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strategy of comcemtrating efforts am the stimulation of greater private sector savisg

institutions. Althowgh primarily econamic growth ariemted, the project has importamt
Title X implicatioms through its devclopmemt of grass-roots demdceratic institutions.

The goal will be comsidered mst when 30,000 farmers Mave received agricultural
producsion credit loams through their credit unioms, a target wiich is comsidered
reasonable by FY 1977 and should result in & significant production increase.

Th? assumptions under this project are (1) that with agricultural credit the small
farmer can improve his yroductivity, thoreby, imcrrasimg 2ds production and (2) that
MAG vill contime to give techmical assistance to tue farmers who ave members of credit
unioms.

II. STATIMENT OF THE FROJICT FUFPOSE

mmamnum-mnum.mnmnM:mmmtom
credit to the amll farmer at & reasomadble rxte of imterest. At the ead of the Y 1977
it is envisioned that there will be:

1. A fimamcially self-sufficient National Yedsration of Credit Umioms with
105 credit mmions as menbers.

2. A trained corps of admimistretors and mamagers in the Matiowal Federation
and {ts member Credit Unioms.

Under the project purpsse it is assumod: (lzthtth-nmmlm
credit if it is available at & reasomsdle cost; (2) that the credit wmioms will be
able to support a Fatiomal Federution of Credit Unioms in fouwr years ontside
assisicace; (3) that the credit wnions are willims to comtridute fumds to maintain
8 Natiomal Federation;, and (b) that sufficiest ercdit rescurces will be available
for the growing needs of the credit unioms. T2o Iatiomal Developmest Bank
set aside #12 millica ($95,000) for the first otogn of the project. The
wummummmmemauwmuwm

IIT. STATEMENT OF PROJACT OUTFUTS
The following chart lists the specific outputs for the project.
(See Chart, next page)
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Mmmmm,wtuum-wumm,mmmnm
wvare achieved. The 30,000 farmers who will have received loans through their credit
muu-ummmumunmmuao,ooonmmmmm
mm.ooorm-cnutmoumauumumumnumxmm.
mtommmmmmcmtnn,soo; however, approximately balf will be
farmers, the remaining being small businessmen, professiomals and artisans. Assumptions
mde are that two years will be necessary for credit umiom
and that monay at & reasomadle rate(f.e. less than the commercial rate and a rate that
the small farwer can afford) vill comtimue to be available.

IV. STATENENT OF PROJECT INWUTS

'!In;rodoctviucmtimetoﬁmmeaMMtAleforthnbofth
project. Participant fumds will train approximately 3 credit uniom leaders in short-
term courses in 3rd countries or the U.S. each year. Commodities to be purchased ov
the life of the project imclude office equipment and vehicles. Other costs will cover
operat expenses of the Matiomal Federatio: of Credit Unions to be formed in mid
CY 1972 unmnmm)mmmmmn—m«mm.

The Peace Corps in PY 1971 provided 3 volunteers to work with individual credit
unions. !taromctmtlytwrcmvwkingwiththwojm. The project will meed
ntlcutSPCVl,MWmuuMntmmmlmuiummmto
only two PCVs. ummmmuozmnmaamavumutomumm-,m
PCY comtribution will be increased.

QOP Title I P.L. 480 funds mre supportimys one coumterpart and ome assistewt to
the CUMA Advisor from the Miniz¥ry of Agriculdwure. Omo 13 an agricultural techmician
and the other a cooperative expart. The Natioczi Devolopmeut Bank (NDB) is also
providing acounterpart for the CUMA Advisor ond has established as sesd capital
f12 million ($95,000) to permit subloans to farmer credit unions umder the pdlot project.

During the 1ife of the project, an estimated $2.6 million equivalemt of develop-
mthnkcmditnuhmumdtocmplwza*:muztolnuothmmm
%.3 million equivalent of credit uniom savinz: for the Directed Agricultural Production
Credit program (DAPC) of credit unioms. The [ZD at the present time is yroviding the
noeded credit, h:tuthedmudfwcroditmoﬂ:.motmmml
bave to be utilised.

Mfwtmntimlmtimﬂncmmnmmma
O.S‘frmlmu-dcbythocrcditunimtothoirmmmoo.”uthm
mde amnually from the HDB to the credit uniono. Also the Fedaretion will receive

income from providiug services which include suditing, selling, accounting mterials,
and giving special educatiomsl courses.

V. RATICHMIE

Mamjmu.mmmwnoftmmmwmmm
intbmimtmmm'uuortmnlmcmuyMMu

well as
the more detailed study emtitled Structure and Performemece of culture
with Juplicatioes for Developwnt Folicy, Br- V- ieeii TR D jopture

?
f’é
8
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Highlights of these studies include special mention of the significaut role of
the amll Mmhmcmmactiumtomlpmnum cutput, as well
a8 some of the major agricultural policy, socio-economic and institutional obstacles
confronting the smell producer. For example, the estimated 150,000 small farmers, who
are engaged primarily in crop production in Pareguay, produce 60% of the total emmual
ulmotmnpicultmlm&mtion; crops and fruits from the amll farwers
have sccounted from 30% to 50€ of total export value from the agricultural sector.
In Fanvuay there is no official definition of a small farmer. This project comsiders
.-ummuouvhommammummunud,-mwu
orauhr-mundnrmhocummdtbeuMulcmtm“éolofthotom
land cultivated.

Notvithstending the small farmeys' importance in agricultural production, more
than 90% of these producers have no source of bank credit. The NI® is not reaching
these smll farmers because it is too costly for the bank to bandle the many loams
vhich would be required. Ia eddition, the mejority of the farmers 4o not even have
the minimm collateral required for such bask loans. One requirement for credit is
that the farmer must have legel title to his land; however, approximtely 60% of the
small producers are remters o 1liggal orcupenta, thus,they have difficulty in getting
commercial or govermment credit.

According to available sgricultural statistics, no increases in the roductivity
of small farmers have becn wude over the last soveral yoars. The small amnua) increases
in production have only hkept yace with inercasca im populution, 1.e. approximately 3%.
If short-term increases im crop production arc to be oblained, they must come from
increasing the yields per unit of land, such as ueirm Yield-increasing inputs as
impioved seeds, fertilizers and peaticides. Jince zmal)l farmers cam mot easily obtain
credit to obtain these inputs, the best method o acgist him is through the formatiom
of credit unioms, production and marketing agssoclations, and other types of cooperativea.
From a croedit vnion & fuymer cam obtain funds to buy productiom imputs for specific
crops of provem cash valuae.

Cooperatives under Decrce Fo. 33,635 of July 18, 19%2 were restricted to agri-
cultural and rural indwstries in gemaml. 9o rogulation lacksd defimition of wvarious
important elememts such an the capltolizatica of cooporutives’ surpluses, various
adminiastrative groups aud thoir raspossibilitics cnd doties. Technically credit undons
wvers not permitted, however, the pliot stoge o? this oject was able to operate within
the lew because of the interpratedius of the Dircesién dp tivas of MAG that the
lav uid permit agricultursl crudit wmions. To coptall GEd Pro a8 is plammod there
could be mo restriction on tho foremtion of credit uzioms, thus a mev lav was needed.

A major effort under the fgricultural Inetitutiomal project
(No. 526-15~110-050.1) was ploced in movising S0 cooparative law, but with 1ittle
guccess. There was 1ittle ivcarand tL,,/Pmagm;u‘:m to chauge the lav und the Cooperative
Advisor wao ersived in May 1089 dueldell mab Go Luch €20 pacsege of o mev lav. s
stratagy vas that & new law should Be based on foreguayen initiative amd USAID could
only guide their efforts. A new oy waa passed Uy Cougrass om Decesber 17, 1971. This
law is favorable to the devolopeent of & stroxy priveto sector cooparative movemmat.
It allows all types of cooperatives--producticss, contumer and service. Urban credit unions
are pormitted under the new lav. Az coopsrative activitice exyand and experience is
gained, it wluboucuurytochnmthhnmmmmhthlmlhﬂc
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for a mure complete private sector ¢ tive activity. As this project is now

plammed, it will be able to operate with/the framework of the mew law.

This project was based can reparts Ly Mr. Percy Avraa and Mr. Henxry Crug of
CUM Intermatiomal. Under their proposals the first stage was to be a pilot activity
to test the applicability of a credit union progvan vith dirvected production activities
in Pareaguay. An existing cooperative in Cazeguatay was chosem as the pilot cooperative.
Although the cooperative was in existence, its activities were nominal. USAID provided
financing (Proig signed Juns 26, 1969 far $25,610) which included funds for s CUMA
Advisor and the NDB contributad @12 milijon to permit sub-loams to farmers' credit
unions. The Ministry of Agriculiure also provided two teshmiciams to work with the
CUMA Advisor and the crodit unione; the NIS has one techmician essisting with the
project. At the present time only the NID is yroviding fundec to the credit uhions.
There 15 & possibility in the futurs o cooperntive bamk would be ostablished utilizing
intermational loan funds to provide additionel fumds to ceet the expanding credit needs.
The progress of the pilot credit maica and the five additional eredit unions under the
vllot atage of the project medy us Bolieve that & credit unior vith a directed agri-
cultural production credit program 1z n good stxvatogy upon vhich to build the credgit
union movement im Paraguay. Under GG the Drocted Agricultursl Production Cxedit
(DAPC) program ia a "puckase approseh” Go Shat 4G supplics both credit and technical
assistance for increaced producilcn of soleedcd rreducts with & demcastrated potemtial
for export or domestic mrketirg. To the cxtand tlot credit umions are tesporarily
involvad in marketing farm peoducts nder KAPC 1t ig oaly to provide a service that £s
ctharwise not availalla.

The DAPC program has fouy ag.curase Gopoeta. Tae progrem helps the farwer develop
An investment plan that will iucvcuse o preduction of his farm. BSecondly, the
farmer has to attend & minimum wurver 0f clesccs ez eroddt. Thirdly, the ‘armer agroes
to accapt techmical assigtance, soch s Shot Saom tho extemsion service of the Mnistry
of Agriculture. Amd fourthly, tho lous 4o nod 7ald tack in momthly inmstrliments, but
in o3 lump sum after tho fariwe eu2ls Mis predace, which is in accord with kis invest-
ment plan,

Hhere there ave oo maviesting enopsrativos this project has beem and will coutinue
to provide advianry gervicar srebetiog (fxcan MMuadetry of Agricultwre) to supnleasut
the financial sarvices eug sotdvition of the cxedit unions. Im such cases the
credit union sppointe & sepeivie coandilon Lued oo the “mrketing committee™ which i
oxciusively respomsible ior tre eininintracion of ¢his corvice. The committee keops
its cwn accounting books aud wivs Ghe crodld umicn to depocit its funds. However, its
operntion 1s supervised YLy the Alzlaletiesive Eooad and eoordimated by the manager of
the credit unlon. After the reviniing ausvies hos boen adequataly developed, it can
eeglly be sepormted imto & Gletiuet warfictlnys cocparative. Agewin, this service is
offered only waers mo merkotivng cooswadive wmoks. UnOore the ideal situation the
farzer beloa@a $0 @ emwdly vofed whuze Mo enn oiiotn orcddt eod techmical assiztance
(througk DARS) and at the e Ving, be 0wl of an agriculture vooperative for
the sale of his products, jurcheaiay of agvicuitural ixploments, eto.

A DAYC progrem reguires o cvedit uaica o have farmers as mesbers and additional
capifal and human rescurces then thet whielh is needed Yy & regular credit union.
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Not all the credit unions have these yessources mor the potemtial for them. The
location of a DAFC program must bo in a placo that is accessible to NMAG and NDB techmi-
cians so that thay can provide the needed techmical assistance.

Under the project the major emphasis will be in developing the rural credit unions
vith DAPC programs. The proposed federatioa will have both rurel and urban (small town)
credit unions == "mbers. The urban crodit unions vill also be able to obtain assist-
ance from the Federstion. They are included im this project becauss both rural and
urban credit unioms are needed to «ipport a federation at least during the early years.
Rowever, the project's goal is to jacrense the gmall fe-aers'production, and to mest
the goal,the CUMA Advisor will bo working prisarily with rural credit unioua.

The project propoges to aatublich o Mitioril Mederation of Credit Unions in mid-
CY 1972. ESalf-sufficiency of the Pedsurtlcn ip projected for the end of FY 1976.
The work that CURA Adviscor and hids counlerports have beun doimg, i.e. promoting, edu-
cating and guiding credit unions, viil bocone part of the functions of the Pederation.
T.e Natiomal Pedorution will bu cuspozed cxclusively of credit unioms. Anmually,
representalives of mamber crodlt unions wvill olect a "Consejo de Vigilarcia" and an
Mministrative Board. The tschinfoivuz viio vill vork under the Director of the
Federation are currently bolng deviloped eud rcined by the CUMA Advisor. When the
Yederation 1is establisbed,thuy will vork wadsor 1¢. The CURA Advisor will still
contimie his umh&gﬂc ‘ %’gz delnelyal wort of the Matiomal Federation will involve:
am:l ng.
Assisting 13 cpuning up new cereddll regoures .
Making prelimipary ectudios oo vhirw cradit usions should be established.
. Helpimg in tae orpundiveticn ! now cpedit urdoms,
Giving courses aud vemipnss Lo dipoctors ond administretors of credit unions.,
« Offerinx educaiion materinlis $o ito uwanbers,

. Assisting in tho udliing of wudee crefit unions.

~ Gy WA £ W N !-‘

Coordimating th2 parvicipntica of tho Ministry of Agriculture, NDB,
Peaco Corps, olc.

Unlikae the Taion Lacasuwrs da CoopernGivag under the Cooperative
projact which steletly dealn weth sgricuitarci cooperatives, the National Federation
with its urban amd rurul credit wpdoes will Pavo 02 mnders not omly small fwrmers,
bat  omll busissaomen, cetionoo sl prefoosicrois. A zoithly meeting is

vith representatives of tho Frticoel Prdmodion, ¢he Unddn, tho Diveceidn de tivas
of the Minlatry of Agricultuws, vl $as ATD Yusiod tociaical ors te

the work betwean the projocts. % do mel plomnd to colocate credit unioms and marketing
cooperatives, howevar, both projonts wiid conriizste ths plans for the formmtiom of new
coonaratives in a mammer thet will rulke avallable ¢to the individoal farmer the services
o’ & marketing cooperativeo end a crsdit umica. ‘The general strutegy will be to create
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impact areas that will expand and oventually cover the rural areas rether than to
atteapt to cover all of the rural arcas as quickly as possible with cne type of
coop*rative or other, thereby creating a wesk overall movement during the short run.

If a credit union alao includes marketing services it will mot comflict with the
Inidk's sctivities. Marketing servicas only axist because they are not elsevhere
available, 1.e. there is no nearbdy Unién cooperative that cam market its product.

If there is a nearby Unidn coopsrative, them the credit uniom will mot have
mrketing functions and its mushbors will use tha service of the Unidn coop. As was
mentioned before, if a credit union has marketing services, it is omly until the
lcdcumhﬂltuptonpoint%wetbwmhtmmwlmcm-
ative. This gooperative should tecome & momber of the Unidn. Iu such & casg ths
credit uniom will only retain tae DAPC program which will be strictly egricultural
production credit.

Comaercial credit rates to o Jfarmer vho con obtain credit is between 19% to 254%.
The NDB i3 presently charging the c:iit unicus under this project an interest of
7 1/2% plus 2% in commission and othiy cost~ an effective rete of 9 1/24. In the
pilot credit uniom, ‘fgo tay, el the five other DAPC credit unions the interest
rate charged to wsvhas Plue 29 ix compieoions and other costs. It is anticipated
that this rate wvill decresse oo indfviduel crodit unions advance towards self-gufficiency.

To achieve self-sufficlency ¢l intionnl Pederation will have to have incoms.
In tho beginning the Mipsion will fMrance ¢he mnjor portiom of its expenses. Nuture
income of the Eatiomal Fedoraticu will cons from &o ammucl charge of 0.5% on loans
made by the credit uniomus to itz raubers,and clco & avirege amwal charge of 0.5%
on loans wade by MDB to the crodii undons. Uh4iie this does reise the imterest rate
to the small farwer, 1% aleo aswurcs o source o2 incoms for the Natiomal Pederatiom.
The rate of interest will 52ill e lsup %o i saxll farmer than wvhat he could obtain
through commercial chamuels, i ke ccdd qualify for credit.

An importamt aepuct of this wroject is troining. CUNA presently is giving
numerous traiaing courses to Iecal lunders of cxeddt unions. There is not the trained
leadership necessary to adwinfoicy vho progroa (kat 18 noy plarmed nor is there the
understanding of what memberchip in o credit unios can wean.

VI. COURBE OF ACTIOW

The CURA Adviscor will comiiruc to provide tochmical assistamce to the project.
CUMA's techaigues and know-how will Lo uped in all agpects of project development
(e.g. metting up matioml irsurezeo ard bending programs, centralisatiom of funds amd
accounting, eetebliahlirg suditivg pregrovs, mrormat celection and training, book-
koeping ard accounting procsdurey, tralnin: voisricer loaders end the nenbership in
genaral, as woll as in the ways end msnas of ucing credit productively). Two PCVs
wil) aluo assist.

Where possible the credii wnica will do cotablished in am already-exisiing cooper-
ative. To achieve the pr ject tomgets now crodit umions must be formed. Of the 105
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credit umions to be im axistence in FY 1977, 40 of these vill be under directed agri-
culturel credit programs. The other will be regular credit uniomc amd will mot be
under the intensive programs of assistamce. mmmcmmunwu
the Batiomal Federation of Credit Unioms which will be founded iwm mid CY An
Minmi«unh-dooftbhuo-lmu progress after each year of
operations

NDB and NAG viil comtinue their assistance during the 1life o fﬂnpojoct. When
the Matiomal Federation degin operating they will work dirvectly with the Federation.
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66.0 21.5 22.1



TAELE I
TICONE oF CREDIY
Individoal Credit "mice
Yo mttmalrermetie  ailis o LLATIS o
1973 %0.0 35.0 k.0
197h k.0 30.0 8.0
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1st Year
Salaries (ammmal)
1 Divestor # 360,000
3 Promoter/Assessors 648,000
1 Awditor 240,000
1 Biuestioralist 268,000
2 Secretaries 312,000
1 Bincatiomal Assistant 132,000
1 Nessenger 84,600 ¢ 2,06k,000
Local ::ulm ond diem pib s
000
S, e
Regiomal ad Matiomal courses 400,000
Reat aad utilities 350,000
Maintemamoe of vehicles 350,000
Miscelisneeus 226,
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OBJECTIVELY VERIFIABLE INDICATORS

MEANS OF VERIFICATION

PAGE 1

Program o Secter Goul: The brooder cbjective to
which this preject conwibutes:

Increased production by the small

farmers.

Mossures of Gool Achisvement:

30,000 small farmers,by FY 1977,
will have received agricultural
production credit loans, through

their credit unioqs. i

1. Review of records of the
National Federation.

2. Review of records of the
credit unions.

3. Review of records of NDB.

IMPORTANT ASSUMPTIONS
Assumptions for achioving gesl trges:

1. MAG will continue to support
credit unions with technicisns.

2. With agriculture credit small
farmers can improve their productivity,
thereby increasing their income.
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WPORTANT ASIP TIONS

Owtputs:

1. Increasing mmber of credit
unions and members.

3-&&9". Increasing amount of
savings and loans made.

6. Financial self-sufficiency.

Mognitude of Outputs:

1. 105 credit unions.

2. k0,000 members.

3. Savings of #312.5 millior
(us$2.5 million)

4, Loans of $632.3 million.
(Us$5.0 millien)

5. NDB financing of
#33L4.6 miilion
(us$2.7 million)

6. Income of the National

vederstion- $45,000 by FI 1977.

1.
records.

Reviaw of credit union

2.
records.

Review of Kational Federati

3. Review of NDB records.

[

L

As symptions for echioving svtpuwts

1. FReasomadbls interest rete.

2. Two years for the credit
unions to become self-sufficient.
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USAID: $500,000
GOP Local Currency $66,000
peace Corps $22,000

Natiopal Development Bank $27,000

Work plan in PIP, Part I






