of income, which was iontioned earlier is the full 

payment by the credit unions themselves of all auditing costs The 

Federation presently pays 75% of the cost of the audits, but by 1972 it 

is expected that the total cost will be borne by the individual credit 

unions. This additional contribution plus the increase in fees from the 

anticipated growth in mebership would still l.eave the Federation by 

1973 with a heavy deficit --- perhaps well over 1 million sucres (US$50,000), 

since one r.ust take into account that the larger number of credit unions 

ond imerbers by then will require expanded services frori the Federation. 

Another source of income will be the promoting of life insurance
 

through an insurance cooperative, which is due to start operating in the
 

near future. The insurance cooperative is expected to cost the National
 

Federation some money in its first year of operation, but after that it
 

will be providing the Federation with income by paying for the Federation's
 

personnel, equipment and office space which it uses. This. however, does
 

not seem to offer any sizeable resources to cover the anticipated increases
 

in expenditures.
 

The National Federations's plans, as outlined above, do not appear
 

to be very realistic. The projections to 1973 are based on the assumption 

that the National Federation's expenditures will be only 2.5 million sucres 

(Us$120,000) which is just about equal to -the expenditures in 1968. Unless 

the Federation envisions a very sharp reduction in its functions or heavy 

dues on individual credit unions or members,' there will have tobe a 



".:up by a .good amomuit to1 keep in linie with local pricerJ is. :Ia ?lsoi i 

or discussion, by the Federation's ruling body, its Board o f :Di r e ctor s £. - A I 

thorough reading of the minutes from the Board of Directors' meetings froi,1
 

January, ].966, 
 to June, 1969,, --- a period of three, r.nd' one half years --

showed that -there was not one iaceting which had, as part of its formal
 

agenda, thin topic for discussion, nor did it appear that it was discussed 
 !I j 

in relation to other subjects.l~i 

In summary, the Nationa]. Federation is trying to expand so that it
 

can become self-supporting by 1972, 
 but this very emphasis on expansion, 

The National Federation's leadership has not yet given sufficient thought to j 
methods of solving this probler.l. I ! !:ii'i'
 

I. -Sun..ry.r The National Federation !defines the DCP as a program i 

to provide primarily the farmers, but also the artisan and businessman with 

production credit through the promotion of rural agricultural credit insti

tutions. 
Judged from this standpoint the DCP has had substantial success
 

in a very whort period of time. 
 For example, 26.credit unions h ~n
ae eithr :i
 

been created or revitalized, local credit union offices have been op@ened, : : "::i)' 

mnagers trained, loa-.s obtained from the Cooperative Dank, :saving's: 

W OW,--
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E:3:-:->"-'i'::" ia hpesne'oftl Nin 4fFedraton 

have been possible without the efforts of the Directed Credit Departient 

and the personne of the Federation.
bational
nefo-producti onaiece -,ths 'with.,accruaedtfd.oan- vepurposes, bss trieud-pont outsome nodnistative! to o the da-to~da operaional rbes" 
This study has tried to analyze the DP from a different perspective
 

i.e. the mechanical and technical aspects of providing the snail farier
 

with credit for production purposes on a directed basis. It has tried 

to. point out some of the day- to'. day operational and administrative problems 

of the program. As a result of this analysis, a fwLidamental question needs 

to be asked: what should be the principal objectives of' the flOP? Given 

the Federation's definition of the objectives of the program, a strong 

argunent can be rtade that the correct approach is -to develop as many rual 

~'~ (agricult',,ral credit unions as is possible with the resources available. Inj 

this case, however, the name of the program should probably be changed to 

soimething like "Rural Institutional Development." On the other hand, if 

the purpose is to provide a truly directed program in the use of production 

credit for agricultural purposes, then the results of this'study indicate 

that the efforts of the programa should be concentrated on fewer credit 


unions in order to insure that credit and technical assistance are beingf4
 

properly used on the small farm.
 

! 
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!i 	 that they could iimprove their agricultural production. The: need fortis 

type of credit still exists; the program is still valid. The'refore, the 

fol~lowing reconmendations are offered as a few of the possible ways for
 

improving the DCP and strengthening the National Federation so that needed 

services and beneficial. programus can continue to be provided to the member- :-', 

ship of the entire credit union movement. :: 

A Size and Expansion of the DCP. In order to cut costs andt, 

improve 	 the administration of the program, the size of the DCP should be / 

reduced from its present niriber of ,26credit unions to about 5, depending I ,);i, 

on the capabilities of the local manager, the amount of supervision and 

technical assistance avaiJlable and the aiiyo h ietdCei
 

Departrnent to control and structure the progranI. All six urban-oriented i!
 

credit unions should be excluded from the program until. it can be determined ; 

whether or not the DCP is a divisive influence. Furthermore, the program 

should not be expanded any faster than men are found who are either quali- .; 

fied or trained to fulfill the roles of mnager, field inspector and agrono- .i

mist. Nor should the DCP be introduced into a credit union which does not- ); 

,display a certain i-.ininrz level of operational ability, including a sound / 

administration and active eoi.ittees. 
: :] The cost operating wouldl be : -reduced the... 	 J : of the program 	 by ,elimnfation 

!:  eof three 	of the four. prot-moters, since one man could ieasil hande i the' n 
4 :44 	 .. . . . A i 
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~A 
or two new credit unions which would be added to the program each year. 

Saddition,_.the. redu~ction .-n,.,the-. number~~o oea nh..fsieb 

the prograr would help shift the er-liphasis from promotion and expansion 

to one of service and perrit the director of the Directed Credit Depart

iment plus the one promoter to provide the necessary backstopping in the 

credit unions of the TECP. 

One of the weakest aspects of the DCP, the lack of technical assistance, *, 

would also be strengthened by a smaller program, The National Federation 

could assign to the five DCP credit unions the two agronomists who are 

on loan from the Ministry of Agriculture, The credit unions selected 

to participate in the DCP should be relatively close together so that the 

( agronomists would not waste tie traveling between cormunities and could 

be easily contacted when their advice was needed. 

The three promoters who would no longer be working for the Directed 

Credit Department could be used by the Federation's regular extension 

service, which is badly in need of more manpower. Another possibility is 

for the Federation to replace the promoters with full-time agronomists 

and other agricultural experts who could work directly with the DCP as 

the dermand from participating credit unions warranted. 

Like rost suggestions, tiis one has its disadvantages. The cost per 

participant would still be very high, even though the overall costs would 

be reduced, because there would be fewer participants than there are now. 

Nevertheless, the advantage would be that there would be more supervision; 

more control, more structure and more technical assistance in each of the 

DCP credit unions. 

fN 'il M 

| 
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B.. Statistics., Realistic quantitative goals, should be established, 

but they should not becom~e rigid requirements which represent failiure 

on the part of the program itself or the director of the Directed Credit 

Department, if they are not reached. Also qu litative goals should be
 

created with the euphasis on flexibility within predescribed standards.
 

Within this context the statistics of the National Federation should
 

accurately reflect the actual state of the Directed Credit Program through
 

two types of records. 
One type should contain the statistical informuaition
 

which has normally been kept concerning the prom.otional aspects of the DCP,
 

and the other should concern the actual operation of the program of directed'---,;
 

agricultural production credit. 
This would permit the National Federation 

to justify the time spent preparing a credit union for the program, Vhile 

not nisrepresenting any real progress in the DCP. If a credit union, for
 

exa..ple, has internal problems which make it impossible to operate a 

program or the Cooperative Bank refuses to grant a loan 
or no agronomist
 

is available to give technical advice, then the Directed Credit Department
 

should consider terminating its work within this particular credit union 

unless further attention would resolve the problem. The statistics should
 

then reflect this factual situation by including the credit union in the 

records concerning prorotional progress, but not in the records concerning 

actual progress in directed agricultural production credit.
 

C. Methods of Controlling DCP Loans. One rieans of exercising contro'l
 

over directed credit loans at the local level is to give the farmer his 

loan in farm products rather than in money. This could'easily be accom

plished where the credit union operates a small store because the entire' 
IfLI + ++++++' ++ O+ / Iaite ~ Ur +; +I+II V 
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transeiction would amiount to lit'tle m~ore than a' bookk'eeping procedure.~~ 

I :
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Sim~ilar arrangements could be node with privtt~b cor~paides'wher~eby ~the credit
 

union would pay the farmer's loan directly to the company who would then
 

provide the farmer with the farm products. Tis approach has the disadvan

tage of not being very conducive to the former's developient of a sence
 

of fiscal responsibility.
 

Another nethod of controlling the use of DCP loans is the establish

ment of a line of credit which would provide the fariier with funds for 

specific purposes at the tine of his needs, instead of uaking a loan availa

ble to hiri in a lurip sun. This has the added advantage of providing the
 

credit union with the power to cancel the lor. if a natural disaster strikes 

th, area and the farmer is faced with the total loss of his loan. Such an
 

ar eangement worked out very successfully in the credit union Daule, where
 

a drD ight caused tremendous losses, but the farners were saved froi.i owing
 

the crcdit union the full ariount of their loans because the credit union
 

cancelled all the remaining credit due the forners.
 

On the national level, it is recommended that a system of. supervising
 

and spot-checking the use of directed credit loans be. created and coordi

noted between the National Federation and the Cooperative Bank of Ecuador.
 

By cooperating in this area. both institutions could eliminate overlapping
 

work and waste ti.e, and thus increase their efficiency while reducing '
 

their costs.
 

D. Financing The Directed Credit Program. Reduction in the overall'V2' 

operating costs of the DC would naturally follow any decrease in the-size 

4' 4 . . . . . . . . . 
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the prograrm, bu~t additional funds will. still be needed -if' the 5program
 

is to continue to 'function. One pssible' soutio w'ould be t roch-'
 

USAID, which might be interested in lending more financial aid because of
 

the importance of providing credit for agricultural development to the 

"of 

small farmers of Ecuador. The problem is that acceptance of USAIDs help 

or, for that matter, further help from CUNA International or the Peace 

Corps, augments the Federation's dependdnt status and hinders its attemipts 

to deal effectively with its financial problems. After almost eight 

continuous years, it T.may be tinc to call n halt to such assistance. 

The DCP nay also be financed through the incomes of the participating 

credit unions. During 1965 for example, the credit union Santa Teresita 

had a net incom-e of S/12 52B (US$597) and Carchi had a net income of 

S5,.345 (Us$i,684) which, if the membership of the credit union agreed, 

could be used to hire an agronomist or field inspector. Regional coopera

tion, which has been noticeably lacking, could be tostered by combining 

the incomes of two or more credit unions from the sane area for the purpose 

of financing some part of the DCP. It is not recommended that this 

approach be introduced into the predominantly urban credit tuiicns because
 

it would deprive the majority of the members of their annual dividends
 

which normally come from year-end profits.
 

L. Research. The National Federation should co iit itself to 

thoroughly detailed studies and analysis of the econoiiic and social factr 

involved in its overall operations so as to find better ways to' serve more 

members more efficiently. Such 'research should bean integral part of 

all~ future planning and projections.r' ~ 



Smeexperimentatjion should be d n 
: ~~21 
, h. -- J.t, in-the,, -Dir;ec. ted- red t--Po,.riC,+, i,. 


7 order t o-in iind lss costly ways of helping the farmr, ' ossibility 

e74.<
exists, for example 
 that through a concentrated program of education and
 

technical assistance, which excludes any help from the promoional staff
 

of the Directed Credit Department or large amounts of money from the Cooper
 

ative Bank, the farmers can be encouraged to change their methods -of fariwng
 

and increase farm productivity. 
(See Section V for further discussion of
 

these points.) 

F. FinancingThe National Federation. The Board of Directors should
 

not hesitate any longer to deal forthrightly with the financial problems 

A 

of the National Federation. Immediate action should be taken on 
the
 
possibility of raising each member's monthly fee from one to two sucres,
 

This necePsarily shoLld involve a study of the possible effects of such
 

a move on the entire credit union movement. Also, the Board of Directors
 

should look into the possibility of charging each credit union a monthly 

fee based on the amount of capital or year-end profit that the costso 


of operating the Federation 
will be more equally borne by the credit unions t 
with C'ower miemrbers, lont 'Largc- capital assets.
 

It would be a vcry serious mistake to reduce 
 the level of services to 
member credit unions by reducing the number of general extensionists and
 

other personnel 
as one of the mcans of solving the financial problem, First, 

the present staff is already hnving a diff'icult time performing al oftiis
 

assigned dttieo and will find its servic:s in even greater dem.and as 
-h.
eentire credit un. ,ri cpnd.e ii m 

http:t--Po,.ri


unionsoeready fee 
 that they ore paying the na-tiqnaYorganization too 

much fort od t ahis ndlthguewial it very diicult,-for the Fiedora..

tion to persuade many of them of the need for cutting Services, while
 

at the same tirve increasing fees and dues.
 

It has teen suggested that the general extensionists hold office
 

hours in some 
Contrally located corunity in their particular areas so
 

as to permit credit unions to come to 
them with their problems. Those 

Sadvocating 
this approach argue that it will enable the extensionist 
 to
 

provide more
services to more credit unions, 
since they will not be
 

wasting time 
traveling between corpaunities, 
and that it will eliminate
 

the need for hiring additional personnel. 
 Should this approach be taken,
 

however, there is 
some doubt that credit union managers would actually
 
go to the extensionists' offices, and further doubt that their calls
 
there would antedate the development of serious problems. All the same
 
this approach merits experimentation. 
 It must be borne in mind, none
 
the loss, that to 
let office hours replace the periodic visits which the 
Lxtenoionists pay to the credit unions might result in
even less assistance
 
froi:i the Federation to its members than that currently being provided.
 

Whatever decisions are ultimately made should be the result of complete
 
and open discussions by as many credit union members as 
is feasible. 
 There
fore, regional meetings should be convened as 
soon as possible to enlist
 

the participation, help and support of the local leadership. 
Not only
 

would this help elininate the arguz-ient that decisions are "handed down
from Quito, but it would help make the final decision much more palatable
 

to the entire mem.bership of the Federation. 
 At these regional~m~eetings8< 



S!promote; liife iinsurance 'should als be idiscusd., 

too paternalistic towards its rieubers by not perrnitting t~hem Jcto makie: 

important deci sions for them.selve s. ,.This: writer: doe s not believe ithat 2,:;Z :!9il 

" " ~this is the type of relationship the Federation has tried to'develop n~ori! '!! : 
the type of inige it wishes to project. riefact that some creditunions 

feel. 	 this way does present the Federation wit a:serios prbler On 

possible solution might be to have all the Lien who :are i~n daily contact._!: .-. :i : 
wth the credit unions --- the promoters, extenSionists, uiritore etc ' 

44> 	 *,33 N 

-- attend a nuinber of group 'sensitivity-laboratories "which are. held in ; , 

various parts• of -the country under -the sponsorship of USAID/Ecuador,.,
 
-
Through such training the Federation's personnel ight discover bett er 

ways 	 to approach the credit unions through a better 

G.theiselves and type role the hre of boing,<33<3the of 	 playing.-
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Inthe early 1960sthe agricultural development
.svns 
 at
-wit" ~ a
 
USAID/Ecuador and CUNA
I$ Internationaufejt thii many smalj 
 fance .i ..
 

Ecudorwee nt bletoincrease thi -*clualotu 
 beca's 

4..<- .i.4r-.--. --.. -. s d ett .cs 
't ....; s itiA 4their farming operations. 'This lackz of capital.1 kept thie farmers in > 

a perpetual cycle of low productivity which'in 
 turn meant that they 
were not able to accumulate savings and Generate,internal capital growth,.~ 
Itwas felt that one means of ending this cycle would be to establish a
 

prograrm which would provide the farmers with low interest loans. A 
corollary of this development theory was the belief that these farmers 

could not, of their own accord, use this outside credit in the most
 

productive mnner, but would need supervision and free technical assist
 
ance in order to achieve the desired results.
 

This study attempts to examine the 
success of the above proposition
 

by comparing and studying three groups of far-ers:
 
4 1) Farmers who have participated in the Directed Credit 4
I-Program of the National Federation. The flOP involves 

4 outside credit (usually eight times the farmer's savings), 
careful planning and technical assistance.
 

2) Farmers who have used' regular2 agricultural credit fromn
 

U the local credit union. 
 This group has received outside
 

crdt(usually three tim~es the farmer' s 
savings), but-----4~ 

litletehnca assistance and no supervision.~~ 
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S3) Those farmers located~in 'credit' union~nrens. wh are,-not 

ass8ociated with a credit union.' -B,-Cnte o6i 'their, small 
famsizei th generally, hav littleac sto-- Y 

reasonable terms and receive almost no techinical asssLne
 

Methodoloy-


A. Direc~t Qu'estionnaire Approach 
vs. IndirectConversational Ap'oach. 
Stanford Research Institute) in a three-month study (ac-a 99o 
US.AIJ Title IX objectives, used the conversational appoc 
ooti
 
information from the farmers. 
 The Institute enthusiastically endorsed
 
this rmethod of obtaining information in Ecuador for the following reasons
 
1) no notes are taken, no forms are filled out in front of the farmer.,. 

and as a 
result.. the farmer will tend to be less defensive and leas likely
 

.1 
peesto talk-around an issue before he tells the interviewer what is 

acual on his mind; 3) a questionnaire tends to get an unreasoned and
 
.intuitive 
 reply because the farmer probably has never before thought 
 ~ 

about the question; 4) in a lengthy conversation the farrier is less likely
 
to fabricate an answer; 
less likely to tell the interviewer 'whathe thinkls 
the interviewer wants to hear; 5) a qeton iisvydficlfo
 

Ecuaorins
o nminste toEcuadorians because of cultural barrir;k 
it ismuch easier to obtain the farmer's opinions and'impressionsa 

opposed to facts and figures, through a c~onversation which 'covers only4-5 predetermined general areas, which the interviewer can later recall. 

0: 

fiN~N ii--
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~it -Inof the vldarguments sttdabove4ate a'd~ hoet oos'
{ tibon~of a nirber of Ecundorians, the~questiont-naire adoptewas 


~ .
 for this study because: 1) the conversational_ appropch'requires pr~of' 
sinIsupervision and tangofteinterviewers, a clearinesad 

igof' goln a lac Of' cutua intrfrence; 2) considering thea * 

lack of' funds to hire trained persne.ai ~ ~rone andVconsideringi
the ediucatiteoEundria 
bakgoud n ailtisof'teEudra interviewing team, Lhe 

questionnaire is much easier to work with; 3) the questionnaire'takes
 
less time and, therefore; 
more farmers could beitrewdihte
 

limited financial resources available; 4i)pragmatically the qustioniei 

has worked successfully in a USAID/Braz il/Ohio state University study 
~ Cof farmi productivity in Southern Brazil, a USAID/Pezru study of Supervised,
 

credit and in numerous studies conducted over the years in Ecuador, 5) 
the am-,ount of information requested was considerable, and itwould be,
 

difficult in conversation for an interviewer to remember all the questions.

let alone all the answers. 

. . -

B. Construction ofthe Questionnaire. The questionnaire was'viitten.& 
after extensive discussions with staff' members of' the Credit.UnionFedee

tinandct 
 IDEcudr Peace Corps Volunteers and va ious~Ecuedorians who& 
were experienced in this type of work and/or knowledgeable abou~t the 
Ecuadorian farmer. The questionnaire also thewas result of the examiina

tion of the following Materials: a.,questionnaire f rom Professor Nornn 
Rask of Ohio Sate Universit', which was used in a study of farmi productivi
 

Sin Sourthern'Brazil; aqusinar fro 
Professor) Ro'nald' Tinne'rmeier'. ofI7 
uJJ North Caroia Sgtate University at aleighi, irhich was luse in yo 0 

http:persne.ai


the supervised credit prgn inPr;aquestionn irepbihdb h
 

anlzn ieproduction and cooperatives i 
h uys.Rvr

U. JLLL~.1Uin ier Bains Cmini -

quetionaie 

tbyethGGuyys 


dsiged y te Gaya asi
Rier C~~lision, Ecuador;: and<A :~ questionnaire, written by Alfonso Avil6so USAID/Ecuador and used~in
 
preparation for his thesis.
 

S"'The 
 sections covered In the 
 ueonnai.LJRre' were:
 

I Locatioan Identfication~ 
2. Land Tenure and Land Use3. Labor Resources 74. Credit 
5. Technical Assistance
6. Crop Production 
7. Marketing0 8.Farm Improvements 
9. Livestocjk

10. Other Sources of Income 
12< -. 11. Credit Union Participation

12. Level of Living
13. Interview Evaluation 
 ' 

C Pretesting oftheQuestionnaire. In order to determine how muchi~' 
time it would take to administer the questionnaire and what problems
might be encountered, the questionnar waartse ih ie in two
 

separate rUral commirunities. The average lenagth of the interview~ eof bh 
farmers in the DOP was 40 minutes, which was well withir,the prescribed

time limiit. It turned out that this. gru or iln to give o 

44~44 "4 its time than was the group of farmers' outside the credit union systei?"<,
 
4beca~use 
 the interviewer was usually 4introduced 4by a 
representative.-of the
 

44credit union, the farme's2 were,,eager t3 talk abu hags in their, farm 
.<4444 operations 4Qand4 ' L4 .ing they' eeacje i~ bnians ieri,ue u n±ArWa e 

er acutre 
 to 
 ti
 

use4 ofcedt
 

4 

4 



Fo thsefarmers who hadno conne on.wi.anycredit nstitu ion, 

the'verage length of. the, interview wat 30 miinutes:whichwas probably,,h 
~maximum am~ounit of timne that ,could- be :pent- yith individual~s in this group
These~farmers were~ hesitant about awrngueins and I. heacue 


~ nevee 
fbeing eithe-&counis 
 a tax collector. 
It was noted 
that these farmers all began to resist the&questioning around the same
 
section in the questionnaire. 
 In-an attempt to build more confidence inthe earlier stages of the 
 thterview
equestionnaire was later 
 ang 

so that questions concerning the more sensitive areas (e.g. the number of 
animals, crop production, farm improvements- etc.) were placed in th latter 
part of it. Some questions were eliminated altogether. The interviewing 
of the farmers in this group took about 10 minutes less time then did thtt 
of the farmers within the credit union because various sections of the
 

questionnaire did not apply to the former in as 
much detail.(e.g. use 
of 
credit, technical assistance, credit union participation and adoption of 

new farming techniques).
 
Through pretesting of the questionnaire other problems 
 became appar

ent. The managers of the credit unions wanted to sit in 
on the interview
 
which would have prejudiced the results, Lack of transportation appeard
to be a serious handicap. For example, it took over an hour to get to one 
farm only to find the farmer was not t home. 
 It was also realized given
 

4 1. " the limited sampling to be made, that the farms to be visited in the 
the
 

different groups all had to be approximately the some size.'if a valid
 

coprsnwas toJbemade. 

,the relative accuracy of the farmiers' resposs t~ pee'igdemo'ns 

NY 
''III 

~.. _
 



temrcived an ntensive two-doy trai'ning :courebfr-eatu 

he' roduc on b ar o Flores 

-Dire ctor: of the ,Directed CrditiiDeparts!, ho ielaboratedonteprss 

cnenneahqetoofthe questionnaire, etc; ) adicusio 
of ho to ccompl tse weimrtobusectoive arcromplte te wo wish 

•
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D h amIvstdthe interview washeornpl. ndae riigof nhterhe erveor 

i ::.. :possible :solutions; how,to conduct an :iriterviewi specific instructions: i ' :! 

the fire eld.ah t o answer qe~std sbasof~1 hi erta h 

etc.; 5) instructions on how to-complete-the,expense account sheet;
qesto of thens quetioninaranhw questioneas tbvi iterhsproed2K
each -i 
ofme'
 

, , role-playing actual situations which they'might encounter, ;:sdch'as th
 

tgerentes" or manager'sinsistence upon stigin on theintervew or
 

ofthe te, fures viscied whcesth athe intervias copleted ornot,

witha farter Drin Ctthelit Department, lbreot pp s
field. w 


,- ,... . .,,E.. Work Procedure., Th e e m mb r o f;,the i t rv e i g te m w
 ld tatihey could use horses- buseson o the raioaer reasonable
 

posbe sriousiohadicap an inmtee specfi '
wtcondwch tinsuts 
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Aorder 

IAinterviewers 


able to 
 uis those farmers who lived acl
 

Credit uion. These foro ers, because ofAwhere'heyolsv, a r ess t 

.participants in thie activities of the credit uno i.e. 'tedfer
 

reqredcourses e 
_"od e onsderal' ,"nstaor:,tr................. lerer-.e ,- the.ur"vey
 

A. ... !'. i'des not reflect the.best sampling of thisf .rticular group of farmers 

that. could.. have been obtained. It is stronglyrecom d.ed for f tue& 

studies that better me.rns of teaportation be provided within the site.,
 

,,Thesixth 
area sampled inthis survey was Yaruqui. The f armers V' 

there were interviewed by 20 students from the Catholic University in Quito
 

supervised by their Professor, Alfonso Aviles, who also works for USAID[
 

Ecuador. 
 Besides the cost savings, the use of student interviewers
 

permitted a much broader study (30 more inter~views) of the agricultural
 

community in Yaruqui than the 
one 
originally planned. The questionnaires 

were not properly conrpletedhowever, because the students were not 

adequately trained, some were inappropriately dressed (one student wore an 

ascot) and others tended to "talk down" to the farmers. The results from,< 

Yaruqui should be weighed in the light of these facts 

None of the interviewers was supervised on a day-to-,day basis in
 
to give him a feeling of independence and responsibility. The 4 

did receive notice, however, of the names of the.Peac6eCorps
 

Volunteers in each of the areas they viie so that the Vlner ol 

telocal credit union; 2) assist them with any unforeseen problems which--.. 

. ).i s ' may avenrisen; and 3) provide this writer, with additiona'l feedback lon,-,,',j
Arvdl, 

temanner in which the work was com~pleted, Because the 'Vol eraerswe 



.,friends of the maniagers of th ediL~n s usuaJily'w1l cqane 

w~th~a nber obf farriers and fatmiliar with the attitudes~-ofth po
with nw~
ar 

f the peop 

~in th~e area as a whole, their observations aind thke ractions they obtained' 

interviewers and the reliability of the data. 

SNo attempt was made to control the type of supervisory' roles or, 

working relationships which the Volunteers and the interviewe-rs~established 

among themselves. This arrangement seeined to work out extremely well 

for all those itvolved. 

In advance of the interviewers' arrival in a community, Manuel Benitez, 

the Manager of the Credit Union Federation, sent a letter advising the 

V'manager of the local credit union that a survey was to be conducted in 

his area in the near future. Mr. Benitez asked the manager to cooperate 

with the interviewers by informing the memibers, randomly selecting the 
farms to be visited and locating them at the proper~ time.
 

F. Cost of the Survey Each of the three interviewers received a 

cosofhistransportation. Each man completed an average of two or threeA
 

inevesady n iihdthe 184finterviews in approximately five 

wekwhich also included the timu spent in training, traveling and the. 

writing of a report of their experiences."4,. 

Thie students from Catholic University completed 4intr.6w6i 

iYnruqujj during two successive' wendataoalcost of S/300 W('S$l5.00, 
4representing 
 the cost of their, transportation.
 

j 4 4 ,~ 

4 

http:W('S$l5.00


V' , Thus the cost of the entire survey'.ircluding~slre'l'asot
miscelaneous'expenses mssS/i647 (Uhi
 

e7 the originwal estime sb cause studeets s 

Sinaried outDthe ihtervie in one area,at a nominal cost ands4one member T 

.- of the interviewing team was already under contract at USAID/Ecuadr and 'ii; 

' N . therefore. receivedpayeonly for r i h erforned duringweekends
 

S Size and Distribution of the Sample., In order to std 
a cross
 

section of the various personnel and the participants who were involved
 

in the Directed Credit Program, it was decided that the farmers from a
............. ~ ~~theorkewreich hbniep: '
~i. !)~ 

total of six credit unions had to be selected --- three on the Coast and 

three in the Sierra, each froml a different province -- because, whtle 

thr eemore Directed Credit Prgraiais in the Sirra Rgion (1) hn 

in the Coastal Region (), the average creditunion membership in the
 

formier region was smaller (334~ mermbers) than in the latter (4f59 members).
 

**The iceason for using the total credit union membership along with the total
 

number of participants in the DCP as guides to determining the scope of
 

the study -was that the size of the farm~ing population in each credit union
 

was not known, nor was the actual numnber of farmers involved in the DC?, 

since itwas wrong to 
assume that all members with directed credit lons,
 

were farmers (see page 2'7). 

The other criteria used in selecting the credit unions to be visited, 

in addition to the area distribution requiirenient mentioned above, were
 

that the credit unions had to have a Directed Credit, Program,~technical
 

assistance, a difffeIence between dir<e
a..'. dlff '-,Ie
 and 
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loasanadequten er o f s ng both types of loans and 

finally, a program tha had been i eoperation for a number of years. 

When these cieiwr api dothe reit unions reported to be in 
-~the DCP--theffol-lowing-resuls-were-obtainod:-

Out of the list of 26, seven credit unions were eliminated because 

they did not have an operational Directed Credit Program' Theyr were John 

,n-~ose' .- d 
F Kennedy? San Jose'de Chimbo, La Magdalena Radiofo'nicas, Sucua', Daule,
 

Kand Tosagua. Six others --- San Pedro de Huaca, Guayllabaraba, La Buena 

Esperanza Pedro Moncayo, Iru and Santa Rosa -- were eliminated because 

they did not have any personnel who could give technical assistance. 

.. . One of the main objectives of the study was to isolate the farmers ,: 

who participated in the flOP so that a comparison could be made between them 

and the farmers who used regular agricultural. production credit from the 

same credit union, The questionnaire was structured to facilitate this 

comparison. Therefore, six credit unions were eliminated because there
 

was no discernible difference between these two types of agricultural loans. 

The six were Carchi, San Gabriel, Guaranda, Pallatanga. Babahoyo and BahaA
 

The credit union Calceta was not selected, even though it met iost 

of the above-stated requirements, because its DCPwas less than one year 

old. Finally, the credit unions Santa andVinces werenots yeresita 

because they had only two farmers and four farmers, respectivey, using 

regular agricultural................ loans. Neither group st~f i en t&of farmers was of suffic 

i . .,: . i ' 
i !! i i i

!~i:



~size to Mal~e the necessary. comparison with the, DOP, TMt left ol h 

~credit uinSn gel, anPdr and,23 de .Juiio 1-'- ,;S eGianujoYaruqui 

which met all the criteria exep th radsrbto eurmns 

STherefore, SnPedro de GuanuJoiwas eliminated because it was in the samel 

province as San'Miguel; 23 de Julio was eliminated for the same reasonxi' 

and because 20% of the farmers in its DOP were interviewed during ,the 

pretesting of the questionnaire. ~ 

The credit unions San Miguel andYarugu± were chosen as a result of 

the above-described process of elimination, but four more still had to be
 

selected. After lengthy discussions with the National. Federation, the 

9 credit unions flaule,. Iru, Santa Rosa and Carchi were finally selected 

:~,. because the Federation officials felt that these four'credit unions had 

the best programs in each of the different provinces. They insisted this . 

was so, even though Daule reported no one in the DO? and Santa Rosa and 

Iru did not have any technical assistance. Thus, the sample which was 

ultim~ately decided upon was inadequate for a number of reasons, but
 

representative, nevertheless, of some of the better programs in the DC?.
 

The following chart indicates the number of farners interviewed in 

each of the six credit unions and their distribution within each of tnel4 

three groups. The numbers inparentheses represent the percentage of. 

the whole group that was interviewed (e.g. inYaruqui in Group I-- th -- 4 
farmers in the DO?-- 15 farmers were interviewed out, of' a total: of 

29; therefore, 52% of the whole group was fnterz,±ewed) < 
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CREDIT'.UNION, PROVINCE 'LOdATION GROUP' -I*~GROUP .II* GROUP .1.11 TOTA',

1 gYruqui~<Pichinchn.Sierrn d 1 5(52 %)~' <20('53%Y 1", 46 

Sierra2 ~ 11(5% 40(6%) 10A'~' A~2 

.~ Carchi Tulcan Sierra 12(8%) 20(10%") Af,§20 ~ <52 

~'-~35. Iru Los Ri~os Coast 11(16%) 1(6)1 

:1.6. Sanita"'Rosa El Oro Coast 5(13%) 11(20%) 10 25 
54+(20%) 95(26%) 2 230 

" 

*Group I - -- Directed Credit Program
Group II - - Regular agricultural loans from the credit union

Group li:I -..- Outside the credit union systemi 

The' 54+ interviews performed in Group I represent a sampling of 3%Of -

(3all 
 the farmers who have participated in the Directed Credit Program since
 
its inception in 1965. The 95interviews conducted in Group II represent
 

a sampling Of 5%of all farmers -whohave had regular agricultural loans/ 

during the past year in the 26 DCP credit unions. 

3, 

H. Report of the Interviewing Tani. The three-man interviewing team, 
after having completed all the interviews in the field, submitted the
 
following report on its experience: 


' 

I. Impressionsofthe iveAreasVisited; 

1. SanMiguel is located in the Andes Mountains. Its principal crops 
 '~~ are corn and wheat.' Its topography is uneven. The farmers in the area
have problems with the inarketing of corn and other products. 'There is
small percentage of IindianSrin the population. a
 
A 

The manager of the local credit union tried to help us 3as much ns ''possible, but there Tins' some delay in carrying out the''u~ybcueh 
3 i~not work full' time inthe. service of <the crdtuiion,<The Penca Corps 

7 



--- ~~cK > 

Volunteer was very cooperabive and gave of his time willingly. We feel t ,Dt 
erson fhei e in' the' are, ltswl otearmersa they.,o 

to him. 

iThe main difficulty we had -here in coripleting our wiorlk wasp ini the lack<T 
- eof i travel fronthe!towntransportation andothe long distances we t n 

ftot.redifferent comunities and from one farm to another. Becauseit was
 

-,cedifficult to get a taxi, horse, etc., mos f he OrWasd i by al1ein,
 

2. Carchi is also located in the Andes Mountains which accounts for to'e '
 

unever, topography of the land.- The area is good for the cultivation'of wheat. 
and potatoes and also for the raising ofcattle. It carresoutn uch of
 

its commercial activitywith the neighboring country of Columbia and'the
 
rest with the Republic of Ecuador. The population is mainly "Mestizo".
 

We should mention that the manger of the credit union is not capable 
of relating to the farmers, especially those who are not'members of the 
credit union. For this reason it was difficult to obtain the immediate 
cooperation of the farmers, which made our work complicated. - - --

was no problem in this area as for as transportation was concerned 
because there is a highway which connects the different communities. Most of 

the time we used taxis but r 

* -There 


some places had to be reached b foot because 
of their distance from the m~ain road. 

- 3. Daule is located in the Guayas River Basin; this area is mainly used
 
to grow rice. The farmers utilize the artificial waterways by placing pumps
 
near the water's edge, which is very important to the agriculture in the area.
 
The farmers have problems with land tenure, since most of them are tenants.
 

- ."Their main commercial center is in Guayaquil, but they still have certain
 
problems in marketing rice. The farmers in Daule are wise and cooperative.
 

The credit union is very solid economically because of the work of the
 
manager. He clearly understood the purpose of the survey. We had no problems
 

-
performing our work because the manager works full time and was in a position 

to cooperate.
 

It was difficult to obtain a car to get to the different communities.
 
Therefore to do most of the work we travel by foot or canoe, which is not a
 

A - very reasonable means of transportation because it presents many risks. We 

had no problems in obtaining information from those farmers who were members 

of the credit union. However, those farmers who were not members resisted 
2.iving information because of some previous problems they had involving land 
tenure. 

We were informed that the Peace Corps Volunteer in the4 area worked more 4 
with the National 'Rice Commission than with the creditl union. The leaders
 



4', 

of the credit uionconsidcrhi py- and a person who~does mre harm than' 
good.-Tis is probaly.the rz16take or- the fault, of the credit union.o 

P 4rt.oCatorana. Theprincipal products of this areaare ricanderenana 
The area is very:swompy which makes travel by landvery difficult in both 

: winter and sum uer.There areeno artificial waterways. The people were'< . 
cooperative. There is no Indian population. 

ihe janager because of his lack of training, was nothn a poit ion to 
understand the purpose of the surveywhich we were doing.. The credit unioni7 

is not able to hire a highly educated person to perform the work, and'this 
probably accounts for its weak economic condition. It should 7also be riention 
that the work of the survey was not done in on orderly and continuo manner 
because S ana was the only person availaible to be our guide. 

This is the place where we found the greatest problem with transportation. 
the city. 


it was necessary -to use deteriorated canoes in order to reach the, homes of
 
some farmers. We should also mention that we tried to get acar from USAID/

Ecuador which was used by the Peace Corps Volunteer, but for some unknown 
reason it was impossible to use it. There was no oppositionfrom the farmers 
in the area *o the giving of the information, which made the compilation of 

Part of the day we used a bus which went only 6 km. froia Therefore, 

the data very easy. Some of ther farmers who were not members of the credit 
union, however, did not want to cooperate with us because they did not under
stand the worc we were doing. 

5. 'Santa Rosa. Bananas are the main crop in the area. There are 
waterways Most of the commercial activity is carried out with foreign
countries. We should mention that the methods of exporting bananas have 
been improved by new techniques which have benefited the farmers. The small 
farmers receive little attention from the National Banana Directorate where 
fumigation of their banana crops is concerned, although they pay a fee for
this service. Meanwhile, the large farmers receive all the advantages of..
 
this service.
 

The manager ishighly trained, and was capable of understanding the 
reasons for the survey. He works full time for the credit union and was 
able to cooperate with us. The credit union is in a very solid economic 
position. The Peace Corps Volunteer, who worked with us, is a dynamic 
and enterprising person who has very good relations with the farmers ind 
knows the area well. He was a positive influence on the survey we performed, 

It was possible for us to reach all the places by using the public buses 
which have a daily service. However, many farms were far from Santa Rosa and 
many of the farmers lived great distances from one another, which meant-hat 
we had to do a lot of waling.in .. 

4".
A-


http:waling.in
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B. Forsib wihRguagiutheDrecteCredit
teFrmers 
 Progtamced thether
 

Atloo e wh a t c p te';.in .this program are generally more e+
nthusla sti
 

...... and advice.
 
wutyobecardethe"s noutuechiasitneaaspriiht~rfz,

farmers wth regular agricultural credit .had lower incomes and 
ue e

newagricuirteal techiques. ppWeefeel oo the fa
a this is atteiucble 

wthat they receive smaller loaes and than theyare oflttle lers nberutet 
in modern methodsof agriculturei They seem to havea less optismisti 

C.tFarmes who
w l reentMembers rf the Credit Union g We saw tha t tese 
farmers stl have a m'TV"' h traditionalist viewpoint. m t faSeldomo did weee r

Asnthis group who had a desire to change, to progress, et Most of these
a 


i
i~i,: people'are not-inerested i'i,new agricultural-techn'iques.+, 
 L-+ {i::i!:
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oe oretechnical assistance.If thisis 
nt ossibleathendvianagers andufieldyinspectors sh ldihe terughl 
trained soFthat th RgulA cuaredice t es inparteA'lotast , 
the managers of the diffcultu credions should classify ansin acor -


ance with the special regulations of the program
(4~jarmrs til hae atraitinalst liiewoin. Slo did we -mee a farde++i':'¢ ++.:f
 

pepl are+ not.interested.+= iii+ ne. giclualtcnius
 
I++ 
 _
 

C. arerswh Ua eno t.e bWerisw t t
 

http:assistance.If
http:of..ter........ut


II The Results 

A. Land Te'nure and Land~UseX 

1. fFarm Size. Farm, size was divided into~fouar groups: , .i0 

---- he cae-K-orless;-l. 1, 5. 0-hectores-,. 1--1. 0- lie-tores,- and-10 -1-or 

v*more hectares. Individual farm sizes range frori a low,, of 0. hetrsi 

Daule and Yaruqui to a high of 84~ hectares in San Miguel. The saiple,' 

however, primarily consists of farms which are ithin'the1. 5.0 

hectare range; 54i.5% of the forms visited in the Sierra Region and 70.1% 

of the farms visited in the Coastal Region are so classified. Thesecond 

largest group of farms is in the 5.1 - 10.0 hectare range, as a total of 

19.5% and 1B.7% of all farms visited in the Coastal and Sierra Regions 

K . respectively are within this classification. Unexpectedly there is a 

* higher percentage of large farms (i.e. 10.1 or more hectares) in the Sierra 

than on the Coast. 

S : A tabulation of the farm sizes according to the three groups of farmers 

interviewed (i.e. Group I, farmers in the Directed Credit Program; Group II, 

farmers who use regular agricultural credit; and Group III, farmers outside 2? 

* the credit union system), shows that there is almost no variation among 

each of the groups located in the Coastal Region, although the farms in 

Group III are slightly smaller than those in the other two groups. In the 

Sierra Region on the other hand, the average size of the farms in Groups I 

and II is approximately four hectares larger thanthat of the farm in-, 

a iqi;< :?,: 
Group III. 

1
,,< 

This disparity'does not hinder a comparison of the characterist~ic 

and performance of farms within each region and am~ong each of the three 

" " # 
-'*Ahectare 
V'akO'' g'

, 
.. .. 

is a land 
{.'.,, -2, . . . 

measureequal 
... ... -4- ( 

to 2.47a'cres. 



groups.- The reader should- be conscious of this ~differencei the:average 

size of forms in analyzing'theatawihfolw. 

AVERAGE FAM SIZE~~ 

1 Sierra 
:Coast& 

Grouip I (DCP) 8.9 Group I (DCP)4.
Group -II (Regular) 9.2 Group II (Regular) 4 j3 
Group III (Outside) 4.6 Gru 1I(Outside) 39 

PERCENTAGE DISTRIBUTION OF FAal SIZE ACCORDING TO REGION 
Total Number ofHectares 
No. Of
 

Region Farm~s 0.0 -1.0 10. 1 or rore 1.1 - 5.0 5.1 -10.0 


Sierra 
 123 9.8% 54.5% 19.5% 16.3%
 
Coast 
 107 6.5% 70.1% 18.7% 
 4.7__
 

236.3% 
 6.7% 19.1% 10.9% 
PERCENTAGE DISTRIBUTION OF FARM SIZE ACCORDING TO THE THREE 

GROUPS OF FARMERS INTERVIEWED 

Total 
 Number ofHectares 
No. Of


Farmers Farms -0.0- 1.0 1.1 5.0 5. 1 10. 0 10.lCrrLore 
Group I (DCP) 54 3.7% 57.4% 20.3 85 
Group II (Regular) 94 6.4% 56.4% 25.5% 11 7% 
Group III (Outside) 82 1.3.4% 70.7%1 11.0% 4.8%~ 



- a ----

2.. Land Tenure. The principal tenure form in "the SieraRgo 

aisi ownership of the !farm by athe~farn fml. oa of65 't 
in~ reinonal
~ this 	 adthy operate an 1%o these~owers 'have 

;a.F. 	 to the three groups of farmers interviewed) the farmers who are outside the 
credit union system tend to have a higher percentage of f arm ownership
(approximately 15%) than the other two group.Tenx otcmo ye~-

of land tenure is the combined classification of either ownership-rent or.
 

ownership-partnership which accounts for 23% of all farm units studied in
 

this region.
 

In the Coastal Region the principal tenure form is quite different
 

from that outlined above, as only 19.6% of the farmers Interviewed own their 

* own land, while 72% rent all the land they operate. Of those farmersa
 

renting land, only 9%have a written contract with their landlords. These
 

figures appear to be relatively constant among the three groups of farmersa
 

interviewed.
 

The partnership for. of l n tenure do snot 
ap e r t be o ul r i
 

either region of Ecuador as only a few farm fam~ilies (3%) have this type 

of tenure arrangement for all the land that they operate. 

Thus, it appears that a more serious, land tenure problem~ exists in the, 
Coastal Region than in the Sierra Region from a standpoint of farm rental 

"4 vs. farm ownership.a 



-1,12

gr 3SIERRA, REGION4 123 FAIRMS 

~ ~ji: Group ~Ii 4:Gr~oup2 II Group III 

-Ownership-
~ (with 

2 
'(22)~(0 

---_33---. ~80 
(30)v:T 732~5 

Rent 
S(with written contract) 

13 
()(2) 

2'6~~ 
(2'y(5) K~~ 

Partnership 
(with written contract) 

2 
(0) 

3 
(2). 

2 
(6)' 

7 
2 

4. 

*Mixed 9 15 4i 28 
(with written contract 

and title) (3) (5) (0) (8) 

112
Other 

38 44ii 41 123 4 

COASTAL REGION -107 FARMS ' 

Group I Group II Group III
 
(DCP) (Regular) (Outside) Total
 

9 9 22Ownership 4i 
(with title) (4f) (8) (9) (21) 

Rent 11 36 31 78 
,(with written contract) (i)(2) Wi (7) 

.1Partnership 0 0 1 
(with written contract) (0) (0) (0) (0)
 

4f 6*Mixed 
(with written contractS 

and title) ( 4)(.)) (6) ' 

Other 'svS 

2 <S5.S5c*Cobination classification of either ,ownership-rent 4 or ownership-partilersh.p. 

W'.4 
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great d fsezrenceo LandpUesr.There do not appear t o:be any 

in 	 the percentage of lande fr.ed among the three r d i 

Between copp and the Coastal Rions,ofsformsissiho.wever, ee thSierra there n, 

does -appear to--be -7so,-,e ariation'7in-7-ld&use -;-There-also -appears -tEobe-8 

difference when a comparison is made according to farm size, i.e. the larger 

the farm the smaller the percentage of land cultivated,'I 

PERCENTAGE OF LAND CULTIVATED ACCORDING TO. FARM SIZE 

Region 0.0 - 1.1 1.1 - 5.0 5.1 - 10.0 10.1 or more, 

Sierra 100% 76.5% 79.1% 59,9%, 

Coast 100% 93.3% 85.9% 53-0% 

The fnct that slightly less land is farmed in the Sierra Region than
 

I ~in the Coastal Region isprim~arily attributable to the Sierra's topography 
(i.e. imountains, rocks, etc.) and the practice of. using more land for
 

• ppstures. Only four farmers --- ,two on the Coast and two in the Sierra --

stated that the amount of land they cultivated was circumscribed by a lack 

of money or credit. 

REASONS WHY TOTAL AREA NOT CULTIVATED 
(nu.ber of responses) 

Sierra 	 Coast 

Mountains, pastures, rocks 57 - Mountains, pastures, rocks 12 

Not enough money 2 New land acquisition 2 
Other 10 Could afford rental only' 

part of year2 
Other 

I 	 .4.3., 4 

,a .	 ;a..-w'. ': 

419
 

i-- 4 
2 ~ ~z 



deelpmn wer no deemnd 

-~ *-'.* . . :;+IlJ4.i:. 

twor-ous-represent s-a-on siderable -difference-21he-reasons fr ti 
~ ~~~ui~ nrae reetyn.ie - -z~ihnGroup the)D14P(5.9%woftotal 

NUBE O FRS INCREASTNG!'ISZ 

GopIII (Out~side). ... (12 o.f total) : 

'4 ""'. 

~~~~B. Form Work~ers- -;ii! /:9.ii: : i!)i; 

a-,, The labor supply ailabe is composed of two typesofworkersa"r 

family and hired labor.Noidemasdeton te ofe aon 


: productive work performed by these 'two groups byl assigning .to each o;if ;;th~em %\i 
a computed tvalue Rather thispart of the stuy tries oly to detmB.Fil Farm Workers . h vrg omfml ossso 
othe )(t fa)iy woers available andthe numberofadditionalao of ftartl

frm laborers hired to(work5either temporarily orpermanentya nthe fa 

Sbetween five and six mebers in both regins nd in allgroups exept far-I pr..; ' , those farmers who are o se f the creiup ion stsi.in to ch oftSieera 

.Region.Their average faoilyesize is approximagely fr fmi c o 

Gb five and sG o a p in apt 

those fa Rersuhare 5utd theofou (rdiRssemuarierr
in th 
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The nunibr of family frn workers under 15 years o age', 3 n i 

on.~Qthe Coast,adtez is'only a slightly high tendency to use ths 

source of labor -inthe Sierr Region. The aerge number of family-worer 

15 years of age and older isr l osatin all~groups 'With between 

one and two family members working on,each ffarm.

5 AVERAGE NUMBER OF- FAMILY FARM Jqo±RauRS 15 YEARS, OF A~GE AND OLDER-

Sierra Coast 

Group I (DoP) 1.4 Group I (DOP) 1.5 
Group 11 (Regular) 1.7 Group II (Regular) 2.0 

Group IXI (Outside) 1. 6 Group III (Outside) 1.5 5 

Of the family farm workers 15 years of age and older, the head of the 

household is the major work contributor. In fact, in 52% of all the f arm 

units studied in the Sierra Region and in 69% of those studied in the Coastal 
Region, the head of the household is the only family farm worker. 

In examining the average ages of the heads of households it was found 

* that they tend to be much younger on the Coast (3 than in the 

Sierra (45.0 years of age). Also, all credit union members within their 

S respective regions --- Coast and Sierra - -- tend to be younger than those4 
S- farmers outside of the credit union system. Those farmers outside of the 

credit union system on the Coast, however, are still younger than the 
youngest group in the Sierra. It is also interesting to note that those 5 

4, farmers in the flOP in the CoastL2i Region 5are about 6 years younger than the, ' 

- farmers who use regular agricultural credit; this distinction does not-'' 

exist inthe Sierra Region. ij,5 



Group III ((Ot ieC)
P .... 542. 1, Grroup'; I (DC",P ) , \ :':-''r," t 
 : :,32.1. 


-,,,: .....
: - ' ; ,.Hired 
 Labor.: ,	Only.14 •out of.all the :230,f risited have 
4 slngo raSt :~!?i:,permanent worlze rs ':and ;there 

a re ;:non e sin aan G r o up s :i ie'i h 'e i
I II f arm~ n t e o
 

Ecuador:....
of:./ 	 ,.:.;..Two farm in..
?nthe Sierra-have .30 and 10 permanent !
;laborersi
 
Sspectively.
 

:!:;;;:' i
) :;Most farms hire between three and six temporary ~workers l;a ;year,): 
i
 

)''')
;' i primarily duing ,theseeding and harvestingo rps nteCos hr
 

:. ... 
do.not appear to be any differences in:/h nebr-d:tmori;~kr~ifd:.:); ,'!}il

but in the Sierra thefarms inGroup avergealmost four me 
t
 

oroupppoeeranent rouIs 	 I, andthree more temportfars are nppoeinmaney Group hectfares w than-	 iargeethrrgann
he farms in Group II. The explanation fir thesediferences possiblies
 

in te dipartiesin cop 
ields among these ;three groups of frm (e

"Crop Production" page-i38), as there "are no s u'b s t an t i a l .d lf fe r e n c e s
 ',!/ in-:;':-

the(average number of family1farm workers and:ras beteen Grups I 
 9and
I,
 

there are no differences in the size of farms 
 It should be remviseed h ' 

roup III farms which would definitely have some bearingonthe numbere 
S)oke d workers hirrede 



AVERAGE NMBER OF U2PORARY Wo IRS, ' 

SieraCoa t~ 

Gr up I (D P 6.5 , Gr u 1 t4)3 
IIp(Iguar (Regu 

rroup<III (Outside) . Group III'(Outside)<> k.3 

The teIporary workers earn between 21 
 '23 sucres per day in the coastal 
. 1-Region and between 10 14asucres per day in the Sierra Region. In the' ,. 

former region, the most prevalent forr of' payment is in cash, but in the 

latter region the mixed form of cash and food is almost as commion. 

C. Credit 

' 

1. Noncredit Users. 
The farmers who are outside of the credit
 
;~ (~ union system exhibit a 
very limited previous history of the use 
of external
 

capital when compared to the credit union members, i.e. only 12% of the
 
Group III farmers in the Coastal Region and 34%.5
in the Sierra Region have
 
previously used credit. 
 When the noncredit users were asked why they did
 
not borrow money, many of then gave ambiguous replies, mainly because they
 
are 
ignorant of what is involved inborrowing, fearful of being placed in
 
debt and wary of assum~ing; the responsibility of having to pay back an
 
obligtin 
 Ths therc. appears to be a 
need on thepatothlcl
 

credit unions for better education in the agricultural community regarding 
 " 

~~ the advantages of belonging to a savings and loan institution andr'egarding <7 
the limited risks involved in using borrowed capital. 
 " : 

N n 

1 



IRS0NS WHY GROUP III FARDRS 

Sierra >oast C ~ **r 

.ili
 Never needed 8 Never'-needed' l
iiity c5N { 

Do not like obligations~ 2 Fear, of -ability to pay bac]"5
,erabout it>0hough ____2. Others.orno answer--N 

Fear o~f 't&pay back oie,, 

.ohnsor.no answer 10,
were
 

27 

2. Credit Users. The allocation of agricultural credithamong 

the various credit sources demonstrates that without the National Federation's-',. 

credit union system the majority of small farmers would not he using outside 

capital. Of the 257 loans rcceived by all the farmers interviewed, only 58 

loans, or 22.5% of the total, were granted by either banks or private sources. 

Of the 58 loans, 16 or 6.2% of the total were received by the farmers who 

are not associated with a credit union. Those who are credit union members 

obtained 24 loans from banks (9.3% of the total) and 18 loans from idi

viduals (7% of the total). Thus, it appears that most farmers are not 

.. 
 willing or able to obtain credit from these sources, possibly because their 

farming operations are too. small to provide sufficient collateral or the 

interest rates charged are too high. This leaves the local credit union 

as the primary source of agricultural credit for farmers at low interest 

rates (77.5% of all loans granted). ... 

The nLmber of credit union loans per member averages more than on , 

ranging from a low of 1.1 loans per farmer in Group 11 in theredt unioni 

Yaruui to a high of 2. loans per farmer in Group in the credit unionI 


SnaRosa. 
 It should be noted, however, that all credit union aembers~>-~~ 

interviewed were supposed to have at-least one loan, either a dirrected 
447credit ior, a regular agricultural loan,, which was true. in all1 si t;uations, 

afew farmors~in Yarugu 

e......_o. ..
_-_



i 
L



~-.4[r~
0N

 
0 

r 
-:t 

-l 
0 

H
 

:J
Hr 

Lr\ 
H

C
 

1 

O
H

 
H

H
 

0 
0 

0 H
 1 

c
Y

.~
0 

0 
0O

H
 

0' 
m

H
: 

; 
O

( 

0 
C

5 

ICU 
~IP 

U
-

H
 

0 
q 

H
-

0r 

W
 

U
\

C7\ 
N

~ 
-Z

 
r 

co
 

0)r 

-H
0 

-P
 

0. 
O

H
) 

0 
0 

010 
0 

0 
0 

0 
*rn 

H
-

P
o 

O
 

H
Q

 

H
t 

0 
cl 

r=4 
~~~tr 

0
 

0 
H

 
) 

U
-*

0
C

 
-

0
 

H
l 

co
 

C
 

C
 

C
O

 
aC

C
C

tA
 

M
~

~
~

 
00 

:, 
0
)0 

( 

~ 
-P

 

p 
:'c 

O
 

0 
00 

rd 
0 



C
) ch 

4;V
 

-. 
0 

E
-i, 

C
 

H
 

) 
r CIS 

C
) 

-P
 

1
-H

 
H

-
H

 
I 

0p 

-4 
NC

U
 

N
 

0" 

0 
0 

0
1

0
 

0 
0 

_
zt 

0 
0 0 

E
-

H
 

C
C

 

0 

0 

00 

ri0oic 

C
U

j 

C
 

P
rd 

a)~
a

0j 
0 

) 
0
 

w
 

r6 

1.4 
r, 

0
 

d 

rO
 

H
H

 

; 
U

0 

0o
L

 

P4N
 

,Q
U



0 

4-) 
C

U
a)~

 

0C
Y

 

C
N

I ' 
.q

 
"

i 

'I'-4 



...
 

Alm~ost~all'.rloans are used for productiv'e purposes, the most: 9or-on, 11 

ben general agriculItural, livestock, seed and fertilizer in the Sierra
 

while general agriculture, seed and wages are the 6ost coL-non uses o h 

Coast. The farrmers in the DCP in the Sierra Region tend to use miore of 

their loans for the purchase of seed and fertilizer than do the .other two 

groups, but this contrast does not seem to hold true on the Coast., -Personal 

or consum~er loans are only~mentioned nine tim~es out of a total of 28.
 

responses.
 

USE OF CREDIT
 

Sierra Region
 

Group I Group II Group III 
USE (DOP) (Regular) (Outside) 

Agriculture 17 19 1 
(general or unspecified) 

Livestock 15 27 5 
Seed 23 7 1 
Fertilizer 11 5 2 
Land Purchase 3 5 2 
Machinery 2 
Other .7 10 1 

Coastal Region
 

Group I Group II Group III 
USE (C)(Regular) (Outside) 

Agriculture 1930 30 
(general or unspecified) 

Seed 4 25 4 
EWages 3 14~ 

Others 2 l1. t 



3., Credit Terms. would 1xpeci re ,,loanstOne normafly Tci credi. 

to abe ~somiewhat larger~in1 size than regular agrlicultural loans' because.mn 

credit wunion loan policies peri-,iit a muclh larger~loan-.to- say;ing's ratio 'to 

f arner6-in', -the -DCP. It is inpossible howevr:t mak~e this comparison 

~a4Where because the figures obtained in this study include, in addition to 

directed credit loans and regular agricultural loans; 'other typ'es of loans 

obtained by the farmrsr. The fact that all loans are included in the
 

calculations also helps explain why the average size of loans in GroupsI 
 ~a
 

and II are similar. In the Sierra Region the average size of loans in Groupa 

I is Sf-5,197 sucres and in Group 11, SN,41~2; in the Coastal Region the 

average size of loans in Group I is S/.,953 and in Group II ,) 1~87. An 

examination of the overage size of loans from commercial banks and private 

individuals reveals that they are larger than those from the credit unionsa 

~4Y. but there are too few observations to ma.ike any definite conclusions-.. 

4" possible. 
 (See the tables on pages 119 and 1l20 for a summary of these
 

a 
 resul1ts.)
 

The loan period for m~ost loans approved by the credit unions in the
 

Sierra is 
one year, while the loan period in the credit unions on the Cuub j
 

,a~a ais six months. The reason for this difference is not known, but ita might 

give some support to the notion that tho farm~ers on the Coast. are nore aa ' 

realistic credit users that the farmeri in the Sierra, and thus are more'a 

likely to tie their c-.dit to the gVowing cycle rather than to-try to >

astretch 
 it,out over a longer pe- 'iod of time. It may also indicate a 

concerted effort on the part aof tie credit~ unions on theCoast ato 'provide1 

twice ais. many m'embers *;ith credit in a year S timie. The "loan period for 

a . .4.. .''
.a 

- 4>' 

' 

http:because.mn


--

os on fror, cimeciL ,ban1 s is 0 er: one year,. and in .som in ces, 

as :long. ais three years. 

~~ AVERAGE LOAN PERIOD ' 

~Sierra Region~~ 

__________Group I 
S Loan Period~ 	 GroupIGrou 

01 6 months~ 4 1

61 -. 12 mobnths505

More thaniya 	 84 41s 


69 	 73 9 

Coastal Region
 

Group I Group.II Group III
LonPeid(foP) 
 (Regular) (Outside)
 

0- 6 months 
 23 	 543( 	 6. 12 m~onths 61.3 
More than]. year 1 4 1 

30 	 69 7 

Interest rates appear to be lowest for bank loains, 
but the 	informia

tion sunarized below does not include the commission charges and other
 
fees which in Ecuador normally amount to 3-4%. Thus the effective interest
 
rates charged by the credit unions in both the Sierra and the Coastal
 
Regions are generally 
 lower than those of banks. This is~also confirmed 
by the farmers 'themselves, who prefer~to borrow from the credit unions
 

rather than other lending institutions because 
 of lower interest rates 

(see page 125). Although there were few observations, it appears that 
most private lending sources charge usurious monthly interest which 



rates 

http:Group.II


run ash s10%i some instances i n he'Coastal egon 

MoNTLY INTEREST RATES AC CORDING TO CREDIT, SOUCE 

... A VE AG ,++j:+++i+.+sM O1+Y ,+ +'INT+++++,+++: . ? ; ... 

IT
r o p-I------'-Gop-I-I .Gou T 

~ ~Credit Source (DCP) ~ (Regultar)e 

Union 10.5% 9 j 

Baonk 9.5% 9.1% 

SPrivate 24.o0%I 19.0% 120-~ :11< 

'Credit 


Coastal Region
 

Crdi I Group II Group IISureGroup 

CreditSource (DCP)_ (Regular) (Outside) ~~4 

Credit Union 12.0% 12.0% 

Bank 10.0% 8.5% 9.90 ,< 

54 1% 90.0%Private 75.2% 

',-"' asked4F. Credit ++Service. When*' *:+the''+credit unionA+,+membersA were+A +p + ,++ J +
-"A:+++++ 


A ) - U- 'A+'- ht;
 
AA +++ , AA++.U'+++'R4;-A A
)++ AA 

why theyA,prefer--'dA'to borrow from the credit union rather than from other 

lending institutions or individuals, they overwheirgly replied that they
. ......... ' .AA) f AAA-AA.... ; A4AA4 44~ A 

+#i + + +J
++
 
++++ + + 6 p I ++?+ i++A4AAA.A0,'AA ~
+++++:+ +:+++:+ + + + : ++ : The next most-cited reason
 

is lower interest rates. When these sam~e farmers were asked what problem;W
 

receive better service fromi the credit union. 


which raises the possibility th~at many farmers, through~fear of offending
 

naAeA o.r th cre t cmA'' it a therby opar- U 

Sthey ae withgtheir crdtuinolh7oto 3 a ne 

4 



for ~futuyLe credit,, were being very cautious in-not -offerin g:,some con,6structi 

amtcin.it is also possible, hiowever, 
that thes farmers are genuin'ely : 
plaedwthteservice they are receiving, eS~p6cill 
 toco

-- what-they-norml-lyftitiitions.TeMa-nriceivi 
also
be appreciative'and proud o~f having a saings and loan organiizat
 

in their own corLunity of which they are a part, and are not critical or4 
deadn fhwit 
 functions.. 


<-

REASONS FOR PREFERRING CREDIT FROM CREDIT UNIONS 
Sierra Coast 

Lowteinervtres 
 37 Better service
Lo neetrts9 37 
Advantages of membership 

Low interest rates 14
8Status as member ofProducts sold by credit 
 credit union7
union 
 7 Other(N Status as member of credit4 8~ 
union 4 

Other 
 ., 15 

Credit unions appear to render better service than banks where
 
the aaount of time that elapses between the request for a loan and the 
receiving of credit is concerned. For uxamnple, a farmer in the Sierra 
waits an average of 23.6 days for a credit union to honor his request for 

crdtand 36.1 days for the bank to do so. In the Coastal Region the'
 
difference is even more dramatic as a farrier in the credit union waits an 
average of only 13.4 days before he receives his loan, but two months for 
the bank to complete the process. 

- .~'4V4 

4 
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-AVERAGE" TME WAITED FR LOAN 

S(ndays)
 

14Credit Unon <& 23.6 	 Credit Union -. 13 
' 

-N-. i; i i -, 	 -4' -

W' Private 8.0 Private 	 7.5 K;xN 

A comparison between the number of visits a loan applicant . . 

to the lending institution and the number which he must make to 'the bank--

N '<indicates that in the Sierra Region the credit unions are providing 

better service than the banks. There a farmer only has to make two visits 

to the credit union before he secures his loan, while he must make over 

'-also 


four visits to the bank. As far as the Coastal Region is concerned, no
 

difference appears in the average number of visits to these two lending 

institutions. 

AVERAGE NUMBER OF VISITS NECESSARY TO SECURE A LOAN-

Sierra 	 Coast 

Credit Union 2.1 	 Credit Union 2.1
 

N'Banks 4l.3 Banks 	 2.41 

N 	 'N~Private 2.3 	 Private 2.1 

D. Agricultural Technical Assistancenc s ne 	 K 

This section divides agricultural technical assistance into two-types: 

visits made by the various extensionists to the individual farms and groups 

courses or dem~onstrations held away from the farm-.s. Within this context,'N ;N 

"Ni	 

90-7% of the farmers in theN Direc'tedCredit Program haveN received technical. 

assisance which corresponds to the fact that 8 of these farmers considered, 

N	 
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technical assistance to be arequirement of the, programi. Of the',farme rsa 

ith'regular, agricultural loans, 62.E5 hove received technical :ssistanC 

vhereas only iA. 5%~of the farmers wiho~are outside the credit uinion system 

havereceived assistance., These differences indicatethat the farmersO 

in the DOP, at least in 4the six credit unions visited,- 6re receiiving, as>> 

a direct result of the pi.ograr. more technical training than the other J ' 

groups.
 

1. Farm Visits by Extensionists. In the Sierra Rlegion the 

extensionists 	from the Extension Service of the Ministry of Agriculture ...
 

-
.and the National Wheat Commission visit a higher percentage of Group I 

farms than Group II i.e. 36.8% of Group I farms are visited by the Extensioi 

Service as compared to 15.9* of Group II farms; similarly, 34.2% of the 

Group I farms receive visits from the National Wheat Commission as compar' 

to only 7.0% of the Group II farms. The credit union personnel (ie. 

manager, field inspector, Peace Corps Volunteer) visit approximately the 

same percentage (30%) of farms in both groups. 

On the Coast the number of farms visited by the extensionists does 

not show the same degree of variation between Groups I and II as that 7.' 

appears in the Sierra, Most-of the visits are made by the National Bananrt 

Directorate (18.8%of the farms in Group I; 14.0% of the farms in Group I1 

and by the credit union personnel (56.2% of the farms in Group I; 5114.o0% '7'2I; 

of the farms in Group .1). Thus, except for visits from credit union 

personnel, the farmers in Groups I and If on the Coast do not receive 

rany visits froi-i agencies or institutions.' 
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The inIfoitati'on stated above tends to confirm th'e fact-a e 

ExtesionService of~the Ministry of AgricuJltire has notbeen able 

4 .provide the credit unions with enough of this type of, technical assistane 

~It should be notedo however, that' in the Sierra Eegiprn the combined effoz'ts 

about two thirds of all farm~ visits. A greater number of farmsin, the 

DOP should probably have been visited by the credit union~personnel because~> 

the plans of the program~ call for this personnel to m.~ake periodic visits4 

to the farms to verify the information contained in the loan application, 

to evaluate the plan of investm~ent and to assist the farmer later in the 
 444
 

proper use of his credit., 

4~ 

NUMflER OF FAWIS VISITED BY EXTENSIONISTS 

Sierra1Region
 

4Group 
 I Group II1 Group III
Source of Assistance (DaP) R1egular) (Outside)
 

Credit Union 12 (31.6%) 13 (29.5%) 0 '
 

Government Extension Service 14 (36.8N) 7 (15.9%) 4 (9.B%)
 

Banhs 4 (10.5%) 3 (6.8%) 1*(2.4%)
 

Private Companies 0 1 (2.3%) 0
 

National Wheat Cormmssion 13 (34.2%) 3(7.0%) 
 2 (4.9%) 

.........
11....
....
 
4..
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Source ofAsstneGroupI
Of2Atsstan 

Credit Union 

e t(D 

S2 
9 

o,) 
< 
: 

. 

Group II><
(Re-u ar) 

o5.%) 

Group
(uts1de) 

056 
2 

Dankos1 
02 

6.2%) 0j 0 '''~ 

G.esov er ient-Etnd ak viioiy 

Private Com.panies 

Nationaranana B Directorate 

r(6.2%) 

3 (.18.8%) 
1 2.-: :'I-
0 

7 (14.o%) 

0 
-.... :) 

An analysis of the average nuber Ofovisits made to each farm inthe
 

Sierra, makes 
 it appear that the extensionists from thetension Services and banks visit Group I farm~s m~ore 
 credit unions, Exoften than Group II
farms. 
 Thie reverse is true of' the National Wheat cor.w,. ission. On the Coast,
 
on the other hand, the extensionists from the National 
anana Directorate
 

and the credit unions visit Group II farms more often than the farms in 
Group I 

AVERAGE NUMBER OF FARM VISITS MADE BY EXTENSIONISTS(Averages refer only to the farns visited and not to
the total number of' fari-is in each group) 

Sierra egion 

Source of Assistance 
(DCP)
Group I (Re guar)Group 11 (Outside. 

'iGroup 1II7 
Credit Union 


2.5 1.9 
Government Extension Service


JA 
3.6 .0
 

Banks 

2.2 
 17.
 10 


Private Companies 
-1.0
 

National Wheat Comr03sion 4.3 7.0 
 :1.
 

10 



Coastal Region 

<U Group, I Group''I Group
 
Source of Assistance tDeP) 
 <resented ( O)t.i& 
Credit.Union ,3 3..1 g 

'Governnent Extension Service r ledon:c0e -i 

Danks 10
 

Private Companies 1.0 

National Banana Directorate 3.3 1.0 iKI43 


In general, the type of advise presented by the extensionists tends. A 

to correspond to the various credit uses (see page 121) i.e. general methods
 

of farm~ing and use of fertilizer, seed and fungicide. The farmers on the 7 

Coast who are in the DCP, however, are not receiving much advice about the
 

use of fertilizer, fungicides and selected seed) 
as are the other farmers
 

in the area. Surprisingly, the farmers in the Sierra Region who use
 

regular agricultural credit have received more visitors who check on the
 

use of credit than have those in the Directed Credit Program. The opposite, 

however, is true on the Coast. All but six of the farmers classified the 
 -i 

advice given as "good" and most of them said that they were able to utilize
 

all of it. These statistics raise some doubt about whether or not the 

farmers are being analytical 'in evaluating the advice they receive.
 

jj- 1, 1 -1 1 
'
 . .'i + ..+:', ' : . .. 'i " " d '' + 
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TYPE OF ADVICE GIVEN ON THE FARM BY, THE EXTENSIONISTS 

j~~$24~SierraRegion ~<~ 

;; Type of Advice (D0 ), _ 1(Regular) ' Total, 

Fertilizer, pnuse . . 10 234 use 10 2 .I'Seed 7 . " 
Care of animals 84 . 1.2 W -4Soil analysis 
 5 3 8 
Check on use 
of credit 
 1 
 5Other 6 0 6 .Meho s i.. l~' 19 ;'f rn.....e ~ "' : ... 

Coastal Region
 

Group I Group II 
Type of Advice (.CP) Regular) Total 

Fertilizer, pesticide, fungicide 
use 1 10 1 

Seed use 
1 6 

10Care of crops 
2c8 

7Check on use of credit 5 1 6Use of funds 0 41 .4...Other 4 3 7 
2. Group Courses or Demonstrations. In the Sierra Region
 

65.8% of the farmers in Group I attend courses or demonstrations at , . 

the various agencies or institutions as compared to 36.4% of the farm rs 

inGroup II and 0.7% of the farniers in Group III. On the Coast thiere are 
fewer farmers attending courses or demonstrations, but to some extent 

the saine degrees of difference exist arong the three groups. A total :* 

of 31.2% of the farmers in Group I, 18.0 of the farrers in Group II 
and none in Group III attend courses or demonstrations on the Coast 

1~vi" 



Alisting of the~ above~f igures in tc~rim& of 'thetolnubro st' 

adebythefarmers to the different institutions for courses or 

~ kdemon~stration-s shows tha the',credilt unions in both the Sierra 0andte 

P,: Coastial Regions receive visits more often than do :the oher institutions 

fron farmers in both Groups I and II. The Extension Service and the4 

National Wheat Commx~ission in the Sierra Region are visited almost' exclu

sively by Group I farmers. On the Coast Group I farmers are the only
 

ones to visit the National Banana Directorate, while Group II farmers are 

the only ones to visit the Extension Service.
 

TOTAL NUMDER OF VISITS TO INSTITUTION 
GIVING COURSES OR DEMONSTRATIONS 

Sierra Region
 

j f)Group I 

Institution ('DCP) 

Credit Union 13 


Government Extension Service 
 10 

National Wheat Commission 15 

38 

Coastal Region
 

Group I 

Institution (naP) 


Credit Union 4 

Government Extension Service 
 0 

National Banana Directorate 2 

6 

Group II Group III
 
Rlar) (Outside) Total
 

15 1 29 

1 2 13 

0 1 16 

16 458. 

Group II Group III 
(Regular) (Outside) Toa 

7 0 11 

4 0 4 

0 0 2
 
11 17
 

*~The information is stated. in ter'ms' of the number odf visi ts made by the,
farmers to the various institutions because it is not known how 'manly
different courses the farmers actually attended.~ 



~An 6-xamintion of the avrg uiof visits made' by, bach aie 

in the Sierra;egon 0 or dwmotstratinls shows thatthe f ait ers,' 

in the, fLP have attended an average of one course or,deL.ofnstation 'ech 

r e fDriers in Groups II and III have: attended an average of 
and'-0. 1 co re.
 

in the Sierra, with the farmers in the flp having attended an average of 

only 0t.4 courses or derionstrations each.b
 

AVERAGE N'UMBER OF VISITS MADE Dy FARMERS 
TO COURSES OR DEZVONSTRATIONS 

Sierra Coastal 

* Group I (DCP) 1.0 Group I (floP) 0.4 
*Group Il (Regular) 0.41 Group II (Regular) 0.2 
(Group III (Outside) 0.1 Group III (Outside) 0.0
 

More advice is being given about the proper use of fertilizer 
than about any other farming technique, but the courses and demonstrations 
also cover general agricultural methods, soil preparation and soil analysis 

use of selected seedfurigation and cooperativisii.. In the Sierra the
 

farmers in the DCP receive more advice on each of the topics discussed
 

than do the other farmers in the area. 
On the Coast it appears that the
 

farmers in the DCP are not receiving much advice about the use of fertilizer 

and selected seed, while the farmers with regular credit are. The fact is, 
however, that either the number of 
courses being held or the number of 

farmers attending them is too small to permit definite conclusions.:S~:<5){ ?:<g{, 


4enPr
 
(clsiA , 



TYPE OFAD E GIVEN AT OOURSES OR DE2ONSTRATIONS 

'aT Type of Advice 

Agricult1ure generl) 
Preparation of the soil 

and soil analysis 
Use of selected seed 

Other 

Sierra Region, 

Group I 

(DCP) 

--------------26-

6 
5 

10 

coastal Region 

a.a~~~' 

Group IIlW 

(Regular) 

7107 

2 
3 
6 

~' " 

4 <. 

Totaly, 

4 

8 
8 
.16 

." 

e Av e( 

Group I Group II 
(Regular) Total 

' 

Use of fertilizer and 

Selected seed 
Fum~igation 
Preparation of the soil 

Cooperativisti
Other 

15 
12 
2 
0 
2 

0 
2 
0 

6 
3 
2 
2 
2 

3. Use of Technical Inputs. At least one technical input 

either chemiical fertilizer, selected seed, insecticides or fungicides 

is used by 94.5% of the farmiers in the D and by 8i.1l% of the farmiers 

who received regular agricultural credit. Significantly, a total of 

.439%of the farimers in the Sierra and 61.0A of the farmers on 
the Coast 

who are outside the credit union system do not use any of the above-' 

mentioned technical inputs. 

Chemical fertilizer, selected seed, insecticides and fungicides 
are 

: "K : used by a higher percentage of farmers in the DCP than by the farmers in, 

the other two groups. The only, exception is on the Coast where the 

W 
' ''aa....... '.i'a1 
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percentage of farmiers using chemiical ferstilizer is higher among farne 

with regular credit than among those with directed credit. Also signifi

~42 < 	 cant is the high incidence among farmers in the flOP of the use of' se'lected 

seed and fs and i coh those in th 

....grous.The.studyalsoreveals 


chenical fertilizer more often than they use other technical inputs. 

.. A comparison between the Coast and the Sierra indicates that fewer 

farr.ers in the former region use chemical fertilizer and selected seed 

than in the latter region, though for insecticides and fungicides there 

are no significant differences between the two regions. The reason for 

j these differences might be related to the fact that the farmers on the
 

Coast receive fewer visitors fro the various extension services and
 

they attend fewer courses or deronstrations than do the farmers in the
 

Sierra.
 

PERCENTAGE OF FARMERS USING CHR9IICAL FERTILIZER
 

Sierra Coast
 

Group I (DCP) 92.1% Group I (DCP) 37.5%
 

Group II (Regular) 75.0% Group II (Regular) 56.o%
 

Group III (Outside) 53.7% Group III (Outside) 34.1%
 

PERCENTAGE OF FARMERS USING SELECTED SEED
 

Sierra Coast
 

Group I (DCP) 57.9% Group I (DCP) 25.0%
 

Group II (Regular) 6.8% Group II (Regular) 12.0%
 

Group III (Outside) 4.9% Group III (outside) 0.0%
 



PERCENTAGE OF FAI 1ERS USING INSECTICIDE FUNGIOIDES 

Sierra' ~ ~ C'~J~oast 

GroupI.(DCP)'' 

_-Group-. J(1 Cgu ar ) 

Group III (Outside) 

60.5% 

250 

7.3% 

" 

Group I (DCP) 

Group II' (Regular) 

Group III (Outside' 

6o.0%O-4 

20.0 

.. .7- '""V4 

PERCENTAGE OF FARMERS USING NONE OF TH ABOVE , .. 

Sierra 

Group I (DOP) 

Group II (Regular) 

Group III (Outside) 

7.9% 

6.8% 

43.9% 

Coast 

Group I (DOP) 

Group II (Regular) 

Group III (Outside) 

0.0% 

24.o% 

61.o% 

2 

The farmers in Group I were asked whether they began to use chemical 

: fertilizer, selected seed, fungicides and insecticides before or after 

p they entered the Directed Credit Program. The same information was 

tabulated for the farmers in Group II by comparing the date they said 

they began to use these technical inputs and the date their credit union 

initiated the DCP. 'he results are impressive; a minimum of 50.0% Of 

the farmers who use any one of the four chemica inputs began to use it 

after the DCP was initiated orafter they entered the program. In general, 

. the farmers in Group II performed better than the farmers in the DCP in 

"that a higher percentage started using a technical input after the credit 

union initiated a flOP. It should be' noted, however, that' there are fewer 

farmers in Group II .ho use a technical input. 

j-!L
 



PERCENTAGE OF FARMERS USING CHEMICAL FERTILIZER4 WHO 

,.".QBEGAN USEAFTER INITIATION OF DIRECTED CREDIT PROGRAM 

>Sierra' :,Coast 

Group I.(DCP) 5.3% Groa up I (DCP) 50. O:10 

" (Regul.r. iGrouP Regulfr)Y_7 B3:5..5 ii 

PERCE GE FARMERS USING SELECTED SEEDWHO:BEGAN 
_ _AFTERINITIATION OF DIRECTED CREDIT PROGRAM. 

Sierra Coast
 

Group I (DCP) 73.8% Group I (DCP) 50.0% 

Group II (Regular) ioo.o% Group II (Regular) " 3.3%: 

PERCENTAGE OF FARMERS USING INSECTICIDES/FUNGICIDES WHO0 
BEGAN AFTER INITIATION OF DIRECTED CREDIT PROGRAM 

Sierra Coast
 

Group I (naP) 73.9% Group I (DCP) 55.6%
 

Group II (Regular) 5.5%Group II (Regular) 100.0%
 

The figures outlined itmediately above offer persuasive evidence
 

that there is a "spillover" from the DCP to farmers who use regular 

agricultural credit. Before one can draw any definite conclusions, 

however, further analysis should be made to determine what motivational 

factors are involved at.iong Group II farmers using new technical inputs for 

the first time. Several possibilities exist: the credit union has 

recently opened a small store which sells these products to members; the 

farmers are using borrowed capital for the first time; they ore emulatig 

the examples set by the farmers in the Directed Credit Program; agricultural; 
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is available for the first ai Disc very,etc.
Stechnicalassistance 


ctual
eof sithe cause or causes might leadto new, inexpensive ways"
 

ro'r helping the farers change to modern m hethodofs :agriculture. -r >--

E. 	CropGProduction u'.Gop-ul i-Nf>'of
 

In the Sierra Region most farrers growwheat, but some of themroJsCi
 

also grow corn and potatoes. On the Coast the type of crop produced
 

7a
varies with the locale, i.e. in Daule and in Catora (credit union Iru)
 

rice is the major crop, while in Santa Rosa bananas are grown almost
 

exclusively. The table below indicates the numiber of farmers growing
 

each type of crop and -the average nuber of hectares of each crop
 

cultivated. 

Q 
 NUMBER OF FARMERS GROWING MAJOR CROPS AND THE
 
AVERAGE MBER OF HECTARES CULTIVATED 

Sierra Region 

Average 
Group I Group II Group III Number of 

Type of Crop Total (DCP) (Regular) (Outside) Hectar s 

Wheat 80 26 28 26 2.9 
Corn 49 14i 16 19 0.8P 
Potatoes 43 13 19 11 o.6 
-Barley 17 3 7 7 o.4 
Broad Beans 13 4~ 3 6 0.2 

Coastal Region 

Average 
Group I Group II Group III Number of 

Type of Crop Total (DCP) (Regular) (Outside) Hectares 

Rice 2 80 11 39 30 2.6 
Bnns224 5 10 9 5.3 K 

I1 	Daule and Catarama areas only. (No rice was grown by the, farmers in 
Santa Rosa.) 

2. 	Santa Rosa only. (Bananas were grown on only. one farl*i in'the other 
two coastal areas.) 

..
...
.-
.......
-! 
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tredisP ' i e 

Sierra, generally havehiGher crop yieldds thanfarme s in the otheryeto 

"'The arners in the, irec ei rogram particularyy_19 


j, 
groups, and their yield increaes riom 196,to 1969havealso -been bette'r ' 

For ex a rme rs ine i. Group I in the Sierraproduced 27.8 quintalo' 

andt9o O7qq/ 

qtofarme in2. Group treI if nypotatoproutionperhectarei th6an d---ird~ind e i s ron35. 1982 /.:ths 6lid -t4.ohe."tw 

in::gs. ieholds e rq/h ec reasd flo 23whilethe y tha aroduced,0. in 

poatq routnpeectare those ether
ina196,ahie outid ceiuno yte wtertw
 

froup2.4Why thyoul haeroued10faraier Group in s9ri.n0y andhad
Th qq. 
-The fare rsin the ea19P hars . derablhighei 1968 tleo3.t o 
subtanally9lwerhielsibohyastndd
the farmers inGroupsIIadIIvegdlsstn
 

on a is(i nt68 1n7oq/tarown in 1969, 16. q/hetaresdd 
o
 

etethe farerwin fethelop , pslel
haveshadoseabl higer to 

patoiproduction pher hiectaifretalav thosinero otetwthe 


*,A quintal is a mieasurement of weight equal to 100 pounds.~"" 



' ftginidser in.. hare Gr oup I in the Sierraion'hed b-yield 

comparable to what one, have, exp d, gi o,.,ar erwould ct en th.n..er 


tin this group receiving technica 
assist ad t eni inputs.
 

is disconcerting is the
Ohat esii,1faritY of the p
 
ar.etrs in Groups 
 II'and I!. thi a rtc ytruese -one

:j. considers that 56.8rof the 
farmers in.Group II have received'technica 

assistance and 75.0% of then use chemical fertilizer while only 21.9% of ! 
the farmers in Group II have received any technical assistance andr53n7% 
use maerachemical fertilizer. onceitan usin technical t,!i •On the other hand, however, neither of these
 
two groups had as many users of selected seed or insecticides and
 

fungicides as there are in Group I which might account for the differ
 
ences and sirmilarities among the three groups (see Technical.AssistanceN
 

pages 126-135). In conclusion, the figures raise some 
doubt about whether A 

the farmers who use regular agricultural credit are actually receiving any

material benefits as 
 result of a "spillover" froma the Directed Credit


ii 
a 

Program~. 
On the Coast the differences among the three groups of rice farmers 

and btenGroups I and II of the banana growers are not as pronounced
 
as they are in the Sierra. 
 Of the three groups of rice farmers, the DCP
 
group had the lowest yields per hectare in 1968, but in the following year
 
had the greatest increase --- from 27.3 qq/hectare 'in16to49.0 qq/
 
hectare. 
The other two groups, however, also had increased yields and their
 
production per hectare in 1969 (Group 11, 44.2 qq/hectare, Group III'
 
45.3 qq/hec tare) was not m~uch lower than Group I.
 

In the cultivation of bananas the farmers in~the DCP and thefamr
 
who have used regular credit both iliade considerable )gains between, 1968 and 

ji 4 



199 D'hgru so e hegmrets increose, in yield (318 a eits 'per 

hectareor 79.a%), athoug theGroup 1.increase was alsbct bs anti (236 

• ste or 46.3%) ir the farmers i:,n a s.....................in the fOP produced less In1968, the 

Swere able to end up in 1969with yil' similar to thosd~achiev'ed n 
19- 9. ibt group showed"th -es,!r)e.e~ehnca1 as- ,ac ndimr~ 

The imlrte Group s b G
yi e 

might partially be explained by the fact that approximately 68% of the s 

forriera in both grcups receive -technical assistance and rmore farmers in 

Group II use chemical fertilizer but less selected seed than do the farmiers 

in Group I. The farmers in Group III had comparable rice yields, which 

right be related to the fact that the same percen armers in this 

group use chemical fertilizer as in Group I. The relatively poor perform

ance of Group III farmers in growing bananas, however, might be because 

only 7.3% of this group receive technical assistance and 61% do not use 

technical inputs. (see Technical Assistance, pages 126-138). 

Even though both rice and banana yields were similar in Groups I and 

II, the yield increases from 1968 to 1969 were for both crops significantly 

higher for Group I than for Croup II. This would seem to indicate that 

Si •-the fDCP had a positive impact on both rice and banana-production, especially 

since the DCP farmers attached a significantly higher importance than did 

the other farmers to technical inputs as a factor in yield increases.(see 

pages 144-146). 
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1. Reasons for Different-Than- f 

ariters interviewed felt that .the last harvest ws differentfrom :.the 

normal: 

Group I ~Group' II. ~ GroupII 

Yes 32 ~ 34i 32 

.2:.. ' , : :: . . , , : :.s, :,: ?. .:::i 

inN.26:2 'the Drsted Cei Program. 
Re on t Ksaanodicuse fis 

No l r t 
itV~-~prsnsa 

u"i 
3eashre cnrs 

!..:." mongThe resnaogthe tresn givensgivens thefarmerdffer tees arent than- normaile:);~.,-(::i::ibytbyt the am-esrte different-than-noisiloa :'i : 

dslyn' a ap , . -:ophisicateV 

- yidFarmers in the DCP attribute their increases i yeds to.recrntl

acquired technical knowledge to No . .erextent thangdo the farmersi 

the other two groups (Group i, 33.3%; Gr upatis,2.%t Gro w . 

Sisilarly, a higher percentage of farmers in the DCPthan in.the er 

groups consider the use of rtechnicalu inputs p be ate arimre fco in 

4' . SiCoilerly, abohighrperentge of tfarmers inhfouPthan inth oher .. 

their nrmersind yeths.Gef rute2th ireses in yi.lds o recently 

att.,.ru consir therusegofmtehnicaln inputto bwethe pilc aryfao ne 



m
eo
drd of the rs n Directed \Creditffrir Prur 	 o be athi 	 the inaonsieri 

OOf %of se er tthe hinteDCP :attribti 

contsyigres to thhe 	 of technical inputs, while 

Pgivenbyonlyl8.6% 


of' the farm~ers in Group III, There is little difference,.however, ill the
 

percentages of' farmiers in the three groups who consider recently-acquired
 

technical knowledge to be a factor in their crop production. Weather is
 

a determining factor to 50.C% of 	 ,to 


-.th-rea s Geasn. 	 of.-thef• arners-in-Group--- and15 0%e 

the farmrs in Group I, 62.8% in
 

Group II and to 70.0Y/ in Group III. A severe drought in 1968 probably
 

accounts for these high percentages.
 

REASONS FOR DIFFERENT- THAN- NORMAL YIELDS 
. F(percent of total responses). -. , 

Sierra Region 

Group I Group II Group III
Reasons Given: (DCP (Rrgular) (Outside) 

Weather 	 30.3 72.2 75.9, 

Technical Inputs 	 (Negative) 9.1 5.6 10.3
 

Incrase Tehnicl 3.32.86.9
Kowldge 


1. Fertilizer, seed, fungicide10. 
6. ., , i

2. Poor use of fertilizer, seed, etc. 	
1 

, _ --- .. 

'g4'
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Coastal Region 

~1:-.,: 2~ GroupsI j'Group II ~. Group' III" 

Wleather 	 5006. 0''-G1o
 

Increa sed Technical Knowledge 	 7.1 91.3- ' 1 

Other or Don't Know . -9.3 2.5 ----	 '*

.100.0 100.0 100M
 

2. Reasons for Future Increases In Yields. The farmers were
 

asked whether they thought their future yields would increase, remain
 

'j. ' the same or decrease. The responses indicate that the farmers in the
 

- DCP generally have a ,hore definite, optimistic view of their future 

( agricultural situations than do the farmers in the other two groups. -. :.' 

For instance, in the Sierra Region 52.% of the farmers in Group I felt 

that their yields will increase in the future. Similar responses were 

given by only 27.3% of the farmers in Group II ana 17.1% of the farmers 

in Group III. There were also fewer farmers in Group I (26.3%) who stated 

that they did not know whether their yields would increase or not in the: . P 

future, while 40.9% of the farmers in Group II and 63.4% in Group III
 

said they did not know. .:..:: :'
 

Again the statistics on the Coast do not show the same degree of
 

.	 difference as they do in the Sierra. In general, however, they show
 

the iarmiers on the Coast to be r.ore optim.istic about their future Jields
 

than are their counterparts ini the Sierra. A total of-62 5%,of the farmers
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in Group I~4 %in Goup II and 8. r fel their 

Scprdcin-AME eh ctarwWould increase in the
,. S )CAI ,ADN future. ,Thepercntage
offarriers Who responded that they
n-.. 

the .know what.no uu6held 'did'nte 


was similar in all three groups (about one third). u 
FARMvER'_EXPECTATIONSREGARDINGFUTURE 

YIELDS1 

4 Sierra Region 

Group I 
 Group II 
 Group5 III
(DCP) 
 (Regular) (Outside) 
4 

Inrese52.6 
 27.3 
 17.1
 
Saiie 
 10.5 
 25.0 
 14.6. 

Decrerse10.5 
 7.0 
 4.9
* Don't Know 
 26.3 
 40.9 
 63.4 

100.0 100.0 100.0 

CoastalRegion 

I Group I Group II 
 Group III
(hdC) 
 (Regnt
a r) (Outside)
 

A2. 

Don't Know 

_ 

31.2 
 32.0 
 3.
 
100.0 
 100.0 
 100.0
 

The farmers who anticipate increased yields in the future were
 

asked to give a reason for this assessment. 
 The results show only, 

Ecuador, but one should keep in miind that a higher percentoge of farmers
 

4,4_- "" 

i4>. --



GroupI than in theothrtwogroups anwered "in rease" for the
 

main question (see results imomediately abone A faj
oritty 'of formers
 

Sin the Sie considered ftechnical inputs (ie. chemical fertiliz(er 

selected seed, etc.) to be the determining f trifr i ncrlases 

in yields, but farmers on the Coast did not judge thems-a, be as_ iportant 

abfaony % of faersinf farmers on the Coast felt thatthe, ahe G 


weather would be the major cause of increased production.
 

A few other results are also worth mentioning: 20i of the farmiers 

in Group I in the Sierra felt that newly-acquired technical hnowledge 

would be the most ie.iportant factor in increasing their yields, but only 

10.5 in Group II and 8.3% in Group III felt this way. On the Coast 

technical .1nowledge received more responses from Group II farmers (28.6%) 

*than from~ Group I farmers (16.6%). Likewise, technical inputs were
 

considered important by 19.0% in Group II and 18.2% in Group III, but
 

by Only 9.3% of the farmers in Group I who are in the flop.
 

In conclusion, a com~parison of the reasons given by the DCP
 

participants for different- than-normal yields and for future increases
 

in productivity seems to indicate that the participants on the Coast 

exhibit less of an educational and psychological transformation as a 

result of the programn than -their counterparts in the Sierra. In fact, in 

a number of instances they do not perform any better than the other
 

farn*.ers in their region
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RSONS FOR 'EXPECTING INCREASED YIELDS IN UTURE 
QA(percentages)~ 

o s Reion - -4a. ,GroupI Group II Group IIIReasons Given: 
 . )g ) (Otside) 

Weather 
 16.6 2.M2.
 

Technical Inputs 
 50.0 63.2 
 58.3 
Technical Knowledge 
 20.0 
 10.5 8.3 
Other 10.0 5.3 16.6 

100.0100.0 i00.0
 

Coastal Region
 

Group I Group II Group III
 
Reasons Given: 
 aP) (Rgular) (Outside)
 

Weather 
 58.3 4n2.9 59.1 

Technical Inputs 8.3 19.0 18.2
 

Technical Knowledge 3.6.6 28.6 9.1 

Others 
 16.6 
 9.5 13.6 
100.0 100.0 100.0
 

3. Changes in Type of'Crops Grown. More f'arers in the 

Directed Credit Program have made changes to different types of' crops
 

or dif'ferent varieties of' the 
same crop than have the other groups of'
 

, 
 DCP are the most willing to adopt changes in their farning operations.
 

Generally the farmers on the Coast have not made as many changes, but,
 

this may be because climatic conditions limit the variety-of cash crops

which can be grown, Certain individuals suchas the manager at 
the
 
. , w ich ca -e 
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Unl~~~rl•M 

........ 

,. 

r
credit union Santa Rosa, 11w r have be 

onbi crop econormy r< so that their dependence on adiversify their crops 


can be elitsinated feel, :. 

". RECENTLY CHAN~GED CROPSPERCENTA~GE OF FARMERS WHO HAVE 

Coast
Sierra 

i. Iis ggthe roieron tofaotBuyingFer nputs. 


Group I (C)12-5
Group I (C)34.2 

(Reular) 8. Group II (Regular) 10.0 

9 Group II 1e.2 

Group III (Outside) 0.00 
Group III (Outside) 9.8 


F. Mar),eting 

1. Buying For. Inputs. It is the general opinion oftalmost 

all the farmers that they do not have any probles in buying fertilizer,' 

A number of farmers feel,
selected seed, insecticides or fungicides. 


The highest
jhowever,that lower prices for these products ore possible. 


Coast?
percentage who feel this way is in the DCP group (Sierra, 55.3%; 
0= 
375)and the lowest percentage is in the outsiegop(era 9.% 

coast, 12.2%). Analyzcd from a negative viewpoint, fariLers, for the maost 

no way to buy goods at reduced prices or they
prnrt feel that there is 


do not know. Thus, the participants in the DCP appear soijewhat more 


cognizant of alternative purchasing possibilities, but they 
do not
 

represent a clear majority even within their own group.
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AR~'AE L WER PRICES MR FA INPUTS POSSIBLE?, 
'~~(percentages) ~~7W ~ K ~ .t~ 

Sierra Region 

Group I Group II . Group III 

K_100.0 

Yes 

No 

Don't Know (-DCP) 

55.3 

42.1 

2.6 (-R gu 

20.)5 

65.9 

13.6 
100.0 

) Out 

9 8 

61.b 

29.3 
100.0 

...........7, 

Coastal Region 4 

Group I Group II Group III 

.... :;:::::':'....The farr-iers who. thought that lower prices were possible (see .chart ::i:; 

" ::i irmmediately above) were asked to suggest-Ways in which they could bei:': 

' - achieved. Thirty-eight responses or 63% of the total recocue:ended that:,. :!):!; : 
the local credit union or a similar cooperativel uts 

Ymembersat reduced prices. 3All but sixofthese responseswere frcredit union Kmembers. . 3 63.4
 

- iewed already buy their far , inputs from the local credi tiion leu 


thoe local ocredit atsieilarcdo aproiv o mnion oruy slusimiptst 
thoe outsie th e ci tse bly) Therefoods alnsitxexcJiuseists~o-~ oofpne 




S in whc ti10;:wwreo'~e n th s facooperative as a means of,Aobtaining lower prices for farL,-nputs are those alreadY,using it,~ 
Presumiably, they either, see the potential frmt.lbnei.tz6i 

" cooperation as a result of their--w-rdt-no-xe or thyd 

already receiving goods at reduced prices.
 

SOURCES OF FA1
MI INPUTS
(Nunb)er of farmers using various sources) 

Sierra Regio 

Sorc oIpusGroup 
-oreo I Group II Group IIIInus(naP) (Regular) (Outside) 

Credit Union 
 3028
 

* 
Private Companies 
 19 2141 
 23
 
Governm-.ent Sources 
 0 0 1 
Other 2 1 0 

Coastal Rgo
 

Souceof
nptsGroup 
nptf I Group II Group III(nap) (Regular) (Outside)
 

Cr~edit Union 
 723 0 
Private Companies 9 17 
 13
 
Government Sources 
 171.2
 
Other 
 0 10
 

2. -Selling Farm Produce. The percentage of farmers who feel ~ 
that they have problems selling their farm produce is relatively small. 

Only 36.%5 of those in Group I in the Sierra and 38.0% of those in Group II 



tsegroups redit un 

_____________________ (p arcenta e rf 

Sierra.Region 

Group I Group II Group III : : 

No57.9 
(DCP) . Regular)

77.3 
(outside)

80.5 

~~< 

Don' t Know 54.. 

100.0 100.0 100.0 

Coastal Region 

Group I Group II Group III 
(DOP) (Regular) (Outside 

Yes 25.0 38.0 9.8 

No 75.0 62.0 90.2 

~Don't Know -

100.0 100.0 100.0 

The f'armaers who said they have marketing problems (see chart imme

diately above) were asized to state what these problems were. The most 

frequently mentioned ones were low prices, lack of' marets, lack of 

transportation, credit and other problems concerning the middlemen and 

too much conpetition in growing bananas. It is entirely possible that 
lack of markets (a Sierra Region problem) and of 

>1 . 



(a coasalJ Reg~ion problemi) ,are one and' the same thingmaigteth 

secolld nost serious problem listed. 

- MOST FREQUENT MARKETING PROBLEMS 

Sierra__ Coast 7.V 

ow prices '" 14V~ Low prices 15 

Lack of markets 9 Lack of tasotto 
Credit and other problems Competitibn- (too many 4i. 

with middlemen 7 bananas)., 

Others 2 Others 2 

In spite of the fact that most farmers dc' not feel that they have 

SI& ra problem marketing their crops, a substantial percentage of them feel 

that higher prices for their fari produce are possible. The statistics 

of those who feel that higher prices are possible are in descending order 

beginning with the highest percentage in the DCP and ending with the 

i . . lowerest percentage in the group which is outside of the credit union 

..system --- Sierra: Group I (63.2p'), Group II (45.4.%), Group II (19.5%); 

Coast: Group I (75.0%A), Group II (56.o%), Group, 111 (141.5%). It should 

be noted that Group III on the Coast has a relatively.high percentage of 

farmers who feel that higher pricesoare possible when a comparison ismade 

I with the figures in the Sierra Region. Again, credit union members 

generally, and especially those in the DCP, appear more aware of alternative '§$ 

U marketing possibilities than do the farmers in the outside group. 

4 
_ 14I 4| 9 



ARE HIGHE R PRICES :PRODUCE?FORFAR1POSSIBLE 

. .(peor co.entage) o-

SierQRa~ o 

Ys63.2 ~ 45'4 :.
 
No 
 15.8 18.2 22.0 

Don't Know 
 21.1 36.4,8. 
100.0 
 100.0 
 100.0
 

Coastal Region
 

Group IeGroup II 
 Group III
(DaP) (Regular) (Outside)
 
Yes 75.0 56.o 
 41(
 
No 0.0 
 4.0 
 7.3 
Don't Know 25.0 
 4o.o 
 51.2
 

100.0 
 100.0 
 100.0
 

The farrers who thought higher prices were Possible for their fa
 
produce were asked to suggest ways they thought such prices could be
 
obtained. 
The overwheliing majority of farmers either recommended selling
 
through a marketing cooperative (40 responses) or directly to the m:ills A 
(1 responses). 
 The latter recommendation could possibly be interpreted.' 

as the final phase of a cooperative "arketingsystem." ,ry s er_.:>: :" ::: ::::':A:: 



IV 

SHOW. CAN >HIGHER 'PRICES F013 FAR" PRODUCE ABE OBTAIINED?:, 

Sierra 
Coast
 

Mark.i ng bopee orse 20
n .
 S l directly to ni
Sell directlyto mills cop8ae ill3- 2palKeep product until'" Kee8 M routin until;~ ~demand is strong"" demand iis strong

" Other ei b ht 10e3er ,. 

The above ondorsement of a cooperative marketing system is prbably
 

related to the fact that alost all the frmers sell their prduce to. ............ 

middlehen. Only the banana growers in Santa Rosa sell part or all of 

their production to private 3nternational companies. 
 As a result, the
 
Prices received by the three groups of' farm,,ers in a particular area
 
(i.e. Carchi, San Miguel, Daqule 
 etc.) do not seem to vary much, although.


(somleinconsistencies do appear in the potazo r.irket. 
 The foarmers in
 
Daule receive higher prices for their rice than do the farmers in Cataramc
 

} (credit union Irdi), possibly because they are closer to the mairketing
 
center of Guayaquil and the processing mills.
 

AVERAGE PRICE PER QQ PAID BY MIGGLEMEN FOR WH1EAT 
(in sucres) 

Il" 

Sierra Region
 

To Group I Farrers (naP) 91.4 

To Group II Farriers (Regular) 92.9 

-. A 

To Group III Farmlers (Outside) 90.9
 

''A 

J,
 



AVERAGE 

-~.,-,. 

PRICE PER 
~sucr 

QQ PAID BY MIDDLEMEN 
es) 

FOR POTATOES 

Y Sierra"RegionT} 

-< 
:~..-<<Carch[i.,. 

To Group I Farmers (DC?) 2 2 
T q___Grup Farmrs.(Reguar) -:77.---5 5 = 77 

To Group III Farners (Outside) 35.5 ~t5 

1.Excluding the farmer who sold 450 qq of potatoes at 65 sucres/qq 

1 

I Y.-. 

AVERAGE PRICE PER QQ 

(in 

PAID BY MIDDLE1VN 

sucres) 

FOR RICE 

Coastal Region 

C 
To Group I Fariulers (DCP) 

To Group II Farmers (Regular) 

TO Group III Form.iers (Outside) 

132.1 

171.3 

160.1 

Catara.a only
132.1 

127.9 

137.3 

Daule Only 
--

173.7 

166.8 

Since prices for farm produce do not vary m.uch within an area, 

differences in farm income among the three groups are primarily determined 

• 

by the size of the farm'i and the yields per hectare, In the Sierra Region 

this generally means that the farmers in the DOP have the, largest farm 
incomes, followed by the users of regular credit and finally by the fariers 

who are oubside of the credit union systeim-. In the Coastal Region) the 
incomes a,,ong the three groups are generally the sar.ie within both Catara 

and .aule, though in Santa Rosn the farmers in Group III appear to have 

substantially lower income: than Groups I and II. (For a discusion of 

off-farri income see pages 167 to 169)

-j -i)i,, I=- t: l , , 'S -I 
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conclusion, forchangesn syt pe 
oie to 
 basicallybecause the
te 


inthe Pl
acredit
union members generally,are be 
 oesohiricated in 
K 
analyzing their marketing situation. They 
 re beconing increasingly 
-- r-" 

Wjareoftheullflair-bsnespracti

com,; h middlemien and of the'
 

Possibility of obtaining higher prices through
miarketing cooperatives,
 
which can probably be traced to their faith in cooperativisri 
MarIeting
 
promaises 
to be one of the 
areas to which the Directed Credit Program and
 
the local credit unos 
 will have to devote more 
of their attention.
 

G. Foame Iogprovements. 
 One of the underlying assumptions of the
 
Directed Credit Progra- is that outside 
capital and technical assistance
 

will eventually leand to greater, farn income, hence to more savings and a 
greater possibility of internal capital formation. 
 This section atteipts
to evaluate this proposition by coparing the nuber of farm improveents

made (i.e. construction maintenance, repairs or purchases), the average

cost of improvements per farm-, and the source of funds for these m.prove-. 
rments ainong the -three different groups of farimers. 

In both regions of Ecuador the Directed Credit Program has theA
 
highest percentn(,e of farms which have recently (i.e. within the past

year or two) made farm irprover.ients. 
 Stated negatively, in the Sierra 
Region 54.5% Of the farmers in Group II and 58.5% of the farms in Group
III .hvenot made any fav io.proviaents recently as conpared to only 23.9% 
 . 

of the farmsa in Group 1. On the Coast-the-differences are not as clear a -, 

-< - f r 4 i i j 
_W;7h'
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alsol~ larger percentage .of' fa'mis without any improvements. A total 'ofJ 

56.2% of -the forms in Group I, 66.0% i Group iirand,:82.9% in Gropup III 

do not have any farm improvements.. 

PERCENTAGE OF FARIS WITH NO IMPROVEMENTS 

Sierra Coast 

Group I (DCP) 2B.9 Group I (DCP) 56.2 
 . 

Group II (Regular) 54.5 Group II (Regular) 66,.o 

Group III (Outside) 58.5 Group III (Outside) 82.9 

Another way of viewing the amount of farm improvements activity 

among the three groups is the examination of the average nwuber of 

improvements made per farm. Again, the farmers in the DCP lead their 

respective regions of the country with 1.3 improvements per farm in the 

Sierra and 0.7 improvements per farm on the Coast. The probable explana- '4, 

tion for the lower nulnber of improvements on the Coast is that of .ot, 

the farmers on the Coast rent their land and are, therefore, less likely 

to make iuprovements unless of course the landlord is willing to reimburse 

them.. Conversely, the greater degree of farm improvement activity in the 

Sierra can probably be attributed to the large number of landowners and 

mixed tenure arrangements of ownership-rent or ownership-partnership (see 

Land Tenure, page 111). ,., 

' ..S i 
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<'''ii 

SSierra 

SierraCos 

Gr.o.p I t-eir n te .3 , "n Doast 

G uGbip 1o.r4. I<Da)~;'P>iW <II (Outide 

Ru -r
GrupII(eu 0.be Group ' .4 

Groupce I (Ree 0 rouptein ' o 

''FSierra. Coast1 j/ ::i 

/ Houe 33Hous ...

reposaireo thehouter ne(oa 28)emnt(toarofe57 and of adethe 

the Sierra than on the Coast.
 
GahrouII (Otie 4 Group.....(Outs.de >6 3 ::~i
 

MOST COMMON FARM IMPROVEMENTS
 
puchs ofoolas (tta of21.therest beowagi
(number of im-.provements) 

Coast 
House 33 House 24 
Anii,.als 21 Fence 8 
Fence 20 Irrigation 3 
Farm buildings 7 Machinery3 
Tools 7 Others -3 

Wells 4 
Machinery 1[ 
Others 6 

The funds for farm im*.provem-.ents in the Sierra Region come from two 

sources, savings and loans; in the Coastal Region the funds are from 

savings only.
 



SOURCE, OF FUNDS FOR FARM IMPROVDENITS~ 

42:  ~~~~Sierra Region "'' ~2'~:~ ~

S,'<"<Group I Group II Group III.
Source (DCP)' (Regular) ,(OutsideX~j 

Savings I 32 20. "4),r 15 
Loan 14 00l 
Savings-and-loan -00 p-4 0 
Other or no response 22 

Coastal Region.
 

Group I Group II Group III 
(DCP) (Regular (Outside) 

Savings 10131 
Loan 0 0 0
Savings and loan 0 0 0 
Other or no response 1 1 
 0
 

Substantial differences exist between the two regions of Ecuador
 

regarding the average cost of improvements per farm. The fact that more
 

money on 
the average is spent for farm improvements in the Sierra than
 

on 
the Coast can partially be explained by two factors: first, as 

previously mentioned, the farmers in the Sierra are landowners who tend 

to spend more money on improvements than do the tenant farmers on the 

Coast; and second, the farmers in the Sierra 
use loans in addition to
 

their savings to pay for improvements, whereas the farmers on 
the Coast
 

use only their savings.
 

In the Sierra Region the farmers in Groups I and II have spent more
 

money per farm on improvements than have the farmers in Group III. 
 T-is
 

difference can be explained by the use of loans by the first 
two groups
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and by the use of savings exlusived r)byGroup IIIr. In-ddition, there
 

appears tobe some correlation between the greater f
 

Groups I and II andtthe larger average arounts of money spent on improve

ments, which tends to confirm one of the theories und lying/thelCP
" 


i.e. that as income increases so does internal capital form ation. 
'The
 
fat tht-Gop-I I-s -las-iadto-to-savings-,'however, maikes7 

it difficult to draw any definite conclusions as to differences in savings 

amiong the three groups. 

On the Coast the differences in the average cost of improvements
 

per farm also seem to confirm the theory that greater farm income leads
 

to increased savings. This appears so because all three groups of
 

farmers use their savings to pay for farm improvements,.but the farmers
 

in the DCP appear to save more, as evidenced by the fact that they spend
 

more on improvements than do the other two groups. 
 The farmers who are
 

outside of the credit union system appear to spend the least amount on
 

improvements, indicating that they save less. 
 Increased farm income,
 

which appears to have resulted in greater savings among the DCP farmers,
 

and to a lesser extent among the users 
of regular credit, probably comes
 

from the banana-growing area because there is very little variation in
 

farm income among the three groups in the rice growing areas. One
 

mitigating factor against this analysis is that the amount of off-farm.
 

income tends to blur the interrelationships between the Directed Credit
 

Program or the use of agricultural credit and increased farm incomes, which
 

"' a 
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rot su li n i c e s d -a easur ed e b y t h ar o n fs v n s he r - o
 

spent on far;t improvenents. ..... ii2
 

AVERAGE COST OF IMPROVEMENTS PE1 FA.M 

GruII(eua) 4701 (2,762): ' Group II (Regu'lar);(iB' ,!:':il ii!i¢i
1,480 


I. Excludes one farmer who .spent,180,000 sucres on 
 :':

improvements which was far-greater than the average.3. Excludes one fareiwho spent 84,650 sucres,


2. Excludes one fartaer who spent 8 %,0 5 0 : 
sucres.
 
4. Excludesone farerwho spent.46,500 sucres.
 

The far.ers in Group I were asked whether they made their far:
 

4-pprovei.:eonts before or after they entered the Directed Credit Prograi-.
 

G pwas tabated for the far(eurrs in Group II by
,
 

comparing the date on which they said they made the farn ir.
proveilents and
 

thD date when the credit union initiated the DCP. The results do not.
 

_o 1
any Brent differences between the two groups, withmost of the
 
farers making their farmet
iwproveens after the DCP wasintroduced into
 

the credit union. 
Sincefany of the famers in Group II used regular
 

agric.ltural credit after the DCP was initited 
and since a higher 

percentage of far.ers in Groupw (78.9%) than in Groupa (63.6%) onthe 

Coast begfn their far iprover.ients after the DCP was started 
onercan. 

probably conclude hat it is the genera use ofprduction credit,y

peither directed or regular 
 which determines whether far itprovements
 

are dade rather than directed credit auine orianta
h pl loer resthdo
 



"PE.RCENTAGEOF ,FARM
.-
 MADEMT INITIATMPOF DCPV 

Sierra, 
Cost 

4 '.Group I (DCP) ~ 89.6 7Group I (DCi') 636~ 
Group II(Regular) 
 81.1 ., Gropoupguar
ru II (Rgla) 78.9 

H. Animais 

This sctiontas 
 far as the dichotomy betweena
 
the flOP and the other two groups is concerned because there are few.
 
distinguishing features between them. 
This is not true of the two regions
 

of Ecuador, however, as 
there 
are more farms in the Sierra with animals
 

than on the Coast.
 

PERCENTAGE, OF FAMS WIM NO AN.IALS 

Sierra 

Coast 

Group I (DCP) 13.2 Group I (DCP) 31.2 

Group II (Regular) 9.1 
 Group II (Regular) 28.0
 
Group'III (Outside) 
 9.8 Group III (Outside) 39.0
 

An examination of the percentage of forms which have various types
 
of animals clearly reveals that a higher percentage of farms in the Sierra 
have each type of animal than do the farms on the Coast. Although some 
differences exist among the various groups (e.g. in the Sierra Region 

there is a higher percentage of farms in the DCP with horses and burros
 
than in the other two groups; a higher percentage of farms which are out
side of the credit union system have pigs than do farms in the other two
 
groups), no clear patterns stand out and, therefore, no conclusions can
 

be drawn.
 

M-,i 
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PECETAEOF FAI-14S HAIGVAIU TYPES OF AJIMALS 

Sierra Region 

7 - Type -of'Aninl
 
LE2-9U (Outside)
-1I 

cows 66.4 7. 
 3 
Chickens 63.2 5. 8 

5686.
 

Pigs 55.3 56.8 7 

Burros 
 15.8 
 4.5 
 4.9 
Sheep 
 26.3 
 18.2 
 22.0
 
Others 
 7.9 4.5 9.8
 

Constc1Region
 

ofAia Grou Group II Group IIIfTypeof'Animl(CP)(Regular) (Outside) L 
Cos250 16.0 
 14.6
 
Chces50.0 
 62.0 
 48.8 

Pigs 
 56.25003. 

Horses 
 18.8 
 20.019
 

Burros 12.5 
 6.o98 
Sheep 


-2 
 A 

Others 

4 

a I~aaa~ 4.9 

2i:IIi-1 : 
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When the statistics orn animcals are cal~culated occording to both h 

average number of~cows, chickens andlPigs Per fari-ian1l and also accodinthr 0 

farm size and group, there are still1 no great differences amiong tL he 
$ arM_ groqups,._ 0i-ce-again,- how e -bsre-h- eecs-eween 

the Sierra and the Coast with 
one exception, ethe isroughly the
 

same average number of pigs in each farm size classification in both
 

regions of Ecuador. One expected pattern which do 
 emerge is that the
 

average nulber of cows per farm increases as the farm size increases. In
 

the Sierra raising chickens is a more important business, with three
 

large chicken operations in the DCP and one in the regular credit group.
 

AVERAGE 
DUMBER OF COWS PER FARM ACCORDING TO FARM SIZE AND GROUP
 

Sierra Region
 
Farm Size Group I Group II 
 Group III

(hectares) 
 (DCP) (Regular) (Outside)
 

0.0- 1.0 
 2.
2.0 -.
 

1.1- 5.0 2.2 1.4 1.9 

5.1- 10.0 5.9 
 8.3 
 6.0
 

10. 1 or more 11.9 9.6 12.7 

Coastal Region
 

Farmi Size Group I
(hectares) Group II Group III 
 44.
(DCP) (Regular) (Outside)
 

0 .0 - 1.0 ' 
 - " -


1,1- 5.0 0.4 
 0.3 
 0.3 

5 1 10.0 3.5 5.3 0.3 

10.3. or riore. 
 7.7 10.0
 

L7.4 
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AVERAGE NLDRO HCESPER FARMI'ACORDIG TO.FARM SIZE AND ,GROUP- -,, -,-

Sierra egion
 

Fari Size, Group'l GroupII 111r(hectares), (DCP) (eu1 ar& (utsid6). 

4 

S1-1 5.0 8.8 
 3391.C 

t 5 1 10.0 20.49 .
 -


10.1 or more 10'.2 


Coastal Region
 

A 16 4.7 

FarIiSize 0 Group I Group II Group III 
(hectares) (aP) (Regular) (outside) 

0.0..- 1o - 6.o 1.2
 

1.). - 5.0 6.o 9.9 7.8,
11~5.1 -10.0 15.0 7.7 
 23.36 
10. 1 or r; ore 7. 0 121.7 ~ 15.0 

I1. nl w farmas in this gruadone of thmhd300 chickens. 

3. One farm. had 570 chickens.3. One f0 ri-., hd 650 ch ch ns ' e s 
4. One farm-J had 500 chickens. 
5. Only three farmis in this group and one of them had 340 chickens.

6. One farm had 100 chickens and another 40 chickens. 

AVERAGE NUMBER OF PIGS PER FARM ACCORDING TO FARM SIZE AND GROUP 

Sierra Region
 

Farm Size Group I Group II 
 Group III
 
(hectares) 
 (naP) (Regular) (Outside)
 

0.0-1.0 
 0.5 
 0.5 1.0
 

1.1 5.0 
 2.0 
 2.1 2.5A 

5.1. - 10.0 1.9 -1.7
 

10, 1 or mo~re 3.1 2.1 V'
 

i 



Coastal Region 

Farm Size2 Grup, Group III Group III 

27 2 + & - 2 

1 l. 09 .7<2~ 22~ 

++++++?+++ ++++++ 2+ 22222++,++++L + ++ +++++ 

5.1 lo1.0 1.0 . 2.0 1.0 

101or more 5.0" 2.7 2 
.4222+ +, + , + 

T a nly one farm in this
 

I. ff-Farm Incom.e 

'<227 In the Sierra Region the group with the highest percentige of farmers
 

with outside emiployment is the one which is outside of the credit union 

systeri (63.4.I%). It is followed by the group comiposed of regular credit
 

*users (52.3%) which, in turn, isfollowed by the participants of -the flOP
 

(36.%). A possible explanation for this particular ordering of the
 

statistics might be that .the outside group has the most need to supplement
 
24 2 222 i+I+r+++++++ ++'" + +" Cr. +': : '+++ flOP. Generally, howe+ 

'I 
 its income because its average farm size is about four hectares sm~aller<
 

2i.than the average size of farne in Groups I and II (see Land Tenure and 

++++ ihotid-- tiyeti h n which is ousdeo th2 rd 2 o~i7i?++?iiLand Use, pae19 109) and its crop productivity per hectare is lower than
 
+ + +yse 2 26+% ti olwdb 2 the gru opdofrglrcei -- +L

that of Group I (see Crop Production, Page 138), which means that its
users(5a.%)+.hich in tu2 wdb h 
+ 

pri+pns+f hm ii+i(.+J 3 

possible: ++i (36 .2 A 2 ex l n t o2+ f r ti<a t c l r r e i g o,.... ... h ..-+.. .. . ...*inicom~e from farming is less than that of the other two groups. The fact 
statisticsmight be that the outside group'2' 2otne2o<up'lteha an 

22s nc222beaus avrg sa~tfu is found 2 

2422>> than2' the averag sie-f ars4 n ropsI n i (ee4ad: Tn2 ad< 

that the next highestit percentage -amszof outside employm-ient etrsS:alr!+: in the *-

: + + group of farrmers who use regular credit also might be related to theirLadUe 222;pae209 it crp rdutviype hcar2s.i2e2 22 an 2 2n'Ji
 

2.2224that2 of2Grou~2)<4 2 Cro pae4<222hemeh
i 222e Prdutin hlow crop yields.,' it 
2' 

i: • y: 
fo<242<2inom ls 2anigi<ta2ht< h tert0go~ Tefet '+i(:;:!24,ii+2< 22+ is'<24'd2On the Coast the situation is quite differen.Tegopwt h
:i+iii?+ + +++ th <renaeofo2id<++p0 +:+that~ net<g2< 


highest percentage of outside emly n i thef er,
Tm..42
 
-o.. + 



thereare high percentages outside Gofemploymet in all three g p . 

wh...ich are c(6.parable to tht of Group IIIin the Sierra Theroe sons , 

Jfor the statistical siiilarities sioght also be elato the fy fat 

farrasizbuain (seproductiontee -115) whereoreciidren i.::!: ' ioiii" 

in Group III) are similar among al three groups and thus the need to . 
supplement family farm income is felt equally by all. 

THE PERCENTAGE OF FAMVILIES W4ITH OUTSIDE EMPLOYMENT 
., 

Sierra Coast 

Group I (floe) 36.8 Group I (floP) 75.0 
Group II (Regular) 52.3 Group II (Regular) 6. 
Group III (Outside) 63.4 Group III (Outside) 631.4 

Most jobs 
are held by the father of the family with a higher percentage
 

of fathers working away from their fars on 
the Coast (95%) than in the
 
Sierra (68%). Thus, in the Sierra there is more of a propensity for sons,
 

daughters and wives to supplement the family income by holding outside
 

jobs, than on the Coast. This is.somewhat similar to the family farm 

labor situation (see Farm Workers,pa,-us 114-115) where more children 

work on the farm in the Sierra than on the Coast. M~ost of the jobs onl
 

the Coast are permanent, but in the Sierra 60% of the jobs are for six
 
months or less. 

The average annual off-farm family income is similar among all three 
groups in both regions of Ecuador with one exception. Group III on the
 
Coast has an average annual income from outside emiployment of 1,1B1 sucres ,,~ 

which is between 1,200 to 1,500 sucres less than what the other groups: 

< I <.,'2 

~ }~AA~Hr 
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Mae- h reasns f~l tis re no t known.
 

AVERAGE ANNUAL oFF FARM
 
(inFALYICi 
 ;py 

CoastSSierra < 2_ 

Group I (DCP) 2,7281 Group I (DCP) ',746w 
Gop II (Regular) 3,09 Group II (eua) 264~ 

Group III (Outside) 3,091 
 Group III (Outside) 1 
1. 	Understated because two families had off-farmr 
incomes, but did
not Inow the amount, and another two families knew only p rt of
-f their income from outside employment.

2. 	Understated because one family did not know the aimount and
 

Understated because two families had off-frm income, but did
 
3. 	 another family knew only part of its off-farm income. 

not know the amount. 
4n.Understated because one family had off-farm income, but did not:know the amou-nt. 

J. 	 Level of Living.-

All three groups of farners were asked whether they thought their
 

incomes had increased in the last two years. 
 The pattern of their
 

responses is a farailiar one: 
 the farmers in the DCP lead their respective
 

regions with the highest percentage of "yes" responses, followed by the
 

regular credit users and last by the farmers who are outside of the credit
 

union system. 
 In the Sierra Region the three groups of farmers are 

statistically spread out with a total of 78.9% of the farmers in Group 1, 

45.5% of the farmers in Group II and 17.1% of the farmers in Group II
 

responding that their incomes had increased in the last two years. 
 On 
the Coast another familiar pattern is visible, with the differences between. 

Groups I and 11 (65.5% and 52.0%, respectively) not as great as they are~ 

in the Sierra, 

Jill I 
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. 

~~1 ~these 

' ~ ' ~ ~P4 4 4 

1:01 1' 

i4Also, 4Group 111- 39 -O'6) has a higher percenta'ge 'Of positive 'respor se 

- '-4 4.than does' it counterpai't in1 -4the Sierra." This infoirmatioin seems1 to hIv 

someK':oncorrelation with the data found, in Crop Produci~' (pages 130- 1.t9)'
 
and Form Improvenents where indication sare thnt the
 

farmers in the DCP, especially those in the Sierra Region, have greaer
 

incories.
 

HAS FARM INCOME INCREASED IN THE LAST TW5 YEARS?
 
(percentages)
 

Sierra Region
 

Group I Group II Group III
 
(DCP) (Regular) (Outside) 
 'w 

Yes 78.9 45.5 17.1 

Don't Know 7.9 22.7 53.7 

C.oastal Region 

Group I Group II Group III 
(DCP) (Regular) (Outside) 

Yes 63.8 52.0 39.0 

No 12.5 10.0 31.0
 

Don't Know 18.7 38.0 29.3 

If the farrer nswered that his income had increased in the last 

two years, then he was asked to explain why. The answers do not fit as
 

neatly into the categories of weather, technical inputs and technical
 

knowledge as they did when the farmers were asked to explain why they 

had differentthan-normal yields (see Crop Production, page 1f3),,but 

sam~e general explanations are repeated here, For* examnple, a nti ber~~
 

,c44 

4-44 
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offarmers attribute their increased income to s of~frilze~ 

se eedse the weather, technical
 

'farming. Some of the reasons enumerated howvr are not very iWfrml ive 

_____and_,theref ore-not as -instructive-as _-they..41ight -have -been. ---Eleven- farr.-ers 

said that their incomes increased as a result of increased productioll... 

but gave no reasons, and 20 farmers mentioned that theyworked harder 

REASONS FOR INCREASED INCOME.. 
(number of responses) 

Sierra Region
 

Group I Group II Group III
 
Reasons Given (DCP) (Regular) (Outside) Total
 

Worked harder 3 6 3 12 
Higher production (no 8 3 0 11 

reasons given) 
Use of credit 6 4 0 10 
Fertilizer 4 3 2 9 
Selected Seed 6 0
2 8 
Technical assistance 4 2 0 6 
Weather 3 11 5 
More land farried 3 2 0 5 
Better price for 
farm produce 1 02 3 

Other 0 1 1 2 

4 Coastal Re~,ion 

Group I Group II Group III
 
Reasons Given (DCP) (Regular) (Outside) Total
 

New methods of cultivation 1 12 3 16 
Worked harder 3 2 3 8i 

Weather 2 5 1 
Use of credit 3 3 0 6 
Better care of crops 0 1 4 5 
Higher production (no 


U. 

reasons given) 
 .0 
 0 

More land farmed 1 1. 3. 
Better prices for farm . 

produce 1 2. 
Better seed 1 0 0 



The farmers were also asked whetiera hey thought theirin comes Quid 

!, ii ncrease in theynext two r os 'Dhe responses indicate that the 'farne 

in the DP in the Sierra Region are motore definite and optimistic abouit 

their future incomes a __rn the the 4% :..Atota14"..i6 

of the farmers in Group I in the Sierra felt that their incomes would 

increase 
__f:h ot e,- Sierrs--:A-,otal- of-6 

while only one third of the farmers in the other two groups . -
responded this way. On the Coast there is practically no differenceu& 

between Groups Jand TT (56.0%A), which puts Group I lower and Group II 

higher than theirL~ respective counterparts in the Sierra. A total of 39.0% 
of the farmers in Group i:CT*,- on the Coast felt their incomes would increase 
which was exactly the sane result found in Group III in the Sierra. All 

but two farmers who did not expect their income to increase answered -dont 

know" rather than "no". 

There do appear to be some general similarities in the results 

outlined above and those found on pages 147-14 (Crop Production) concerning >

the faruersl answers to the question regarding whether they thought their 

crop yields would increase in the future. 

LO FARMYERS EXPECT THEIR INCOME TO INCREASE IN THE NEXT FV- YEARS? 

(percentage) 
Sierra Region . ... ...... : :. 

Group 
(DCP) 

I Group II 
(Regular) 

Group III 
(Outside) 

Yes 69. 34.1 0t39 0 

No- , 

Don't Know 31.6 65.9 610o 



5 Don' Kno 43B42 


7 7 given,aboveo 

:niethods- of forming as a means of increasing income because '.the answers ;!(777:/! 
More land 4 1. 3
 

given are more <specific and such answers as "weather" or "work harderi ore ;': 

not mentioned as frequently. •• i~;i 

REASONS FOR EXPECTING INCREASED INCOME],Sierra Region
 

Group I Group II " Group IGo .II 
qusinaotpsticm nraes(e ae10 . The:reasons liste
 
Reasons Given (DCP) (Regular) ' (Outside) Total 

beohwvr rpeetamc .n the use. of modern
stonerenore o"-. 


Increased fertilizer use 3 4 ' 15 7:t!;
 
":;-7]{7 :f:,L.<':.7.,. ,s - :,, ,; m 7..,i. 4 15: ' !
Better farriing-7 Cf.;techniques.,:.r ././..'7.7<9/ ;.. r:. t:;],,?,7:';:5. 2 - .<:7 D 5 

- i j<:..-
Better seeds 5 2 2 9
:<:; a
f i et .:--, ::7> cans 7 L; >: a in
¢;il¢{t-;; r'i7;hods of. farming< as ra of!"7in c inco...........the..nswers
 
Investoent plan 4 0 5 . 

Wor hard'r 2 2 ... , 4.Kr_ s'; 
Better weatherfr 1 te ice4wu increase in '7-

Use of fungicides t ie their rss ti x 2 aion. 3s 
Others c t t o 
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Coastal Region
 

Ryeso Giveni Iti Group(ejjriII hGroup IIIn
udGroup _____ ) (Outside)~ Total_____________e
Rons Gient r (uiP) reit ae n__ 

Increased use of 1 16 ~'23~ 
technical inputs bt rn 

Betterfarning techn g 2 .5w !
i qui <"9 _..._____ 

Wether 4 3 i 4 4 3 7, 
More land 1 4esK ';nie2 t 7 

Other 31 5 

A level-of-living index was devised by arbitrarily assigning points
 

to 13 preselected indicators, such as two points for. possession of radio,
 

one point for use of electricity, one to four points according to the
 

type of material used in the construction of the house, roof and floor.
 

(For a complete list of level-of-living indicators and their assigned 

points see the Questionnaire for Farmers reprinted in the Appendices.)
 

The index was derived by taking the total points for each farm and
 

them according to their far- size classification..
4averaging 


.results: .first,Three factors should be mentioned about the the 

farmers in the Sierra appear to have a slightly higher index level thanV
 

the farmers on the Coast, which conforms to m-lost of the other data.
 

collected in the survey; second, the differences among the three groups
 

and the farmi size classifications are not great, indicating that most
 

of -the farmers intervieved have similar liJving conditions; and third, 

the rural credit union movement appeairs to be composed of farmers. who 

are a few steps above the subsistence-farmer class.,.
 

IWOV. 
10111 
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. LEVEL-OF-LV-I INDE 

Sierra Region ~ A 

Farm Size Group I Group II ' Group I III 
(hectares) (DCP) (Regular) (Outside) . 

0.0 - 1.0 7 56-0 70, 

1.1 -5-0 14.0 13.9 - 13.1 

51.- 10.0 15. 14.9 13.0..< 

ore 17.9 


Coastal Region
 

Form Size Group I Group II Group III
 
(hectares) (DCP) (Regular) (Outside)
 

0.0- 1.0 -- 10.0 7.0.V
 

10.1 or .. 22.1 12.5
 

9.85.9
-5.0
(1.1 12.9 


5-1- - 10.0 -1.8 13.0 10.3 

10.1 or .,ore 16.o 15.0 9.0 

K. Credit Union Participation
 

The farmers who are outside of the credit union system have not 


joined itbecause of a lack of interest (25 responses), lack of'money
 

(14 responses), lack of information (13 responses), lack of time (7 !
 

responses), etc. Because these answers do not penetrate the farmers' 

basic concerns and apprehensions, they are not very helpful in suggesting A 

different methods of attracting new members into the movement. In ordl'

to gain a better view of the problem, therefore, this section should be 

analyzed in conjunction with the one on Credit (page 117), where these
 

same farmiers explained why they have never used credit. J reading these
 

iii X~--4 A-

.,LIUjA 4 
i~I 

4 



two sections together, one can discern a goneral lack of knowledge about 

creditunions and an undercurrent of iscuiy 

OUTSIDE GROUP: REASONS FOR NOT WANTING TO BE A CREDIT UNION MEMER 

Sierra Coast 

..... of inter n 12 Lack of -interest -(nQ.
reasons given) reasons givn 

Lack of money necessary Lack of infforiiation 
to join 9 Lack of tiim.e 7 

Lack of information 5 Lack rmoney necessary
Credit Union charges to join 5 

higher interest than Neighbors did not want: "banks .. . R to join: - . .:! 2i .i~:i 

Dad previous experience Do not want obligations 2 
with credit union 2 Others 2
Others 6 

A iAiajority of far~laers in Groups I and II are credit union members 

because they receive better loan terms (102 responses), such as lower
 

( interest rates, fewer guarantees required, etc. The second most frequently 

mentioned reason is the influence of friends, family, credit union manager
 

and priest (26 responses) which underscores the importance of security in
 

an organization which holds the imembers' savings.
 

CREDIT UNION MEMBERS: REASONS FOR JOINING
 

Sierra Coast
 

Better loan terms 58 Better loan terms 44 
Influence of friends, Influence of friends,
 

fr'aily, manager, priest, family, manager, priest,
 
etc. lli etc. 12 

Technical assistance 4 Technical assistance 3 
Credit union sells technical Credit union sells 

inputs at relatively low technical inputs at 
cost 3 relatively low cost 3 

Other or no answer 6 Other or no answer 6 
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Paticipation in the credit union for most farmers means attendi'11' 

annual mec tings (a minimum of 84.0% of' the f armerB 'and, saving and~ 

borrowing regularly (a riinicmur of B7.5% of the f armers). 'iost farmers)< 

on the other hand, do not participate in t~he daily affairs and activities

of -the credit union as- evidenced-by -the±'act--thatfew-,fernieras-are -ortit:---

tee meramers and few attend educational courses. The only possible excl)

tion is in the DCP in the Sierra Region where 60.5% of the farmers attend
 

credit union courses.
 

PERCENTAGE OF MEMDERS ATTENDING ANNUAL CREDIT UNION 
 MEETINGS 

Sierra 
 Coast
 

Group I (DCP) 92.1 Group I (DCP) 93.8
 

Group II (Regular) 90.9 
 Group II (Regular) 84.0
 

PERCENTAGE OF MEMERS SAVING AND BORROWING REGULARLY
 

Sierra 
 Coast 

Group I (DCP) 94.7 Group I (DCP) 87.5 

Group II (Regular) 88.6 Group II (Regular) 92.0 

NUMBER OF MM3ERS ON CREDIT UNION COMITTEES 

Sierra 
 Coast 

Group I (DCP) 10 (26.3%) Group I (DCP) 2 (12.5%) 

Group II (Regular) 4 ( 9.0%) Group II (Regular) 5 (10.0%) 

NUMB1E R OF COMM1ITTEE MMBERS ATTENDING MEETINGS 

Sierra Coast 

Group I (BC?) 6 Group I (D?)1 

Group II (Regular) 3 Group II (Regular) i 

.. ....
 iiii, ~~~Vi~~~~~iT? .ii/)S! .! _
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PRCdiTACCOF MEMBERS ATTENDING EDUOATION- COURSES. 

Sierra Coast 

Group I (DCP) 6o.5 Group I (DCP) 12.5v 

Group II (Regu'l.ar) 27.3 Group II (Regular). 4 

The credit union members suggested a number of ways in which the 

services of their 	organization could be improved: easier borrowing termis
 

(29 responses), nore agricultural technical. assistance (24 responses),
 

morc capital through increased savings of miembers (12 responses), enforcedo
 

repayment of loans on time to increase the supply of funds (12 responses),
 

:-i:, 	 larger loans (12 responses), selling of agricultural technical inputs at 

reduced prices (12 responses), more education of i:,embers (3.1 responses), 

etc. It is interesting to note that most of the farmers claim that they 

( 	 joined the credit union because of its easier borrowing ternls, but recom

mend that these terms be made easier. A high percentage of credit union 

inu.ezbers have received agricultural technical assistance (see Technical 

Assistance, page 126), but many recommend more help. Sore farmers appear
 

irritated with their fellow meibers for not paying back their loans on
 

tinle, which they correctly realize reduces the amount of money available
 

for future loans. Since a small percentage of farmers attend education
 

courses and 11 farmers recormend more education of mem-bers, it is possible 

that some credit unions are not providing this service on a regular basis. 

Although not high on the list, five farmers did recommend a marketing
 

cooperative for farm produce.
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I 
i Other Dn E IM 	 P 

Sierra CoastD 
More 	technical assistance 13 
 Easier-borrowii'g teriiis 
 '0
Larger loans 	 12

More 	 capital through 

Techni~cal assistance ';11'
~4;increased 	 Enf'orce repaytment ofsavings 12 loans on time 8More 	 member education 10 Cooperative naretingEasier borrowing terms 9 5

Sell farm i"putsBuy products in 	 5greater
quantity to reduce More capital

Buymatchinery
selling price 	

e 
7 More 	 improvenentsEnforce repaynaent of loans necessaryon tii e e 3More member r,educationOther 	 1

Don't know 	 10 Don't know1	 7 

"'.' 1TL. Conclusions
 

Generally this study seems to indicate that the participants in the
 
Directed Credit Program hove increased their farm productivity, which in
 
turn 	has meant increased income and accuu.tuated savings 
as 
a direct result' 
4 

of the input Of outside capital and outside technical assistance into the

farm. 
 The actual am-,ount of increase and the actual degree of change that
 
have 	 taken place are still very difficult to assess. 

The farmers in the DCP, taken cs a 4hole, appear to be more optimistic~ 
about their future agriculturnl production and furm incomes, more sophisti- I 
cated in their analysis of the narketing situation, and. more ac-cive in 
expanding the size of their farms and changing the types of crops theygrow. 
They 	also exhibit more diversity in the types of technical farm
 

inputs they use, more intensive use 
of agriculturo 
technical assistance
and a greater degree cf' faru. irprovement activity. The problem with th
 

above stated general impressions is that they are 
rre represetative Of
 

th,3 three DCP programs in the Sierra then of the two oni 
the Coast.
 
4/(;42 



P" oably-nfctnadition-f- act ra s': ain t _e 1expl. 

the farmers on the Coast, suchtas adifference inof fourhectares the
 

overage size of farms, tenancy problems, less intensiv p of
mreograems 


technical assistance and education, less extensive use ofs technical inpuits , 

etc. Whatever the actual causes, some doubt has been raised about the 

validity of the traditional image of the coastal farr ass beinc more 

active, progressive and flexible than the farriers found in the mountain 

arels. 

The regular credit users (Group II), who are also credit union members, 

the amount increase and degreei ufollowDCP farers in the of in income the 

of change which have taken place. Again, this statemient is more repre

sentative of the situation in the Sierra than on the Coast because the 

degree of difference between Groups I and II is much more profound in the 

Sierra. The very fact that these farmers have performed as well as they 

did, however, has imiplications for future agricultural assistance programs, 

i.e. that low cost,) less intensive programs can still lead to progress,
 

but im-.pressive gains will probably be sacrificed.
 

Thec survey also indicates tha~t the local credit union. is a viable 

institution which provides the small farmer with be-tter loan terms and 

quicker service than hie can obtain from-. another institution. In many 

instancec, the credit union is the sole source of credit for many small 

farners and the only place where they can purchase technical farn inputs 

at reduced prices. 
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STechnical assistance is cosdrdan integrali part of the develop'
iite< n '-lying thehirected C grit.pram. The theoryholdsthory that 

without on- the-fart training and/or a program of educionfimproved 

farming techniques the form~er will not be able to increase-his farm 

productivity and will thereby fail to make the best possible use of his,
 

credit. The purpose of this section is to examine this phase of the DOP
 

from the viewpoint of those giving the advice, the agricultural exten

sionists.
 

The members of the interviewing team received instructions to inter

view in each of the six areas they visited, in addition to the farmers,
 

all agricultural extensionists including government, private company,
 

bank and local credit union extensionists and Peace Corps Volunteers who
 

worked with the local credit unions. They were also to interview anyone
 

whom the farmers mentioned as having given them assistance. Finally,
 

they were to question anyone who had given an educational course or
 

demonstration in the area, which many times meant the "gerente" or manager 

of the local credit union. In all only 8 people were interviewed: 6 

m-anagers of credit unions, 1 Peace Corps Volunteer and 1 field inspector. 

Although this was a very disappointing number and distribution of
 

interviews, it was representative of the fact that the credit union
 

imnagers have been responsible for providing much of the technical
 

assistance which has been given in the Directed Credit Progran.
 

44, 
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€RESULTS FRMTEITRVID WITH -TEEXTENSIONISTS

1.Prncpal Advice' Given to the Farmers iby the :Extensioni~sts : 

. Use of fertiier 
 4 
B. Userof 	 endfungicides insecticides 
 . 4".' ' ' .A A
C. Correct use ofNcredit 	 o
 

D. Family Budget 3E. New methods of farming 3
F. Importance of saving and investing

G. Use of improved seed 	

2
 
2
 

H. Cooperativism1
 
I. Soil analysis 	 1
 
J. Importance of accepting technical advice 
 I 

2. Failure of Farmers to Follow the Advice Given
 

A. 6 extensionists have problems getting the farmers
 
to follow their advice; 2 extensionists have no
 
problems.
 

B. List of the problems of getting farmers to follow
 

advice: 	 N of 
Numiber o f... ., ' 

Responses
 
1) Farmers are resistant to change 
 3 -2) 
Lack of education
 
3) Farners do not want to be visited 
 . 

unless they think they have a problem I
4) Lack of money
5) Extensionists are not in a position to 

1
control 

the investments 
' 

1
 
6) Extensionists are not in
a position to
 

control the methods of farming 

A
 

i i~ii~ii~i!
.... ili !i!ii:!i~iLYi
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3. 	 The Principal Problems of-Frmers:: 

Response 

A. 	 Lack of marketing system 5D3. 	 Economic, cul~tural, educational problems 4C.	 Land tenure -3D. 	 Lack of' technical assistance 
E. 	 Wrong use of fertilizer 

3 
I 

F. 	 Failure to diversify type of crops grown
G. 	 Lack of capital 1 

I 

4. 	 Problems Extensionists Have in Performing Their Work: 

Number of
 
Responses 

A. 	Lack of capital 
 4
B. 	 Failure of farmers to cooperate in the
 

repayi.ent of their loans 
 3C. 	 Transportation problei-m-s 2
 
D. 	 The manager must perform the work of the


co.~ittees 

2E. 	 Farmers will not follow advice 


F. Lack of help from the Federation 	
1 
1 

5. 	 The Directed Credit Program 

A. 	6 extensionists were familiar with the Directed
 
Credit Program; 2 extensionists were not 

P. 	Reactions of the 6 extensionists to the DP: 

Number of
 
Responses
 

.1)Need more technical assistance 
 42) 
Helps meet credit needs of small farmers 23) Lack of employees to operate DCP 1
4) 	 Members receive technical assistance1
5) 	 DOP needs more capital 1C) 	 Helps agricultural production,1 

" -" .-" 
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A. 
07 ..........2) .epi r : n e ~ t o a ~ ~ g n z t h .......... 

3)c Ml fAssistance g 

All extensionists felt that technical.assise---
could- be' improved. 

-----

K:. .B. Suggestions for irproving technical assistnce,>! i., 

Responses ,, 

1) More effective help from the Federation 
2) Help fro international organizations
3) More effective agronomist frorathei7< 

Extension Service of the Ministry of 
Agriculture 

4) B3etter training and preparation of credit 
union anagers and field inspectors5) Obtain better selected seed 

6) More cooperation from cor.i0.ercial firms 
7) Organize the agronoaists in an area8)More technical agricultural courses 

3 
2 

2 

I 
1 
1 
1 

K 

7. Demonstrations of Agricultural Technioues 

A. 5 extenionists have given demonstrations of 
various anricultural techniques and 3 have not. 

B.Te 5extensionists gave an average of 24 
demonstrations each over the past two years;
one of the~i Gave over 100, while the others gave
10, 5, 4 and 3 demonstrations respectively. 

C. An average of 9 people attended each of the 
demonstrations. 

D. Type of demonstrations: 

1) 
2) 
3) 
4) 

Use of f~ertilizer 
Soil analysis 
Use of insecticides 
Seeding 

N'um~ber of 
Responscs 

4 
2 
2 
1 >4 



S. 	 Transportation Proble R 
A., 6 extensionists havetransporttion 

probles 

1) Lack neans of transportation
' ) Iach roads to the farr.is 

3) Distances between forrers 
4) Weather, especially in winter 

The extensionists visited an average of 17 farns 
per month. 

10. Ehch famr visit took an average of I hour 15 minutes;some extensionists averaged 5 minutes a visit, whileothers averaged as long as 3 hours per visit. 

11. The extensionists revisited each farr on the averageof once every 4.9 months. 

. 

3 
3 
1 
1 

1i " ... 
. .. ... :: 

5 
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SECTION V 

PROPOSED AREAS OF STUDY 

9 - A

f4 

' ' ,: " I. ::-?, ;: , :; " : : . , ' - '. L ; ::: ! ; , , . ' ,:- i - - ~ ,':' 



On Janury 1211968, Laurence J IJuringB, acting Agricultural Advisor 

to USAIDcuador discussed in an interoffice emorandu h 

establishing a continuous programi of statistical agricultural production 

research through the credit union systeri, and paraphrased the CUNA Country 

Director as saying "that such (research) would be impractical if'not 

impossible considering the organization of the Credit Union Federation and
 

the nature of the credit unions..15 The reason for this was that neither
 

the National Federation nor the individual credit unions have the staff for
 

in-depth studies, since their employees were (and still are) coiz:itted to
 

operations and management.
 
As a result of this study, however, this writer strongly feels that
 

continuous and systematic statistical studies are essential to assure the 
seid develnpment of' the Directed CrdtPrograrn. Infact, faiur t 

condct
omprhenivestudies and evaluations of' this and other prograns.
 

and operations will surely handicap the Federation in its efforts to cut
 

'osts and strengthen the entire credit union movement. Such analysis need
 

- nonecessarily involve the Credit Union Federation in time-consuing work
 

or undue expenses. This section attempts to outline those areas which
 

should be studied and the possible rethodology which could be er.ployed. <

.8. Laurence J. Curxm.ings, Memo to Mr. L. Paul Oechsli, Director of AID' 
Ecuador, "Assessing Production Increases, Credit Union Progran," Jan. 12, 
1965. 

F-A' 
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1. -. 0 ll 1 I 

It is.ecomended that, theDirecte d: Credit Dearat-conbine.'bo-bt
 

::; :::. ;.i
i!!.-"-i~nfornation concerning the operation an.d!.adninistration :of ;the .fDCP whc 
: 
 ...
a":. was gathered for the first time during the data-:coileciing phase of 
 hi
 

":: :.,:study:. The information obtained should include the following: 
 tihe total
 

number of mer.bers who participate in the DCP in each credit union during.:": 

a detailed listing of thethe year and the total users of directed credit intoamount of the loans granted for usethe innur.Lber of 'the program; 

farmers, artisans and sall businessen and also the purposes for which 
 .
 

the loans were granted; the otal nufoer of members who use regular agricul
t r loansofal in each credit union during the y and the total amount of 

these loans; the total namber of loans approved for production purposes ") 

and consuner purposes in each credit union; 
the name of the agronomist
 

or agricultural expert who advises the farmers in each credit union, the
 

name of the agency or private company he represents, the amount of time 

he spends per month working with the farmers, the type of advice, he gives 

and the way he performs his work (e.g. demonstrations, courses, visits to
 

experimaental plots, etc.) 
and the total nunber of fariers with both directed 

credit loans and regular agricultural loans who receive this technical 

assistance; the total ntu:ber of fariers in each credit union, the total
 

amount of credit they receive, the total nutber of nonfar.iing members and
 

the amount of credit they receive, the extent of the demand for credit by
 

each of these groups and the number of loans grnnted and/or denied to each
 

of them. 

.....
. .. 
 ..
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The list of the farmers in the flOP and the rcasons~for~whichi the loans 

were granted should be used bythe promoters of. the Dpartentduring< 

periodic and randomi farm visits to verify whether the 'loans ore being used r 

for the purposes intended and whether the full n3rount of each loan is being 

utilized. The Directed Credit Department could possibly work in conjunctioni<J 

with the Cooperative Bank of Ecuador in this effort (see page 85 for other 

recotmendations for controlling the use of the directed credit loans). 

All the above inforr.mation could be gathered on a year-to-year basis by 

the promoters of the Directed Credit Department or by the managers and 

submitted along with the credit union's year-end financial statement. The 

method eployed in this study was the use of students from Central Univor

sity who completed the work in one weekend in May. 

SA Comparative Study of Three Groups of Farmers 

The corparative study undertaken this past year to analyze the effects 

of the Directed Credit Prograr (for results see Section III) was disap

pointing and inadequate for a number of reasons: the lack of structure to 

the DCP on the local[ level made it very difficult to isolate the partici

pants from the nonparticipants, the length of the interview limited the 

ariount of information which could be collected and the accuracy of the 

inforrmation was low because the interviewers had to rely upon the farmer's 

memory of past events. Thus, the usefulness of the study lies in the fact 

that it gives one an impression of the effects of low-interest loans upon 
/4
 

those who are usually outside of the nornal credit system.mlut it is
 

difficult to draw definite conclusions about the causal relationship
 

- mbetween the Directed Credit Prograim and changes in farm productivity, 



1922 

internalcapita) formation and level of living. More refined and detailed" 

studies nre neednd before the real effect ofsaedirected agricultural produ' 

tion program will be known. 

Many of the weaknesses of the study could possibly~be overcone by re

visiting ini 1-3 Years time the same farrmers who were recently interviewed. 

The questionnaires which were used contain sufficient identification of 

the farmer and his farI location to enable a team of interviewers to revisit 

the same groups of people. There would be a number of advantages to be 

gained from such an effort: 1) some of the data collected this past year 

could be used as base information for later studies. This would eliminate 

the need of asking certain background information and thus permit a more 

concentrated questioning in other areas; 2) sim.ilarly, because the length 

of an interview is limited to less than one hour, more information could be V 

collected in each successive interview because there would be no need to 

repeat certain questions; and 3) it would make it possible to observe and 4 4 

compare data from two or more different periods of time. 

111. Continuous Analysis of the DCP 

Another approach to analyzing the effects of the DCP --- one which should 

have been implemented at the time of the first Pilot Project in Santa Teresita 

--- involves administering a series of questionnaires to farmers in the 

program. At the time the farmers take out their directed credit loans they A 

should be asked detailed questions about their entire farming operation. 

After they have completed use of this particular credit, a follow-up study 

should be conducted, preferably soon after their crops are harvested and, 

IM i i 



7i-arketed eFei this grourp of farnersna small nu hlrof thea should be 

WA 'i-~ oelected~ for stillifurther study. During~a&thr'ee-to-five yoor prioa 

two questionnaires should be administered each year to each of these 

f Tarmrs --- one at the time of seeding and the other at the time of
 

harvesting and riontifr1h u ta n
 

Even more accurate results of the before-and-after effects ofr the DCP > 

might beobtained by studying a group of farmeers for a couple of years 

beforec they enter the progra and then conduct a follow-up study similar 

to the one outlined above. 

This analysis of the DC need not necessarily involve a great ntmber of 

farniers, tiime or money. It is imuch more imiportant that it be done in a 

system.'atic and continuous ,-anner, rather than on a large scale. J 

TV. A Comparative Study of a Directed Credit Prograi-. and' a Program of' 

Education 

There are very fewt major differences between those farriers in' the-

Directed Credit Prograi- and those who used regular agricultural credit. The " 

Credit Union Federation attributes the lack of variation to the fact that 

there is a "spillover" effect between those actually in the DCP (i.e. planned 

credit and approved techniques) and those not in the program. This is 

The emphasis on education and promotion, :definitely 	true to a certain extent. 


the DCP, have favorably influenced the nonparticipantswhich are 	 central to 

some of their methods of farming. It is equally possibl'\ however,to change 

that these two types of loans appear to have sirailar results because o 

failure to provide technical assistance, supervision and planning to the 

farr,ers who have directed credit loans. Given the fact that there have been
 

4'''' 



eiethe te of production credit,modest gains' bynmost fthefa pers ui 

mo e modest prdt rogra oiu . bethe possitility exists that a nuch cheape' 
created which could achieve similar results. t 

or threeIt is therefore recoimended that the Federation select two 

Jcredit unions which are presently outside of the directed credit
5"strong 


training,.;,<>system and introduce an active and intensive progran of technical 

which stresses the benefits of productive loans. No attempt should be made 

to promote increased membership or savings by promising a large loan from 

the Cooperative Bank. After a period of time, the taenbers of these credit 

unions should be compared with those in the Directed Credit Program. In 

to such questions as: Is
~. Ithis way it might be possible to find the answers 

the promise of a large loan from the Cooperative Bank necessary to inspire 

I ( to funds through increased savings or tothe membership raise noatching 

adopt programs of education? Likewise, is a large loan to the individual 

farmer (a directed credit loan is usually B tires the far.ier's savings) 

order create entire membership of a creditnecessary in to incentive among the 

union to increase farm productivity, internal capital growth and l4el of' 

K I' living? Or is it possible to achieve similar results by implementing a much 

cheaper program on a much broader basis through the introduction of a strong 

training and an equallyeducational program, which emphasizes technical 

vigorous promotional campaign which promotes the advantages of credit for 

probable that the typical creditproduction purposes? Also, is it not 

union members are a little more ambitious, a little more willing to accept 

credit union end, therefore, are a
risks, than those that have not joined a 
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litlemoe ytoadptchhnes ,in theirfamn rithdsonce a determie 
ef'fort is L.iade to show theml how it can be done?. 

V Analysis of' the Cost of' Production and Rleturn on Investment 

A study of the cost of production and return on investment is the'b t
 

way to analyze the effects of' the Directed Credit Program. Such analysis..
 

would permit a study of'the role of' capital in agricultural development the
 

rate of return on farm inputs, the internal capital formation on the farm
 

(including a study of consumption and savings of the form families), the
 

the economic conditions facingth
ability of the f'armer to utilize credit, ionf'a ..the 

farmer (including a study of prices, inflation and marketing), and the rela

tionhipof' the farrier's rianngei~tent abilities to f'aria productivity. 

This type of study was not undertaken during the past year for two 

reasons: 1) it would have required more than the one hour which was estimated
 

as the maximum amount of time for an interview before the reliability of the
 

farmer's responses would decrease substantially; 2) the farrier does not
 

usually remember, for exar.iple, what his cost of labor was or how much he
 

spent on farm supplies or how much of the farm produce his family consumed,
 

etc. A number of visits would have been required in order to obtain this
 

information, especially around seeding, harvesting and marketing time. 

A modest system could be established for obtaining this data, one which 

would involve periodic visits to a iall nuber of farms. Assuming that - -

the DCP is reduced in size from 26 credit unions to five to ten, three or 

four of these could be selected for intensive study. From each of' che credit 

-
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unions selected 2 farers should be chosen in threed or el in ps, 

depending on farri size -- 0 5 hectares, 5 - 0hectare's and 10 or iar e 
•~ ~~~~ adLn s	 .)MMdTnr 

hectares - Thus there would be a total of six farmers in each credit
 

, inesmet 	 : ", ;:.:r: 

The 	 following is an outline of the type of information which should be 

obtained in order to analyze the cost of production and the return on
 

investment:
unon a a re the geea2ue4.ladb're?:	 > 

3..
Land Tenure and Land Use
 

A. 	What is the total area of land owned or rented or held in partner
ship?
 
What is the total area of land operated?
 

C. 	What are the general uses of land by area?
 
D. 	Ask landowners how much land they own, the year of acquisition,
 

whether by purchase or inheritance, amount paid, method of payment,
 
due? rilbalance


3. WitE. 	 Ask the farrners who rent land: 
1. 	What is the duration of the contract? Is it writ-ten or oral? 
2. 	Is rent paid in money or in kind?
 
3. 	 Isrent paid in advance? 
h. 	 Payment in kind: 

a. 	With what products?
 
b. 	Ispayment a fixed quantity or a percentage of the
 

harvest?
 
c. 	Is any consideration given to fluctuations in prices
 

or yields? *What considerations?
 
d. 	Does the farmer have to make delivery of the rent or 

does the landlord pick up the produce? What costs 
are involved? 

5. 	 Does the owner of the land furnish anything inaddition to 
the land that is rented? What (e.g. seed, fertilizer)? 
How 	 much? 

F. 	 How rmuch land is cultivated with the present equipment and labor? 
What limits the amount of land that can be cul~tivated or the amount 
used for livestock? 

II. Labor Resources
 

A. 	When asking about famil.y m~embers who work on the farm~ find: out :,the> 
number, their ages, type of work,, amount of ti~me worked peir day 

B.week, month, eandiyear, amount paid (if~any). 
B.When asking, about~ outside wo'rkers, enrlboed on the farmn find out the.. 

number of permanent and temporary worker, ht tgs LItvatn 

they~are inovd n ih,,tp of worx~ number of dayswre e 



L
ye-r., d of payment (whether in noney or, in kind) , 

III Credit' 

A. Ask the farmer about any previous use of credit, such as', the,'V, 
_ --- month, erms, v --source, pups) uechrgesjJz'W 

or interest, etc. 
B. 	 Loans presently outstanding: 

1. 	Number of loans, purpose, source, location, date of the loan 
interest and co.mmission charges, payments Lmde and balance
 
due.
 

2. 	How or where is the farmer going to obtain the money to repay
 
the loans?
 

3. 	 Is the farmer behind in his payments? Why? 
C. 	Could the farrier use more credit? Why or why not?
 
D. 	Does the farmer save money? If no, why not? If yes, how much per
 

month and where?
 

IV. Cost of Production
 

A. 	Include the cost of laborers (see article II, Labor Resources). 
B. 	Crops harvested this year:
 

1. 	Type of crops, area sowed, area harvested, to.,al quantity
 
produced? .
 

2. 	 Distribution of the production: How much is used for seed, 
feed, consumption by others; how much is lost? 

3. 	 What is the total quantity marketed? At what price? 
C. 	Crops harvested last year:
 

1. 	Area harvested, quantity produced, amount marheted, price? 
2. 	How does the harvest of last year compare with the harvest
 

of this year? If there is a difference, why? How much
 
difference?
 

D. 	 Cost of inputs: 
1. 	 Cost of seed, fertilizer, insecticides, etc. (include the 

cost of storoige, transportation, cormissions, etc.)?
2. 	Type of crops involved? In what quantities are the inputs
 

used? What is the cost per crop? Are any of these costs paid
 
for 	by the landlord?
 

3. 	 What are the commercial names of the products, the formulas, 
etc.? 

4. What arc the costs of other production inputs, such as,
 
gasoline, repairs, tools, rental of 1-ac'hino or oxen?
 
Quantity? Value? -


V. 	Livestock
 

A. What is the farmer's present inventory of livestock?, 
BWat reductions occurcd l~itenuubeor of anii als during'.the post'j' 
year due to: 

' 0, 



2. 	FBamily consumption or others? 
' C.~~1 Dhticeassocre iei .. e.raSales?
 

a. 	How many livestock were sold?
 

b. Price per unit? tot..l 

increases occurred l of duringin the sberanimals the 

past year due to: p1. 'Births?T
2. 	 Purchases? 

a. 	 How many purchases? 
b. 	 Price per unit? 
c. 	 How were the purchases financed? 

D. 	 Livestock production: 

etc.dring tarhetigyear? Units and quontities? 
1. What were the prodstio of milkg, chees, oneggsrates, wolt,2. Hw o 	 on the fari-?mch itwasconsumed 

2. These costs should be calculated according to the type of 
animals.
 

Va. Marketing
 

A .Selling of anirmals and/or form produce:
 
1. 	Where are the principal miarkets where animals and/or form ~ 

~produce are Bold?
 
a. 	 How for away is the market in either distance or time? 

b. 	How does the farmer get his goods to market?
 
What costs are involved?
 

2. To whom does the farmer sell (e.g. marketing cooperatives,
 
government, private firms, middlemen, etc. )? 

3. 	 What are the current prices for farm products and livestock? 

4. 	 Could the farmer get a higher price for his goods if they 

were marketed differently than they are now? How? 
B. 	 Buying Farm Products: 

1. 	 Where does the farmer buy his farm products? 
a. 	How far away are the stores in distance or time? 
b. 	 How does the farmer get to the various sellers of farmi 

products? 
c. 	Does the seller deliver to the farm or does the farmer
 

have to find his own means of transportation? What costs 

are involved? 

2. 	From whom does the farmer buy (e.g. consumer cooperatives,
 
government, private companies, etc.)? 
 . 

...... 

i 
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3. Wht re 'the current prices for such-things_ as. 
fertilizer, selected~seed~ insecticides,, fuicides, etc ? 

4. Could the farmer puchas'e)'the farmz products at lower ~priceh? 
How? ~ 

VII. Technical Assistance and Adoption of Agricultural Techniques 

--~Has-the-farner received. any--technic al~assistance,onhi sfarri?---
1. 	Who gave the advice (e.g. the name of the organization, the
 

name of the extensionist)?
 
2. 	What type of advice was given?
 
3. 	How was the information presented (e.g. demonstrations, course,
 

visit to an experimental plot, etc.)?
 
4. 	 How many visits were made? How much time was spent during 

each visit? 
5. 	Did the farmer use the-advice? Why or why not?
 
6. 	 How could the technical assistance havo buen improved? 

B. 	Has the farmer ever received, any technical assistance away from his
 
farm in group courses or demonstrations at the local credit union
 
or Extension Service?
 
1. 	Where and when? What organization sponsored the course? Who
 

actually conducted the discussions?
 
2. 	How was the material presented?


( 	 3. How many courses has the farmer attended? 
4. Has he used the advice? Why or why not?
 

4 	 5. How could the advice have been improved? 

C. 	What types of new agricultural practices have been adopted by the
 
farmer?
 
1. 	Does he raise improved breeds?
 
2. 	Does he use artificial insemination?
 
3. 	Does he vaccinate his animals against diseases?
 
4. 	Does he use selected seed? Fertilizer? Insecticides?
 
5. 	Does he use balanced rations?
 

VIII. General Expenditures for Overall Farm Operation
 

A. 	How much money did the farmer spend on purchases of tools, machinery
 
or vehicles, if any? When?
 

B. 	How much did the farmer spend on repairs and maintenance of his tools,
 
machinery or vehicles? How much does he spend on gasoline, oil, etc.
 

,- in operating his equipment?. ..
 
:
C. 	How many buildings --- house, shed, hog house, stables, corral, 


etc. are there on the farm?
 
1. What major improvements have been made, such as, construction,
 

repairs or maintenance of any of the buildings on the farm?
 

-
inoeain
i qpetB,?'
 

L i 0 ioRat 



a. How much was spent?

b When?
 
c How were the improvements financed?

2e How much do general expenses, such as rent or taxes; 
 nt
to a year?

D.~ Were any improvements made to the land (e.g. a new well, irrigation
system, land clearing, land leveling, new fence, drainage~etc'.)?
1. .Whenwere.-these-mprovements.ade?-.---.
2. What costs were involved?
 
3. Where did the farmer get the money to pay for them? 

.IXOther Sources of Income
 

A. How many Maer.bers of the farmer's family work away from the farm, but
 
help support the family? 
1. How much do they earn in a year?
 
2. How many days a year do they work?
 
3. What type of work? 

B. Is there any other farm income, such as, renting of machinery or
 
animals, etc.?
 

X. Family Expenses and Level of Livng
 

A. How much does the family spend on food per week and per month?
 
What are some of the current prices of food?
 

D. How much does the family spend on clothing, health, education and
 
transportation?
 

C. How much does the family spend on recreation and entertainment?
 
D. Level of living indicators, such as, does the farm have electricity,


does the farmer have a lar.p or radio, sewing machine or separate

bath? Of what type of material are the house, its floors and
 
roof made?
 

S i
m 
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APPENDIX A I ! 

THE DIRECTED CREDIT PROGRAM IN THE CREDIT UNION 
SANTA ROSA LTDA. 

by 

__- -Toney--Ma nkus ----

Peace Corps Volunteer Tony Mankus was among the 12 Volunteers who 

were recruited and trained to work specifically in the Directed Credit
 

Program. They arrived in Ecuador in September, 1968, and were immediately
 

assigned to a credit union --- Tony Mankus to Santa Rosa in the Coastal
 

Region. In less than one year, not one member of the group of 12 continued
 

to irork in his original assignment as Field Agent or supervisor of the DCP.
 

Because of this development and because he worked full-time in a credit
 

union which was analyzed thoroughly, this writer encouraged him to write
 

about his particular experience in the DCP. The article which follows
 

expresses the opinions and observations of this Volunteer.
 

The credit union had three basic problens related to the Directed Credit
 
Program: technical assistance, bank loans and fertilizers.
 

Technical Assistance: Arcelio Ordofiez, the manager, noted that this was 

and continues to be the basic problem with the program as well as'the 
essential need of the small farmers in the area. In the eight months that 

I was there we worked very hard to get technical assistance from either 
Extension Agricola or from Juan H. Kurger, but with no success. The 
problems with Extension Agrcola were many. First) it was understaffed. 
Soon after I came to Santa Rosa, the head of the Machala office left for 

Loja and his replacement didn't come for a lor"3 time. The assistant 
director (Sr. Compoverde) though a good man, had his hands tied. Due to 
the tem porary instability, there as a lack of direction and planning. In 

addition, a plague had broken out in the area and he was working seven dayp 
a week on an emergency basis covering an area that would have kept many 

more agronomists busy., 



) 203
 

i' ,(The 

a 

* 

(-

The second problem was the lack of money. At times, the Extension Agr6ioa~
didn't even have enough money to buy gas for the trips to the field. The ~~' 
credit union ianager offered to buy the 10 gallons of gas for each day
spent working with the farmers of the credit union, but that was only a 
partial remedy. They cane out three tines, but these were early single,
visits that didn't getmi-uch beyond platitudes. What is needed is visits
 
on a regular basis, especially when problemis occur. 
 That woy the f armers 
know when the extensionist is coming and can notify the credit union that

he 'should be visited. The farmers too have plans and sometimes cannot 
be found unless there is mutual agreement on the day.
 

The third problen was bureaucratic: Sometimes they get hung up on paper
work and don't'want to leave the office. One tiime we spent the entire
day drawing charts and making plans for a whole year in the raetodologia(Liethodology) of Extenisi'n Agricola-credit uninwrngelto .Ned 
less to Bay, nothing came of it. The work is out in the field. 
 I finally

talked thema into taking a more pragmatic approach on a trial basis and on

three separate days they visited the farmaers I was working with in the
 
program, but itnever got beyond that. 
 The new head of the Extenision

Agricola office in Machala promised2 the credit union regular weekly visits,
but the result so far has been one visit by Sr. Campoverde to one of the 
farmers who grows tabacco.
 

:i t' ", !i/- : - ' , ."-- ° : - ,!}'. /' ¢ , ',- '.,- . ,problem~ with Juan H. Kruger was that we were fighting the 
-' 

J' ' ,) ('!, , '.' [ !:',- 'L," . -. .. \ ,,./:' /" ' ," - !V'I ' •a¢ 
nature of

" a a' a ,'i;! ' " , .::. i i# :'-:, . :, 'i!iL ,- i!. i - : •teorganization. - ,., f :',,' ": ;J,' ,j! - : ' il -!4it is a business and doesn't see a profit in giving '! 
• !,.. , . . < • i - I i ' / I ' :  -,< ! / : , % ! - : • : ,: -i # : - a -#i~ i i~i. ! •'' ' . i ! /technical.i}! ~L assistancei !, • i / - . to the small- ' : farmer.' ; ii i i , ~ii / , :! ! i !a . -a-pWe did have about 6 or 8 soil 

samples analyzed through them at t',he laboratory of Fertisa in Guayaquil. 
. n eodpolmwste lao ,moey " .t: ~S: th A;- e4 iThe service was without charge, but som~etimes the farmers had to wait a-I
.ionth and a half to two months before the results came back, even though

they promised ten to fifteen days service. On one occasion they organized
a field t'Urip to their experimental farm in Machala for the sm~all farmers
in Snnta Rosa, but that was the beginning of a relationship that never 
developed, Attempts to coordinate the USAID/Ecundor corn kit program with
them, a program which might have given at least a sm~all impetus to crop
diversification, failed. 

At this point 1 rtight touch briefly on myW experience with Direccio'n Nacional 
del flanano. Every banana farner, whether he be large or sm~all pays 1 sucre
 
to DhNB for each racimo of bananas that he sells. For this he is supposed

to receive technical assistance, such as the spraying of bananas against

"~Ter:.,acurh, a sketch of his land and visits by agronomists. The small
fa.r.mer receive; none of these. 
 I'm not too familiar with the situation at

DND, but it's probably similar to the Extension Agricola. They do have
 
more money than Extension AGrfcola, though they are not without their
problems. (Recently itwas reported in the newspaper that Anglo cut off

the delivery of oil to DND because they had fallen behind in their account
by .,000)0o0 us$4Ooo0,....
 The offshoot was DNB3's suspension of all.
 
spraying in the Province of El Oro).
 

".'" W 
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.,the, nearby t~wnth of Miraflores.DB
form"a pre-'credit un+:ion and tio,, sign u- f1r,
 
farriersad
treindividuallY'eetdy, 
as: can :be testified by a numtber: of indifviduals wh
 

' :- Having thus 
overcome.the initialihurdle j
-tegopo: -b :iinaficesf di- 7Miraflores Tbegan to receive the services entitled to te 
 ,cudingl '": +'
spraying and visits by agronomists. 
They now' sell bananas regularly to:+~i+'iii i
NAFRUCO, an export company, and are well on their way to becoming a leal~~.
Banana credit union. "i~!
This example is only incidental since it has not.hing:::!ii
-to do with the Directed Credit Program,. except perhaps to point out that.,i!i}.
problems of small farmers must be. solved at the local level, on a pragmatic :basis and not through preconcieved plans formulated in Quito.
 
Bank Loans:
ha t ie repThe second fundamental problem that the credit union Santa
eate.ed 
 t f r
Rosa has had in the Directed Credit Program has been with the Coole 

:
The loan for directed credit came late and could have easily upset
 
. . .::
 '
ativ
 

for some astute improvisation
the planning of farmers who were expecting the money, if it hadn't been 

on the part of the manager. Here is the /
 

story: 
 The Directed Credit Program in Santa Rosa was launched in April
1968 with a meeting farmers ,,were invited. to which and dignitariesDue to the demand on the part of the far ersthe first
from. the Federation .
~~-A 
loans were given inrAugust and September with the~~probmis ofsoal famr u 

oney the credit unionhad recently received from thestCooperative Bal. This loan from the Dank

besleda1hlcllve0naprgai
 

was for regular credit, but the manager saw it fit to devote the money.,
 

tdirected credit as it was a social demand long neglected by the leaders
 

n thueprsve credit fromhe
Tntyto, farmers.reevdcei
rest of +hemers..
i ore o uponof, 
bout S/230,000the(US$1,5O0).
directed creditbeagriculturists
loan using the na, 

..ar Inm order
v
the manager icmeditely petitioned the Bank for a
a 
 of these and other farers with whom
he had already worked out
Banse epresupuesto" (budget)
loan:
L Theso The credit union was
d fboundat000 (US15,00) to be sent in two parts,
first of which was to arrive in November or December. It didn't coie
until February. Fortunately the manager had forseen the demand for credit
by the other members and was able tx eeet it.
forhe Wmen the money did come,
used partof it to repay the balnce of the first loaa 

Dir 

nd the reaining
sory Theious The second partcame in July, though he didask that
 
it be put off until this time., because the credit union had had a reserve. :'
Fro6 this example can be construed two weaknesses of the Directed Credit
Program. First, delay on the part of the Bank can ruin th 
 re i 
 t
farmers who plann receiving the money according to the cycle
crops. f th ui
Second, it points out the looseness of the entirel
program,
at worst, could result in the misuse of funds. 

rch
 
rm wtwhom
 

http:Miraflores.DB


'KThis is not to negate, however, the good that was provided by makingK 
credit !onthose spcial terms !available to the credit unions, AsArceio 

pisix month grace period available before 
the first repaymient is due, he might never'have been able to make loans~ 
to farrers. The fordemand credit by the other members is a continuous, 
stream and an interuption of the strean to lend maoney to. this type of
member who is in the minority would have caused more than mere ripples in. 
the smooth running of the credit union. Inaddition, the poorer farmers 
cannot-afford to beginpaoyee an first month following;
they must wait for the harvests. 

In my last talk with the mianager he revealed some interesting statistics. 
Of the 660 active members in the credit union, 100 are full-time farmers 
and about 40 more own land which they cultivate, though without devoting 
all of their time exclusively co agriculture. Though they represent only
20% of the membership, tile farmers receive about 30% of all the money lent 
out. In addition, while only 50% of the regular members have loans, 100% 
of the farmers have received credit.
< Finally, the farmers, on the average,
have considerably less in savings than the other 
eembers. That is to say,
 
though they represent 20% of the membership, their share of money deposited
 
into savings is much less.
 

Added together, these statistics would indicate a gross 
 -isservice
to the
 
majority of the membership, if it weren't for the fact that the credit 
demands of the nonfarmer member have been net. This amazing achivement L 
due partly to th . fact that only 50% of the regular members ask for 
credit, though a lion's share of the credit must go to the Cooperative
 
Bank and to the Directed Credit Program in general which have injected
 
money into the system to meet a social demand. It reinforces the slogan

that cooperativism is a business with a conscience.
 

Fertilizers: The third and last problem Santa Rosa Ltda. had was with
 
fertilizers. 
 As part of the growing service to farmer members, the credi' 
union decided to invest in fertilizers when notice was sent by the Federa.,
 
tion that it had completed a deal with Fertisa and FAO by which selected
 
credit unions could buy fertilizers on a five year interest-free credit. J
 
The credit union was to buy the fertilizer at special discount rates and
 
sell it to the farr.ers at the going prices, the difference to be used in A
 
covering storage rent and payment of the loan. 
 When the notice arrived 
the manager and I were very enthusiastic about it since I was looking to 
strike some sort of a deal like that even bofore we knew of the Fertisa-. 
FAO-Federation arrangement. 

After the credit union was notified that it was one of the selected, the
 
trouble began. The manager went to Guayaquil and visited the office of
 
Fertisa only to be told that the contract between Fertisa and the Federation
 
had not yet been signed and therefore he would not be able to take advantale. 
of either the credit or the special rates. He tried to reach the authori' 1',, 



in the tut bed was unable to do o400 quintales (o'ne quintali qult 
S o The manager finally bought00 ~u's ffriie~a

sonewhat reduced price, though not as lowas had been promised in the Atter.
He wrote
out a check for over S/20oo n(Us$il000).
 

That was only the beginning.Fderntion	 he fertilizer arrived at the beginningtheJrainy season and was-placed in a 	
of

smeall
renta 6 msoghtobexobringfrunion. The 	 tsaces of wcredultd-	 ari61. though because 	 that were..:of the hmidity ander ary bruined sThe far.ers 
were not buying the fertilizers because it is washed a inJbecause the banana market 	 way hard rain andin Ecuador hadNobody wanted to spend money 	 taken a turn for the worse. 
investment. 	 improving fruit that wasn't returning theIn the meantime the "Sulfato de Arionio" was deteriorating andthe credit union was paying rent on the storage roor.i. The13-13-20 were not selling at all. 	

200 qq of Abognan
Not one soil analysis that we did in the
area indicated that there was 
a need for 13-13-20, yet the Engineer fro
H 	 . Kruger, 


sought before buying the
 
Juan Gonzalo Lyola, whose advice was
fertilizer, indicated that we should get that 	mixture.
 

frying to minimize his losses, 
the r ,nagerfinally began to sell the
fertilizers at reduced prices when the market recovered somewhat.petition, Dan Yoriarty, At mythe head of CUN.(credit 	 inEcuador, arranged for theunion to release the undariaged 200 qq of 13-13-20 for sale by Juan
H. Kruger in exchange for future credit, but the manager finally decided
against it since he now feels that the credit union will rerove itselffrom the deal. 
 Though'the bad experience had something to do 	with it, he
said that Juan H. Kruger does not supply UREA, the fertilizer most in
demuand by farmers, and because it really is 
a bastardization of the savings
and loan credit union to throw itself into the business of selling products.
I'm inclined to agree with him . 

A 2' CA, Xr- I.4 
 . ?;d
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.= , . , . 444,4444444 .4.444.4 ~ . 44 4 4 4 . . . .. . 

. Nome de.la .oopea.iv 

! i/4444i- " 4 b.' Total en ahorrosB- ,4 -,,. . . .. • . A.. .... 

4...Yc. Total en pre'stamos i . ..... 
de~~~' hogaru 4.tc
 

S3- Ndmero total de socios que actualmente participan en el Programa de Produccion
 

Diigi;
de Ce'dio icantidad total de prestamos
 

-.4aa.... 4.444444,*<,,..':: , 4. WNmero total de soclos que a la presente tienen prestamos regulare spare la:.:.,., .!,,.,. 

;i . .agriculture cantidad total de pre'stamos 

II ' : 5.Nulmero total de socios que a la presente tienen prestamos de algun tipo, sea, .,:, 

! ii: deparehoa educacio'n, agricultiwa, comercio, artesanal, mejoras ~ipequefiostnegoci°S; 

b.~~ eneshoro_________________________Toa 
....... a. Cua'ntos socios de los arriba mencionados tienen un pr'stamo paras, . 

>
,, . fines de produceioon (el propo'sito del pre'stamos es parae aumentar
 

_ :: ........ b. Cuantos de los socios arriba menciontidos tienen un prestamolpara.,i:. 

fiesd cnsm (lprp'io e prestamo no es pareaumentar: 

.Feca-(mes ys quo la Cooperatovr entra forde dolaama d 

2 Produccon de Crdito Dirigi________________________________ 

. E3 obligatorio que aquell socio icios__ 

dede Pd iDirgidoCredditoo ;ciad tt ade _n_ _ __ __ 

1+. Nimero, total de socios que a:- lpresente enen pr mos regulare pars la) 



~FF 

Kcuantos prestamos nuevos del ,programede ProduccjiondeCredito Dirigido 

u oez6e rgaa
'-han sido concedidos a los socios por effo, ded 

En que forma fu6 proveida la
'A~o !Nwnero de pre'stamos 	 Cuantos de estos 


socios ,han reci-j asistenca tefl±cni (9. sos do
 
1nuevos de Oredito visitas
71iiio-o -ao -bidb.~esistencia__...--zeducacion-peirag21ppq,

I tecnica? individuales a les' finces 'etOa) 

1969 	 t_________ 
.
1968 	 ______....__. 

_.
1967 


,:Totals , 	 __________ 

9. 	 C6mo so selecciona a un socio para la recepcion 
de un prestamo del Programa 

sumes6 requisitos se toman en cuenta:
de Producci6n de Cr'dito Dirigido (qu


ahorradas, participacion en la Cooperative, periodo de 
tiempo transcurrido
 

en la cooperativa, tipos de cultivo, 
etc.)?
 

Quie'n de la Cooperativ.. de Ins agencies gubernarnentaes 
o instituciones de
 

1.0. 


negocios (comerciales) esta disponible para dar asistencia tecnica 
a los socios?
 

Nobr aro/gncaasesoramiento cada mes. ,_!i/ tt 
Nombre 	 Cargo/Agencie Perfodo de tiempo que emplea en dar
 

. 

3.

______________________a,j2. 




I1 Cual e6 a dierencs,,n et e U prestamo co ope ?isagi ura-. un 
prestamo del Programa de Producjon de CreditoDirigdo
 

1.Que'determine la 
Cantidad del Pre'stamo que IQ cOoperative da al socio 
en~

a* 
un Pre'stamo corriente para ls agricultur&_____________
 

b. 
un pre'stemo de producci6n de Cr'dito Dirigido___________
 

13. Reciben asistencia t6cnica aqu6llos socios Oue tienen 
pr'stmos orrente
 

pars la sgricultura? 
L" Nil//
 h
 

Cudntos socios reciben asistencia t6cnica?
 
n qu'
f'orma se da asistenci 
 enica (cursos de educac16n pat grupos,
 

visitas individuales 
a las fincas, etc.)?
 

14. Hey problemas en el Programe de Producci6n con Cr 
 Dirigido?
.d.it 

I" i S iI .. / No ,: -:/) '!-

Qu6 close de problemas? 

15. Podria ser mejorado el Programa de Produccion de Credito Dirigido?
 

LL

I_ ~i I? 

C o m a ? ~oz 



APPENDIX C 

CUE S TI0NA R 1 P A RA A G RI C U LTR ES'~' 

CONFIDENCIAL
 

Feoha de la entrevista , 

1 0 Identificaci6n y Local izoci6n (Solo para el.entrcvistndo) 

1 1 Nonibre del. agricultor________________ 

1 2 Provincia ,p 1.3 Canton_......_______________ 

..	 Parroquia 1.5 Nombre del. J.ugar viSitado________11 KI..6 Nombre de la cooperativa 

1.7 	Co'mo llego al sitio de entrevista?
 

1.5 	Agricultor no sbcio de una Cooperativa de Cr'dito E[ 

Socio con programa regular de cr6dito en cooperativa [ 
Socio con Programna de Producci6n de Credito Dirigido LI 
Desde cu6ndo participa usted en el Programa de Produccion de
 

Credito Dirigido? (para el entrevistador averiguar en la cooperativa o
 

al agricultor)
 

2.0 	Tenencia de la Tierra
 
cdra.
 

2.1 	 Qu6 extension esta trabajando este a~o? hts.
 

2.2 	El terreno es de su proriedad? Es arrendado? 0 tiene al partir?.
 

Sistema do tenencia Extensi6. T~tulo o Contrato?
 

Si No SiNo.
 
2.2.1 Propiedad iiiene 	 Ttulo?
 

L. 	 Tiene Contrato?.2.2.2 	 "rrenda"a L! 

2.2.3 Aparcerfa 'i L eeContrato?Zi F
 
224 Otros I1M]~~.4
 

Total 	 -.-44-



wL 211 - 7i K i j w2onad 
 tsrecientea Jos que us tente 
Cua erat compro? A r d"' ad - K 9 

Al patir?____________ En cuanto) le aumentaron?________ 
2.4 
oue extension no ha podido cultivr 

HtI..en et... 
Al Bos ue?
Por qu3 no ho podito? --ot-------

2.5 QU6 extension do terreno 
en su fundo!' L dera es boaI ue Monte, pastos----.
 

EPtensinOn hectareas
 
Bosque Y Monte
 

~ Patos
 

3.0 Nanode Obra 
3.1 
 Dlgsnos los Miembros de familia 
que dePenden econ'mc~ne 
y quines trabajan con usted en is Lines? eutd
 

Oiaet 
eutd
 
Parentesco con el 

Agricu.t 0 r 
Edad Sexo 

TrbSix e nofnJefe de Familia 
 S" No
 
MEsposa 


3.2 Cuantos trabajadores permanentes Y temporalestrabajar en emple. --tesu Lines ( . .rsresueplPara
 
c Lam ili ' I i INinguno ,
Dhumero do Permanentes 

y( n 

Itmo~a.~ 
en> N'Umero de tempral 
 ' 

IVnt fan'n? y cusi es 1.la f or ma d epag o 3?2.2 C ' s 

=2, 6 " -:4Y'L8 2 E -60?' 

V4~VVPago? i-. aan n?' 

le
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5if (Este pregunta es s6'.o pare Agricultores' en el';Programe de Credito 

dirigido). Es obligatorio que aquellos socios que han reibido-un 

prestanio del Prograo de Produccion de Credito Dirigido reciban 

asistencia te'cnica? ~ i LjNo 

5.5 	 Usa o ha usado seinilla certificada) fertilizantes qulmicos o insec. 

ticidas/fungicidas? Si No (Pasor a 6.0) 

5.5.1 
 Cuales son los cultivos en los cuales empleo semilla certificada,
 

fortilizantes uirticos, insecticides, su f£rniula, 
costo> 	extensi6n, etc. 

Producto I Costo do Extension Cantid d por No. de
 
Cultivo Utilizado F6rmula Producto 
 Empleada Hts o cdra. Aplicacion
 

, _____I___ ', 	 _,___ I___•__ _ __ _ __ __ _ 

5.6 Cuondo comenz6 a user semilla certificado, fertilizantes
 

qumnicos; insecticida e irrigacion? (Si el agricultor pertenece al 

Programa de Producci6n de Credito Dirigido, preguntarle si fue antes
 

o despu6s de entrar en el programa.)
 

I S6lo agricultores en el Programa 
do Credito Dirigido 

Aites Cie Despues de 
Fecha I rograma de Programa de 

Credito Dirigido Credito Dirigido 

..	 )'i' :_
Fertilizantes_qfices 


Semilla certificada
 

Insecticidaifungicidas .i " -" ,,:, ,-, ,- , . .t,,
 

Irrigacio'n 	 4 I 
Poa~v l
4'


* peto a 5,6,1 



5.6. ,,Usa- ustedr<.,,-; menosiy: m's,>•..., 0 la misma cantidadn.. ,, ..... de lo products'ya indicad
 

quo10que Usaba- antes .de. pertenecer !al Programa 'de iProduccion eCreit 

<> . 2 .. . .. .s 5 --Is Menos -.LoMisr-.io r-

Fertilizantes qufmicos, : i;,:!"i' i -;' 

~Semillo Certificada
 

Ineticida/fungicidos
 

qEx-sba
quelo iv tensio
prtner alPorPro 4,,..o duccio'2 dereita~
Irrigalc16n
 

6.1 o fao ustdi uens mus o6,0 Produccio'n de Cultivos msa'atdd els rdcos
" 
 ainioo
 
, ,i ,j.1 Pr faor idlqu qu4cultivos tiene en producei'n ahorn? 

~~(Inclusive las variedades) 

.
 

6srdci~ eCliv
 

'S | 

i'S
 

Sn 

qq
 

iii 

http:LoMisr-.io


-16
6.3 Fue IQ cosechn deli 6.ltimo Qaio diferente de lo normal? 


>
 

~Que' diferencia?
 

6 4 Cree usted que la produccion de este afio aumentcra, mermaro o sera igual. 

ecomparacio' n lo que usted 	usualmente ha cosechndo? Aumento
 

Merma T uo2 No Sabe 

Por que"? (Especificar el cultivo y la raz'n)_____________ 

6.5 	 Ho cambiodo recientemente ios tipos de cultivos que ha venido haciendo?
 

Si No
 
,! . -
 Cudles fueron 	lon cambios?
 

Por que hizo los cambios?
 

7.0 Mercado
 

7.1 
Tiene o ho tenido problemas en comprar los siguientes productos? 
 ,
 

rn tculo
sAr o Si No CuQli es el problem i 	A quiL'"n
 

compra?*
 
Fertilizantes 	qufmicos
 
Snllla certificada
 

Insecticida/fungicidas
 

Combustible/lubricante
 

Herramiento de mano
 

Otros
 

*Vendedor: Cooperativa, conierci.nte privado, firma privad" intermedia-, 

eic. terios,iobierno, 

MW 



.-.4-44 .. aa4. . 

-,... 
 -.i} 

73 vende parte de la producc16n?: Si - I o(oera8 
/::Cultiv__ , :qufen Vende?: " "a-uin o t d d ----eso -7, .... ... ' 

7.4 
 Tiene problemas parn vender su producci'n ]S 
 No
 

Cultivo 
 Cual es el problema?"
 

7.5 
Pensa usted que se podrfa vender los productos a precios mS altos quo
 

C7 mo? o Por quo?
 

8.0 Mejoras Para la Finca
 
8.1 En los dos ultimos aros h- construfdo, comprndo o hecho aguneo 
de los
 

mejoramientos siguentes? Donde consigrues)
S
 

mejorcs? (Ahorrzos Lab
 

dinero prrecestns En 


1,MejranientoCsto
f utdo do echapre'stamos,: aumentoAproxmada n ingresos etc) A
 

Meor: otsp~tmo~ CsoFcamjrs 
 Aors 

tlroSo SN 


EQ uinod Da 

d"erprojteE
 



ill-l MINEI IIA !' i 

-213 -

Cercas 

Sistema 
irrigaci'on 

Drenojes________________________ 

Maquinaria 

Animales _____ 

Herramientas 

Otros________IL 

fJ 

11 
L i 

9 0 

9.1 

Animales 

Tieric nnirna)es---vacunos, aves, 

Que' Tipo? No. Muertos 
par afio 

Vacuno 

Ayes 

cerdos? 

Niacidos 
por afto 

i 
Si No (Pasar n 10.0) 

Vendidos Precio 
Matados por affo Unidadl 

Ccballos 

Burros 

Borre gas 

Otros 

1.00Otros Ingrosos (no de agricultura) 
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10.1 Usted u otros familiares trabajan fuera de la finca?. S- N 

Miembro de 
Familia 

Qu6 tipo de 
trabajo es? 

No. dlas 
al mes 

No.meses 
al. afo 

Cantidad,gana 
da/tiempo 

')?<i
11.0 Participacio'n en Cooperativa de Credito 


11.1 Es usted socio de una Cooperativa de Credito? [ 	 Si Ndb
 

i No4'-Al44S 

LAS PREGUNTS SIGUIENTES (EN SECTION 7#1) SOLO PARA MIEMROS DE
 

COOPERATIlVA DE CREDiTO
 

i.211 Asiste a las reuniones anuales?t Si ["No 

11.3 Es usted ntiembro de olgdn comite? -.. S No 

Asiste a ls reuniones peridicas de algn comite 7 Si - No= , , , . ..4 4 

11.4 Ahorra o presta regularmente? [_ i 	 N
 

11.5 Ha asistido a cursos educativos? = Si iINo 
14 I I I rI4 

11.6 Hace cunto tienmpo ha sido soco de laCooperativa 	de Ahorro y
 

redito? 

11.7 C11tio cree usted que la cooperativa puede nejorar 	sus servlclos?
 

..
11.8 	 Qu4 piensa usted del Prograria do Producc16n de Credito Dirigido do su 

......cooperativ? 


.: :}i-;. IeO2. Nivel de Vida 	 '. 



i12.11 	 Piens usted que los ingresos de su finc han mej do 

ditimos aRiOS? Si Nos DNoe S .be..
 

Por que? 

12.2 Tiena un e cosrde su finca van ha'mejorr en los 

prmximos dos RioS? L K No No"Sabe 

Fecha Aproximada

Por favor indique: Si No de Adquisicio'n Escala
 

12.3 Tiene 	usted radio? 

_________ 	 (2) 

IN12.4 
 Tiene 16'nparn (de gas o kerosene).,_ 
 (1)
 

12.5 Tiene mo'quina de coser? 
 (3)
 

12.6 Tiene alg,,n reloj
 

12.7 Tiene electricidad en la casa? : 
 (i)
 

12.8 Tiene letrino o bao en su cosa? 
 __ 	 _______________... 

12.9 CoimIpra peri6dicos? 	
_____ (" ' : " -

12.10 	Tiene cuarto de cocina separado? .... 
 (1) 
12.11 
 Qu6 close 	de transporte tiene (Caballo, bicicleta., auto, (ii,5)
 

ninguno, 	etc.)? __________ 

12.12 
Como consigue agua para tomar? _______......._.)
 

V.: 	 . PARA EL ENTREVISTADOR: OLISE1f 	LO SIGUTE-TE
 

12.13 	 De qu6 material es el piso de la Casa?
 

LTierra F] einoMdr 
 (1,2;3,4)
 

12.14 De que material es la Casa? I Tl.. 	 A oIb 

L]...Ladrillof I.._Madera F] 	 (2,3,4,5, 
4E,:>~;~-

N .s 	 f 
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• 

. . . ...e lo e te 

1. ooperaci'de Agricu ... 

13.2 Exactitud de la Informa"cio'n 

u ,iuRe g ular 

. 

Ma." 

' 

13.3 

13.4 

Comprension de las Preguntas,: 

mas comentarios 
•.. 

- 22 - .4~.'.4~ .A 
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C U E ST10N AR 1 0P A RA EX T EN SIONITS TA S
 

CONFIDENCIAL
 

_____ _____ Fecha de la Entrev jets________
 

1.0 Entrevisto al Extonsionista en is Zona 

1. Nombre:_ _ _ _ _ _. _,_ . .. 

1.2 Cargo:_________ 

1.3 Curl es el. principal consejo que usted usualuente do a los agricultores 

(nuevos metodos agrfcoas, uso de fertilizantes, nuevos ietodos veteri

narios, presupuesto fariliar, etc,)?
 

1.4 Tiene problemas en conseguir que los agricultores sigan sus recomenda

ciones? _ Si No
 

Cu6l1es problemas? 

1.5 Cuo'les son los principales problemas de los agricultores en .azona?
 

1.6 Que problemas de operaci6n tiene usted en su trabajo?
 

V: 
 . . ..
.>
 

h > 2 . } . . ! ' . : ". ": ... - • - '5 r2- ':-g : 

-<
 



Conoce usted e Progrma de Produsccitine e gr i r o ed 

de la cooperativa de ahorro y, creodito local? 4Si~ .0 No ~ 

Que pienso usted del Programa? 

1.8 	Piensa usted que In asistencia t6cnica al agricultor podr~a ser mejorada? 

Si No No Sabe 

Si es afirmativo, c6mo? Si es "No"; por qu6 no?_ _ _ _ _ 

1.9 	Ha dado usted demonstraciones de practicas de ogricultura en los dos
 

uitimos Ofios? Si " No
 

Cumntas? .. __ _	 . . .. 

Do'nde? 

Cuantas personas asistieron a demonstraciones (por termino medio)?
 

personas
 

Tipo de demostrociones?
 

1.10 Tiene usted problemas de transporte porn ir a Ins diferentes fincas?
 

1.11 Cudntas fincas visital usted al mes? ___ 	 t~~ 

'1.12 Cudnto 	 tiempo gosta. usualmente en dadn f'inca? 



nd ~ tiempo pasa ,intes'de que usted. e.sanuevmente3o 

2 t*1-I 

7K2.0 Evciluaci'n deIEntreista
 

Evalue lo siguiento: Bueno Regular 
 ,Malo
 

2.. Cooperacion del. Extensionista
 

2.2 Exactitud de la Informacion
 

2.3 Co..prunsi6n de .as preguntas I 

2.4 Mas comentarios
 

:.:/ - ::.-.... i A
 

' 'K i:i~-~: .'
: : :: i '( 
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