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ACTION MEMORANDUM FOR THE ASSISTAN4T ADMINISTRATOR (LA)
 

FROIM: LA/DR, Marshall D. Brown kcting 

Problem: To approve an increase of $625,000 in grant funds and a
 
three-year extension of the Paraguay Credit Unions Grant Project.
 

Discussion: The PP for the Credit Unions grant project was approved
 
in December 1974 to provide technical assistance and training and to
 
cover some of the operating expenses of the CREDICOOP confederation
 
of credit unions. At the same time, $4.7 million in luan funds was
 
authorized to the two central cooperatives, CREDICOOP and UNIPACO 
($3.0 million to CLEDICOOP and $1.7 million to U;IPACO), as seed 
capital under the Small Farmer Developynent loan (526-T-027). This 
loan project was revised, however, after LtNIPACO, a central mrarketing 
cooperative, had to withdraw from the project due to internal manage­
ment problems. The revised loan agreement was signed in Docmeber 1976 
for $3.0 million in loan funds to CREDIC0O0P. 

The purpose of this grant project is to enable the C11EDICOOP sys-tem 
of cooperatives to be financially self-sufficient while providing 
credit, technical a:ssistancu, and rarketing :services to ,;7 all farers 
in rural member cooperatives. The additional $625,1100 (to be incre­
mentally funded with 5306,00 obligated in .-Z 1978) will provide 
$246,000 for cons'ultant ser"icte!-s, $135,000 for cc77jditicz, $52,000 for 
training, 162,000 for CPEDICO.')3's o'uprating oxnenses030,000 forand 
contingency costs. Cooditics are needed to support CIPIDICOP's 

,
expanding marketingj activtie::, training will he providekd to ccomr ­
tives' directors and their staffs in coopnerative ,:dnnitration, and 
salaries and certain opcrating costs will be financed on a declinincg 
scale over the life of prolect. 7he host country contribution will 
finance 60% of total pro e:: costs over the next three fiscal years 
which exceeds the counterp-art requirements of Section 110(a) of the 
FAA.
 

As anticipated in the revised loan agreement, itn extensien and an 
increase in grant fun:c! is needed because of the two-year delay in 
disbursing the seed capit.i loan un.der the Snoall iEKi.:er Develo--ent 
Project and the niee to establsh a marketnc; ca.bility wirin 
CREDICOOP1 to cupn:;ate :or tn. vithi1r.wa of UJIL'ACO from the iurolect. 
This grant woul'. UXtend funding z7y 'rec years, through 1-'Y 80 and 
increase by $t25,020tace on-goinq grant :-roiect. Cuzulative obliqa­
tions to date total $1.303 -. ilion (0451,300 for consultant ser-v.ces, 
$160,000 for con..odities, $20,030 for participant tr aining and $672,000 
for operating and othier expenses).
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-2-

AID grant funds (and loan funds from the Small Farmer Development
 
Project) are restricted to CEEDICOOP activities involving only the 
rural cooperatives, those cooperatives which lend for agricultural 
production. Project benefits ar', directed toward small farmer mem­
bers of cooperatives through the provision of a range cf services 
aimed at relieving production and mrketing constraints. 

The project appears on page 249 of the FY 78 Congressional Presenta­
tion at a level of $306,000 in FY 78. Therefore, no Advice of Program 
Change is required. 

The DAEC reviewed the Credit Unions grant project on Novem:ber 10, 1977, 
and approved it pending submission of additional infor;nation described 
below: 

1. The annual growth rates in CR'DICOOP's revenue projections were re­
examined and revised in light of additional .iformation. E:,plantion of 
the projections and the assuomptions r.ide in arrivngj as these projec­
tions have been included in the pp. 

2. A budget for cornodities to be urchae-i by A1 Arnt fund:,; has 
been included as an annex. 

for trainih" "ncludcd3. A budget the urograuno:; bien 2 as an annex 
to the PP. 

With these addition:; and -,isa v:o::; to the PP, we con:;ider the 
project ready tor authccxzat.on. 

Reconnendatiao: Tho. ".i a:;','. th,:ten;; on n' iancreas;e of funds 
for the Paragu., Cr :, lt ::ou 'ranS t .. :; ; the attiched 
Project Authori at ce ,n. ,, ": ->,ds ('A) for., 
thus authorizing tnc Ya.:;;ion 'o :;ot:atu ard :;in a roj.ct Agreement. 

-Attachments: I. !' 
2. Project Paper 

http:authccxzat.on
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DEPARTMENT OF STATE 

AGENCY FOR INTERNATIONAL DEVELOPMENT 

WASHINGTON. D.C. 20523 

ASSISTANT 
ADMINISTRATOR 

PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUNDS
 

PART II
 

Name of Country: PARAGUAY 

Name of Project: Credit Unions
 
Project Number : 526-0101
 

Pursuant to Part I, Chapter 1, Section 103 of the Foreign
 
Assistance Act of 1961, as amended, I hereby authorize an
 
additional Grant to the Central Cooperativa Nacional Ltda.
 
("CREDICOOP"), the Central Credit Cooperative of Paraguay,
 
of not to exceed Three Hundred Si:, Thousand United States 
dollars ($306,000) (the "Authorized Acmount") to help in 
financing certain forei'jn exchange and local currency costs 
of goods and services required for a project ..:hich will 
assist CREDICOOP in becoming financially self-sufficient 
while providing credit, technical assistance and marketing 
services to small farmers in rural cooneratives. The project 
will finance commodities in support of CPEDiCOOP 's marketing 
activities, consultants, trainino, and operating expenses 
("Project"). Three Hundred Si- '.ousand United States 
Dollars of the AID financinc; herein authorized and an-,.roved 
for the Project will be obligated when the Project Ajreement 
is executed. 

I approve the tad le2vel of AlD apronr"at,,- u:odinc.
 
planned for the Pro ~ec - o" .... tn,' e... !dd,--' ""-


five Thousand :nite ;tates ?)ela. { 0-t,5
 
including the :',n.: n; authori.z'.J bo'od'ar l" th, uerio .
 
1978 through FY 19q8 I approve "
furtler ncromcntsdUrinn 
the period oL rant tundin: u: to $319,CGO :,.bJect to 'Lhe 
availability of funds; in accord1ance with AID allotment 
procedures.
 

I hereby authorize the initiation of ne<uotation and execution 
of the Project Ag;reement by the officer to whom such authority 
has been delegated in accordance .ith AtID regulations and 
Delegations of Authority subject to the following essential 
terms and covenants and major conditions together with such
 
other terms and conditions as A.I.D. may deem appropriate:
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A. Source and Origin of Goods and Services
 

Except for Ocean Shipping, goods and services
 

financed by A.I.D. under the Project shall have
 

their source and origin in the United States,
 
or in Paraguay, except as A.I.D. may otherwise
 
agree in writing. Ocean Shipping financed under
 

the Grant shall be procured in the United States. 

B. 	 Except as A.I.D. may otherwise agree in writing 
shall covenant that it will contributeCREDICOOP 

at least the equivalent of $861,000 to the activities
 

financed during the life of the Project. 

. Assistant Adrmq nstrator 

Latin America Bureau 

' Date 

Clearance:
 

LA/SA,DRogers ,/' " Date 
LA/DR,KKellyi Date 21,­
LA/DR,CWeinberg Date 

GC/LA,JLK sler: lb:12/l/77 
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B. Recommendation
 

USAID/Paraguay recommends that grant assistance to CREDICOOP under 
Project 526-0101 be increased by $625,000, to carry the project through -f 81 
when CREDICOOP will be able to generate income in excess of its operating
 
costs. Cumulative obligations to date have been $1,303,000. The project is
 
an essential part of the S=1l Farmer Dzelopent Program, -iic'h includes 
$ 3 million Loan 526-T-027. 

C. Description of the Project
 

The project is part of a USAID effort to provide small farmers the 
wherewithal to relieve major constraints v.iich prevent thcm from increasing 
their income. Specifically the proposed grant will enable CP.EDICOOP by 1981: 
(i) to generate revenues in exceso of costs, (ii) to provide the services its
 
rural cooperatives require to deliver credit, technical acoistance, and 
marketing Oervices to 14,460 small farm.rs, and (iii) to be able to continue 
to Increase the number of rural cooperatives and cr=ll far:er rzzbers in the 
CREDICOOP system.
 

CREDICOOP came into existence in 1973 as a culmination of A.I.D. 
assistance since FY 1970 to the Paraguayan credit union rmovc:-ent. CREDICOOP 
has a full-time staff of 24, which assists mcrzber cooperatives w;ith rmnagement
training, organization, and pro.-otion, works to anticipate, prevent, and solve 
problems, and administers lending, marketing,, and technical assistance programs. 
Rural member cooperatives have approximaLely 400 unpaid volunteer. .*.o organize 

-and direct cooperative activities. Some 100 pernons are in salaried managerial 
positions in the rural cooperatives and receive regular training frcn- CREDICOOP 
in management, bookkeeping, promotion, and loan recuperation. The sall farmer 
members, through the exercise of their votes, shape cooperative policy and 
elect their fellow ne.bers to positions of responsibility in the cooperative
 
system. 

CREDICOOP's major activities under the project are: : providing 
reasonably priced credit to small farmers,; 2) providing technical assistance 
to small farmers; 3) marketing smill farmer production; 4) capitalizing small 
farmer borrowers: 5) assi.ting emistin rural cooperativett to serve bOetter 
their members and to attract ne,' n:cmbes; and 6) forming new rural cooperatives. 
These activities are designed to have a "%aJor impact in eliminaulng the 
cunstraints now hindering small fairr-:s in Paraguay Marching their 4ncvm 
potent lal. 

The four major inputs of the project are consultant service, com­
modities, triining, and budget support. Budget support is requircd to fund,
 
on a declining scale, salaries and certain operating enpenses of CPflDICOOp. 
Con odities are needed to support CREDICOOP's c=arnding s-arketing activities. 
Training will provide short courses in cooperative administration to direc­
tors and staffs of rural cooperatives and sa-ia limited third country training. 
Services of consultants are needed to provide guidance to the coopera'ive 
system until it matures. 
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From these inputs five outputs are expected: 1) trained staffs at
 
CREDICOOP and member cooperatives; 2) standardized procedures for account­
ing, capitalization, and lending; 3) profitable marketing operations; 4)
 
profitable lending operations; and 5) plans for future operations of 
benefit to small farmers. (See Annex I, Logical Frame-'ark hatrix, for 
quantitative indicators of the magnitude of each output.) 
 Based on projec­
tions of CREDICOOP's capitalization from the A.I.D. loan and on e:perience 
to date from the project, it is expected that the purpose v2lll be achieved: 
CREDICOOP will generate revenue in excess of its costs i;hile providing the
 
full range of services required by its mcber cooperatives.
 

At the end of the project, the folloiwing conditions are expected to
 
exist (see the Logical Fram-o:ork Ratrix for detailed nu.s:rical targets): 

1) financially sound cooperativen and cooperative central;
 
2) substantial increases in associated rural cooperatives and
 

farmer members; 
3) rural cooperatives lending $7,000,000 to small farz-ora in 1980
 

for agricultural production; and
 
4) CREDICOOP marketing $7,000,000 vorth of crops for its members.
 

D. 	Summary Findings
 

Analyses of past experience with the project and of data provided by
 
surveys reasonably dTi.onstrate that:
 

1. 	Small farmers are the direct beneficiaries of the project.
 

2. 	The credit union cooperative, because of m.ny activities
 
performed by volunteers, in the only formal private entity

existing in Paraguay that can feasibly deliver those services
to small farmers needed to eliminate the mzor constraints to 
increasing their income (i.e., lack of reasonably priced credit, 
lack of technical assi:;tance, and lack of marketing services).
Other formal private financial Institutions in Paraguay have not, 
for example, been able to ccme up with a systci to deliver 
credit and technical assiatance to s-nlI fnars-.-r at a profit. 

3. 	 Small farTiers' dea-_nd for ,;ervic.!s of credit union cooperatives 
is sufficient to enable the cooparatives to cover the costs of 
providing the serviceS. 

4. 	Credit cooperatives are able to find satisfactory management and 
can, with capital of $50,000, generate stfficient revenues to 
cover costs of providing credit, technical assistance, and 
marketing services to 300 =all farm Pembers.
 

5. 	Credit cooperatives are causing minimal social disnption because 
the existing patr6n of small farmers, generally the merchant, is
 
being replaced by a more efficient patr6n, the cooperative, at a
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time when the present pitrfn can increase his income from other
 

activities and is willing to be replaced.
 

6. 	Credit cooperatives are operating successfully in Paraguay and
 

receive a stimulus fro-a the special tax advantageG ccpcrativc:
 

receive.
 

7. 	CREDICOOP can by 1981, without further subsidies, provide the 

financial, technical, and mnrketing services ncedeA by Its 

cooperatives to serve 14,460 al farers. 

8. 	The project to date has been making satisfactory progress in
 

achieving its objectives.
 

E. 	Project Issues
 

IThe major issues relate to the need to increase grant funding to
 

CREDIC(GOP:
 

1. 	Why is additional financial support needed?
 

What assurance is there that CREDIOGOP will not need an additional
2. 
grant at the end of 1980 if thif, increase io approved? 

An increase of grant support is required for tw.o reasons: First, the 

seed capital loan provided to CREDICOOP began disbursing in Drcccbcr 1976 

through an A.I.D. initiated delay inst,_,ad of early 1975, a aszu:X:d in the 

previous PROP. Second, the untit:ely dccaise of a co-Zpanion :r1 tng orgnniza­

tion, UNIPACO, required CREDICOOP to establish a rarke'ing capability not 

anticipated in the PROP.
 

Loan 027 originally contained $4.7 million, $3.0 million for CREDIOQOP 

and $1.7 million for IUIPACO. After the loan uas authorized, hovcver, it was 

discovered that UNIPACO's inefficient mnnage:ant was destroying its finances
 
originallyand reputation and that the loan project was no longer fesible as 


were lost in rewriting and renegotiating the
planned. A number of months 

loan to rcmove rN1PACO as a party to the project, and CkEDICOOP did not gain
 

access to A.I.D. loan funds until late Decc:zber 1976. Becaus~e the loan
 

produces most of CREDICOOP's inccre, achitevc:-.ent of purpose has moved
 

further into the future. Progres toward other objectives such as renber­

ship increases, savings generation, and the nirmber of cooperatives, forced
 

has been slower too since these variable3 are related directly or
 

indirectly to loan dii,burserients..
 

Though undertaken to fill the gap left by IZIPACO, the narketing 

activity has produced substantial benefits to the CREDICOOP systcm. It has
 

improved loan collections.
provided higher returns to small farm.ers and 


CREDICOOP's unexpected role in marketing, however, has brought about a need
 

for 	marketing facilities and equipment which cannot be financed with loan
 

funds.
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Increased funding for the grant project is necessary, therefore,
 

to achieve the goal of the SL- 11 Farmer Development Program: increase
 
small farmer income by relieving the principal constraints facing small
 

farwers, Such increase is also necessary to protect the A.I.D. I in ard to
 

comply with A.I.D.'s connitment in the Loan Agreement to provide avisors
 

and grant funding to CREDIGOOP until the loon is disbursed.
 

It is reasonable to expect the project purpose to be achieved by 

1981. An analysis of financial projections is contained in Section IiI.B., 
Financial Analysis and Plan; the projections, which are based upon experience 

to date, indicate that CREDICOOP by 1981 will be generating the revenucs 

required to cover the costs of relizving the aforementioned constraints 
for 14,460 small farmers. 

F. Project Team
 

This PP was prepared by Henry L. Miles, Capital Development Officer,
 

and Michael H. Hirsh, Assistant Capital Development Officer, both of USAID/
 

Paraguay, assisted by the following:
 

David L. Peacock, Rural Development Officer, USAID 
Larry K. L.aird, International Development intern, USAID 
Lauryn C. Drengler, Controller, USAID 
Ralph E. Ifolben, Economist, '.AI) 
Ceorge D. Wohanka, CUBu- cn;u ltant to CRiD:I)C0(l' 
Richard G. Leitgh, CuNA con;ultant to CREDIC(irF 

John 11.Clary, former A,;sirtant Program off icer, LUSAID 
Jack D. Rosholt, PASA advi-or, lAGS to USAID 
Elsa Bello de Martlnez, USAID ';ecretary 

It was reviewed by a pro ict co:o.' t ee con.;i ic n; o the following: 

Paul A. ,ontavon, Assit:;tant :irector, USAI 
.jiguel Angel R:varola, (;eneral .annver, CR.D. C(X)P
 

William W. Rhodes, Pro, ian Officer, USAID
 
Bernard 1. "a:;ter:s, Assistarnt Program Office.r, SAID
 

and Iessrs. Miles , IIrsh, Peacock, I1i rd, :>rengler, Holben, 

Wohanka, andMeiih, Rosholt. U'. Bruce Gai-,, .Regi,nal l.egal 
Adviaor, reviewed the draft authorization. 

The PP was reviewed and approved by Mr. Abe !..Peila, -ission Director, 

USAI D/Paraguay.
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II, BACKGROUND AND DETAILED DESCRTPITION 

A. Background and Rationale 

1. Role of Project in USAID Strategy 

Development of cooperatives is an essential element of USAID/ 
Paraguay's sector strategy of providing assistance to sm.ll scale farm 
families in the eastern region cf the counitry, to enable them to increase 
their incomes from agricultural activities through addressing a number of 
the most serious constraints which hinder then from improving their farm 
incomes. The purpose of this grant, and of the S'nll Farmer Davelopment 
Program of which the grant is an essent al part, is to give the CREDIOOP 
syitrm of credit cooperatives the capacity to provide, without further
 
assistance, adequate credit, technical assistance, and .=rketing services 
to small farmers (14,460 by 1981 and increasing thereafter).
 

2. Constraints of the Small Farm Sector
 

Tnf. USAID/Paraguay Small Farmer Subsector Assessment identified
 
nine constraints directly affecting small farmer income. These constraints 
were ranked by priority level as follows (I - highest priority, 2 = next 
highest priority, 3 = medium priority): 

Noncolony Areas Colony Areas 
0-5 has. 5-20 h's. 0 - 20 has. 

Inefficient Marketing System 3 1 1 
Restricted Export Market 2 --

Inadequate Credit Services 2 2 2 
Lack of Land Saving Technologies 1 3 3 
Lack of Labor Saving Technologies - 1 1 
Lack of Agroindustry 1 3 3 
Poor Roads 2 2 2
 
Lack of Land Titles 3 3 -
Lack %f Farmer Organization - - 3 

In addition, the assessment ranked four traditional farm constraints in the 
same way: 

Land 1 -

Labor - 1 1 
Capital 2 2 2
 
Market I 1 I
 

The assessment details the extent of the constraints, for
 
example:
 

a. Credit is crucial to farmers of 5-20 hectares to purchase 
labor; otherwise production is limited to what the family can harvest, uhich 
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is usually about six hecteres. Credit is important to all small farmers to 
finance inputs, take advantage of improved technologies (e.g., draft animals, 
sprayers), and purchase lar.d. 

b. Farmers with 0-5 hectares need land-saving technologies
 
(e.g., hig. er value crops), and farmers with 5-20 hectares need labor-saving
 
technologies (e.g., appropriate machinery).
 

c. Farmers with 0-5 hectaren need to be able to market perishable
 
high value commodities. All farmers need to be able to market traditional
 
crops (corn, rice, soybeans, cotton). They need access to storage and drying
 
facilities in production zones, better marketing coordination, and adequate
 
financial arrangements.
 

d. Farmers with less they five hectares are definitely 
constrained by the size of their farms. Many desire to purchase more land. 

3. 	Attempts Other than the Small Farmer Development Program to 
Address the Constraints 

There are various GOP agencies which are charged with administer­
ing programs addressing individual constraint areas (e.g., road cowmittee
 
system, land reform agency, extension service). These agencies are generally
 
isolated in their approach and limited in their coverage. There are two other
 
GOP 	 institutions, however, which are charged with directly serving the small 
farmer and which provide him with credit and other services.
 

The first is Credito Agricola de llabilitaci6n (CAll). G ll came 
into being with the technical assistance of an A.I.D. predecossor agency in 
1943. The Central Bank provided CAll with lending capital. OM! was charged 
with the responsibility of providing agricultural production credit to 

farmers unable to obtain it from formal source;. To carry out this charge 
CAH made short term loans to small farmers for crop production and longer 
term loans for machinery, livestock improvement, and land purchase. It also 
managed pools of machinery for rental to small farm clients. CAil sustained 
heavy losses, and by 1959-60 its lending operations had become minimal. in 
1969 the GOP decided to revitalize CA1, appointed a capable administrator as 
its 	director, and assured him support for %hatever action necesnaryf to
 
improve operations. lie acquired a new lease on life for C0 by convincing 
the Central Bank to write off its outstanding debts. lie later purged CAR of 
incompetent employees and instituted a policy of working with 5=ll farmer 
groups rather than individuals. In '.he process, the recuperation rate has 
improved significantly. C01 is now providing credit to about 6,000 sGMall 
farmers.
 

The second formal source of assistance for small farmers is the 
cormittee program of the National Development Bank (NOB). The IDB itself was 
founded in 1961 through the GOP's own initiative and financing. The co=mittee 
program was initiated in 1963 with IDB financing. Under this program groups 
of five to 15 small farmers obtain one loan for the group, and all members are 
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jointly responsible for repaying the loan. This program is working satis­
factorily but serves only about 1,000 small farmero. 

The above are the only tuta formal sources of credit and associat­
ed assistance for small farmers in Paraguay other than the cooperative move­
ment. As eplained in the following buLaection, USAID hus concentrated 
during the pact several years on the co,operative systrn because of its 
presumed ability to address the constraints, its potentially better coverage, 
and A.I.D.'s general prefetence for the nt'ivate sector. Nonetheless, USAID/ 
Paraguay and TA/RD plan to undertake a u:udy jointly of the entire rural 
financial aector, including the activities and the policies of the three 
formal institutions,. The renults of that study will provide information which 
may lead to a future project in which C-EDICOOP, CAll, 11D3 and perhaps others 
would provide credit to small farmers, 

4. A.I.D. Strateto Address the Constraints 

USAID's strategy in the agricultural sector is to address
 
identified constraints, address them as directly as possible, and work
 
through the most effective institutions. The Saall Farmer Development
 
Program addresses the constraints of inadequate credit service, inefficient
 
market syste-m (including restricted export markets), lack of land and labor 
saving technologies (as far as disseminntion is concerned), and lack of
 
farmer organization. The proposed FY 1978 Small Farmer Sector Project Vill
 
address the scarcity of appropriate technologies. The proposed FY 1979
 
Market Planning and Technical Assistance Project Vill attempt to increase
 
further the marketing opportunities for the s-nll farmer. The proposed FY
 
1979 Minifundia Crop Intensification Project will identify techrologies and
 
markets to enable the smallest farmers to produce higher value crops. The
 
proposed FY 1978 Rural Roads Loan addresses the problems of inadequate farm 
to market roads. The already approved Rural Enterprises Loan and the 
Productive Credit Guaranty Project emphanize the development of agroindustries.
 
An FY 1979 PID was presented for a project to address the lack of land titles,
 
building on the on-going Cadastral Survey and Tax Improvement Project. he
 
proposed FY 1978 Market Town Development Project strives to provide infra­
structure for the other activities, coordination z.ong all the involved 
institutions, and planning in rural areas.
 

As indicated in the following subsection, the Small Farmer 
Development Program evolved out of assistance ISAID was providing the cooper­
ative system. It became obvious that the cooperative system was an Institu­
tion which could most effectively addcess a number of the constraints and do 
it through mobilization of private resources.
 

5. History of the Small Farmer Development progra. 

a. Initiation of the Credit Union Grant Project - Assistance to
 
the credit union cooperative movement in Paraguay began in laite 1968 when
 
USAID requested the Credit Union National Association (CWiA) to perform a 
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feasibility study for development of a program to improve the situation of 
the country's small farmers. Based on this feasibility study and CUNA's 
experience with similar small farmer projects in other Latin American 
countries, the Credit Unions Project was developed and work was begun under 
it with the arrival of the first CUNA advisor in March 1970. At that time 
a phased action plan was worked out by CUWA and USAID to provide a frame­
work for the project's activities. This plan, described in come detail in 
the last PROP amendment of May 1974, is summarized as follows: 

1) The first phase was to form a nucleus of rural credit union
 
cooperatives around which the program could be built. After attracting
 
farmers to become cooperative members and obtaining initial paid-in capital,
 
loan services were to be initiated using members' si vings and loano from the 
National Development Bank. Technical assistance was to be provided small 
farmer borrowers by extension agents under agreements with the Ministry of 
Agriculture (MinAg). Marketing services for small farmer crops were to be 
provided by UNIPACO. Advisory consulting and training were to be given to
 
develop a trained staff to manage the cooperatives and a future central
 
organization.
 

2) The second phase was I:o establish the national central 
credit union. CREDICOOP was formed by a constitutional a.iscmbly in October 
1973, with all 16 chartered credit unions in existence at that time electing 
to 3ffiliate. CREDICOOP received its charter from the COP n May 1974. 

3) The third phase was co prepare CRE'DICOOP to deliver the 
services to small farmers without further technical or finnncial assistance.
 
This phase is ongoing.
 

b. Development of the Small Farmer Development Progrcm - The 
Small Farmer Development Program emerged in 1974 when nSAID, having identified 
certain of the constraints facing the small farmer, was searching for a 
mechanism through which to address these constraints, particularly credit, 
marketing, and technical assistance. The early operations of CREDICOOP
 
demonstrated that it could deliver credit and technical asistance to small 
farmers feasibly. A.I.D. decided to make CREDICOO'1 a focal point of the 
program... The program was to consist of the following elenents: 

i) A $3 million A.I.D. loan Would be made available to 
CREDICOOP for making agricultural production credit subloans. 

2) A $1.7 million ioan would be made available to UNIPACO
 
to purchase the infrastructure necessary to provide marketing services to the 
small farmer members of CREDICOOP's crejlt cooperatives.
 

3) The A.I.D. funds would be channeled through the NDB so
 
as to provide a GOP guaranty to the A.I.D. loan, and the NTDB wuld agree to
 
provide a seasoned loan officer to CREDICOOP to assist the cooperatives in
 
preparing their loan requests.
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4) MinAg agreed to provide services of extension agents to
 
the cooperatives and to provide a senior supervisory extension agent to
 
CREDICOOP to coordinate the technical assistance given to the cooperatives'
 
field assistants and to small farmers.
 

5) A.I.D. agreed (in the Loan Agreement) to continue the 
Credit Union Grant Project until the loan was disbursed. 

Shortly after the Loan Agreement iias signed in 1975, A.I.D. 
decided to drop UNIPACO's participation in the program and havc, the marketing 
services performed by CREDICOOP, though this .­ould mean a delay in disburse­
ments. CREDIOOOP set up a marketing department and rechartered itself as a
 
multipurpose cooperative central. CREDICOOP'o taking over the marketing
 
function has proven to be of benefit both to the farmers and to CREDICOOP,
 
which uses the marketing operation to collect subloans.
 

The Small Farmer Development Program in progressing well.
 
In the nine months from December, 1976, through August, 1977, the loan
 
disbursed almost half its amount: ($1,436,370 out of $ 3 million), and
 
CIEDICOOP's loan recuperatioit rate has been satiifactory. CREDICOOP marketed
 
$1,794,000 worth of products in the first eight Xuuntha of CY 1977 and was able
 
to obtain maximum prices through volume sales. The cooperatives are now
 
promoting new members in groups, thus reducing the costs of serving them.
 
The cooperatives are using small 
farmer co=ittees as a mean.a to disseminate
 
technical information, to decide credit vorthiness of borrovers, and to
 
encourage loan collections. Rural cooperative mrfzber& have capZured over
 
$800,000 in share capital and $34,000 in interest paying savings accounts.
 

CREDICOOP has instituted a nur~ber of innovationo of benefit
 
to cooperative members, including the animal-drawn sprayer campaign, the
 
family cow project, marketLing of shawls and ponchos, marketing of fish,
 
establishment of a monetary readjustment fact:or on savings and loans, and
 
establishment of a land financing systc for the smallest farriers. These
 
and other accomplishments of the program are detailed in Section 111.13.2.
 
below.
 

Three outside teamw, evaluated various, asipect; of CREDICOOP 
during 1-976. An evaluation of CREDICOOP' s training progrzzal, conducted in 
October 1976 by Latin American Development Associates, concluded: "We 
believe that the training -rogram is fully adequate to enable CIREDICOOP to 
progress at the projected rate. Considering that CREDIcOOP is only three 
years old and the oldest credit uni.,n five years old, the progress of the 
system compares favorably with older credit union .oveents in other Latin 
American countries".
 

An evalua .on, completed in January 1976 by two contractors
 
(Messrs. Arroyo and Miller) and Hr. Robert Allen of A.i.D., 
to determine the 
proper channeling of the A.I.D. loan assistance, concluded "It is the 
conclusion of the team that after weighing all informrntion available, 
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written and verbal, the USAID should continue with the Loan Agreement to
 
The
provide financial assistance to CREDICOOP as it was originally planned. 


UNIPACO part of the deal should be withdrawn ..... CREDICOOP, as broker or
 

agent, can take care of the marketing, while minimizing risk and cost."
 

A 1976 study by GAMCO of Atlanta, Georgia, which, as part
 
co­of the development of USAID's Rural Enterprises Project, surveyed 62 


operatives in Paraguay, two thirds of which were not part of the CREDICOOP
 

system, concluded, "The general opinion of the survey team was that only
 

one third of the cooperatives interviewed appear to have competent adminis­
ooperative
tration and leadership ...... The most scarce resource in the 


movement in Paraguay today is capable, trustworthy leadersaLp.... In ')racti­

cally all cases CREDICOOP is a major factor in the successful developuent
 

and progress of their cooperatives."
 

6. Rationale for Continuing Grant Assistance
 

Based on the experience of Small Farmer Development Program and
 

the general. condition of the agricultural sector, USAID concludes that the
 

additional grant funding is justified for the following reasons:
 

a. The large majority of Paraguay's small farmers are not
 

receiving adequate credit, technical assistance, and marketing services
 

because (i) private institutions, other than rural credit cooperatives
 

working with CREDICOOP, have not found it profitable and (2) the public
 

sector does not have adequate resources.
 

b. 	The Program is furnishing such services to small farmers 
cooperative syntem witheffectively. I.hile the A.I.D. loan 	supplies the 

for generating sufficient revenues
lending capital, establishing the means 

(1) to pay part of
to cover CREDICOOP's costs, grant support must continue 


CREDICOOP's operating costs until self-generated revenues are sufficient,
 

(2) to pay for supplies which otherwise would not be obtainable, and (3) to
 

pay for adv:.sory services to guide CREDICOOF in the administration of the
 

loan and grant funds.
 

c. A.I.D. has cormitted itself in the loan Agreement to provide
 

this grant support, and the program is predicated on this c= itm-ent. Section
 

1.02 and Annex I of the amended Agreement state that the technical isistance
 

to strengthen CREDICOOP and its member cooperatives during the disbursement
 

period of the loan will be grant financed by A.I.D.
 

7. Grantee's Proposal
 

The grantee, CREDICOOP, has submitted a proposal for $700,000
 

(Annex III). The $75,000 cut is the net result of reducing the person months 

of technical assistance and increasing payments for operating expenses: 

compare Annex III with Section II.B.5. 
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B. Detailed Description
 

1. Sector Goal - The sector goal In to increaso rural femily income 

from agricultural activitioo. Ao a roa vo of cddrooolr thrio of tho =-jor 
identified conotrainto im-pcdin3 inreooccd ogrlcultural li2-cCo C25nI c:,nll 
famoro, MJAID hoo dovolopcd 'Co Vll For Dz 7ola- cz:nC PcSrc-n, of 0ich 
the projoct in on integal pout. 

2. Prolcot Puyrono - o project parpooo io to cnnblo CtREDICOOP to 
gonorate incc= in oa:cca of coto C.Alo pro-ol di tho full rorco of corvices 
required by ito v._bor cooperativco. Provioion of cuporvlocl crcdit, rnrkat­
ing, and technical sorvicon to czrnll Couzor by CDSDICOP ch-uld contribute 
toward achivc=ont of the project Gonl. 

3. End of Project Gtntn - TEi Inlicatore of nchMcvcz=nt by the 

end of the project, tith intorx tnr~eto, oao no oll-ou.n (IT35000 o:'Ccpt an 
noted): 

Bano P0'oJc tc-, 

Juno 77 Juno 78 June 79 Junn 80 June 81 

a. Financial Strenth
 

(1) CREDICOOP annual not 
profit (loss) (104) (70) (46) (12) 41
 

(2) Rural cooperative
 
share capital 820 900 990 1,228 1,619
 

(3) Coop rciabors onavinge 
iW,CREDICOOP 75 106 185 308 500 

b. Membernhip
 

(1) Rural cooperatives 26 27 30 34 38 
(2) Furmor members 1/ 4,378 7,150 9,175 11,600 14,460 

c. Agricultural Credit
 

3,530
(1) Annual CREr)ICOOP loan 1,400 1,4C5 2,000 3,000 


value
 

(2) Borrowarn with: 
5 hectaroe 240 366 540 756 1,080 
5 to 20 hctares 1,360 2,074 3,060 4,284 6,120 
over 20 hectares 400 610 (00 1,260 1,00 

(3)Hectares of cropo financed 8,245 12,505 19,800 34,310 44,100
 

(4) Lending lonnn I,9or loan. 

See Annex V for underlying asnuwtptions
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d. 	 Marketing 

CREDICOOP's volume of 
crops marketed 1,200 1,400 2,300 4,100 7,000 

4. Project Outputs - Expected project outputs for the following 
three FYs, with minimum magnitude targets by the end of the project, are as 
follows: 

a. 	Trained Staff and Leadership
 

(1) CREDICOOP will have 28 staff members with a minimum of to years
 
of on the job training.
 

(2) 30 rural cooperatives will have managers with at least 50 hours
 
each of specialized managcment training.
 

(3) 100 cooperative board members will each have at least 20 hours of
 
training in cooperative promotion and management.
 

(4) A continuing training capability will exist in CREDIGOOP.
 

b. 	Standardized Procedures in Accounting, Capitalization, and Credit
 

(1) 30 rural cooperatives will be using the standard accounting system
 
recommended by CREDICOOP.
 

(2) All rural cooperatives will be complying with the CREDICOOP 
requirement to purchase share capital in CREDICOOP in the amount of 
five percent of each productive loan received and two and one-half
 
percent of each marketing advance received; and all mc bers will be
 
required to purchase share capital in their cooperani':_s in the 
amount of 10 percent of each production loan received.
 

(3) 	 30 rural cooperatives -iil be using written credit procedures based 
upon the CREDICOOP moa-l. 

c. 	Marketing Operations
 

(1) 	 CREDICOOP's marketing department will be staffed by at least 
four employees.
 

(2) CREDICOOP will have two storage facilities with dryers and will
 
have adequate vehicles and equipment to provide marketing 3ervices
 
to 	 14,,30 rmall farmers in the volume indicated under End of 
Project Status.
 

d. 	Credit Operations
 

CREDICOOP will generate enough income from lending operations to cover
 
the costs of providing credit and technical assistance to cooperatives,
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including a collection effort which will achieve the ;elinquency objectives 
listed in End of Project Status.
 

e. Plans for Future Operations of Benefit to Small Fariera
 

At least one feasibility study by outside consultants to determine the
 
advisability, profitability, and best location for a cotton gin nnd/or other
 
agroindustrial investments.
 

5. Project Inputs - Planned project inputs over the following
 

three FYs are as follows (US$000):
 

FY 	1978 FY 1979 FY 1980 Total
 

a. A.I.D. Grant
 

(I) Contracting 	Services 56 135 55 246
 
(2)Marketing Facilities & Equip. 85 50 - 135 
(3) CREDICOOP Operaing Expenses 70 46 12 128
 
(4) Training 	 22 15 5 52
 

Contingency 	 25 25 14 64
 

Total 258 271 96 625
 

b. Counterpart 	 Funds 

(1)Contracting 	Services 10 10 5 25 
(2)Marketing Facilities & Equip. 40 58 96 194
 
(3) CREDICOOP Operating Expenses 132 196 2D9 617
 
(4)Training 8 8 9 25 

190 272 391)Total 


A.I.D. grant assistance to date comrpare's with the new inputs an follows
 
(US$000): 

FY 	1970-77 FY 1978-80 Total
 

(1) Contracting Services (Fx) 	 451 246 697
 
(2) Coumodities (Fx) 	 160 50 210
 
(3) Participant Training (Fx) 	 20 26 46
 
(4) 	Oper. Exp. and Other Lc Costs 672 303 975 

Total 4,303 625 1,928 

Other inputs tr the total Small Farmer Development Program consist of 
the $3 million A.I.D. loan (487. disbursed as of August 31, 1977), 40 technician 
years of Peace Corps volunteers, and a total counterpart contribution of 
$5,537,000. The sources of the counterpart are as follows (US$000): 

(I) MinAg and NDB Personnel Assigned 	 170 
(2) Export Tax 	 Benefits 381 
(3) NDB Loan Funds 	 1,100 
(4) NDB Administrative Costs 	 60 
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(5) Rural Cooperatives Share Capital 
 1,619
 
(6) Rural Cooperatives Operating Expenses 1,569

(7) Rural Cooperatives Savings 'aCREDICOOP 500 
(8) Volunteer Time Donated - R-ural Coops. 138 

5,537
 

Ae indicated above, $861,000 of this will be directly supporting the proposed
 
grant over the next three FYs and therefore can be considered the project
 
counterpart. 
An additional $2,120,175 of this is considered counterpart for
 
the A.I.D. loan (see Capital Assistance Paper for Loan 526-T-027).
 

6. Crucial Assumptions - Crucial assumptions for project success 
are that (a) world market prices for Paraguay's agricultural exports fluctuate 
no more than they have in recent years, (b) crop selection and hedging will
 
enable small 
farmers to modify the effects of price fluctuations to m-qnageable

levels, (c) the GOP does not mount a mnssive program of subsidized agricultural

credit, (d) CREDICOOP will be able to increase charges for its services com­
mensurate with increased operating costs should such 
costs rise more rapidly

than projected, (e) the mnjority of CREDICOOP and cooperative personnel vill
 
remain in the positions for iuhich they were trained or 
in other positions in
 
the cooperative systemz, (f) member cooperatives will continue to comply with 
CREDICOOP policies, (g) A.I.D. loan funds are fully disbursed and used as
 
planned, (h) the Mirkg and the NDB will continue the support p esently
provided, (i) the NDB continues to view CREDICOOP and its meimber cooperatives 
as creditworthy, (j) GOP tax incentives for cooperatives will continue at 
least through 1980, and (k) cooperative members continue at least their present 
rate of savings. 

7. Premises and Linkages - The basic premi e critical to the success 
of the project is that small fanrmers desire to increase and could increase 
their production profitably but are constrained from doing so by a lack of
 
inputs, which reasonably priced credit could provide, and by a lack of tech­
nical assistance and dependable marketing services. The grant funding to 
CREDICOOP will enable it to continue to establ!nh and to provide technical
 
assistance to cooperatives wLich deliver credit, 
technical assistance, and
 
dependable marketing services to small farmers.
 

Providing credit and technical assistance on reasonable tenns 
to small farmers operating under the conditions premised above enables them
 
to purchase new inputs, which increase productivity, and to increase purchases

of previously purchased inputs, such hired at harvest time.as labor Provid­
ing them with marketing services facilltiacz& colcection of the credit provided
and enables small farmers to receive bonuses available only through volumne
 
marketing. Provided such services, the small farmer has an 
incentive to
 
expand his production to the limit of his managcemnt capacity. 
As each =.al1]

farmer achieves increased production and returns, he will be stimulated to 
increase his production further and to increase his savings, and his neighbors

will be motivated zo join 'he cooperative. This will in4r:,iase the capital
 
available to the cooperativt and to CREDICOOP, increase the dcmemnd 
for ther
 
services, and increase the flow of revenues 
to the cooperative and CREDICOOP,
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all of which will contribute to achieving the project purpose and the project 
outputs. As the small farmer uses the services of the cooperative system, 
he will bring about the realization of the project goal: increace hic income. 

The small farmer will join a cooperative because it can provide 
him services not available elsewhere on more favorable terms. As cooperatives 
provide these services to small farmers, they concomitantly produce revenues 
for themselves and CREDICOOP. Hence as the small farmer's d(c-.nd for credit, 
technical assistance, and marketing services increases, the incomes of his
 
cooperative and of CREDICOOP increase. CREDICOOP responds to the needs of
 
small farmers because they are the ultimate users of its services and the
 
sources of its income; CREDICOOP cannot exist without them. CREDICOOP there­
fore, is self-motivated to establish cooperatives to satisfy s=nll farmers'
 
rUeeds. Each cooperative itself has a do or die incentive to generate revenues
 
in excess of its costs, which can be achieved by making customezcrs out of the 
small farmers located within a reasonable distance from the cooperative office. 
All elements of the system therefore have incentives to participate in an 
efficient, effective manner. 

8. Description of Key Elements of the CREDICOOP Systc.z 

(a) Becoming a mamber of a cooperative. Rural cooperatives are
 
currently promoting new members in specific locations and by means of group 
meetings. Nonetheless any farmer within the area of influence of a cooperative 
may become a member by filling out the appropriate application forms and by 
being approved by the cooperative's board of directocs. The minimum savings 
deposit (share capital purchase) required to become a member varies accordfng 
to the bylaws of individual cooperatives, buc the average required is 0 3,000 
($23.81). It may be paid within 10 months of Joining. 

(b) Credit; If a farmer desires credit, h fills out an ap­
plication with the help of his cooperative's field assistant. The application 
outlines a plan for the use of credit and the projected net return fio-m the 
investment. A loan coi-mittee, whose members include local farmers, reviews 
and approves the application. The credit costs 127' interest plus a service 
charge ranging from two to 67.. The borrower it; also required to place 107. 
of the loan in his share saving!; account. These charges and the cc,.pensnting 
balance make the actual annual cost of the loan from 22 to 26%. In comparison, 
the cost of CAH,commercial bank, and NDB credit rannges from 9 to 22 percent. 
Informal credit costs about 307 for a seven month crop cycle, or about 527. 
per year. Hence credit provided by CREDICOOP is attractive to -=all farmers 
who have no other source of formal credit w:hile, at the ssme timc, it is 
quite unattr.ctive to larger farmers in good financial condition who can borrow 
from banks at lower interest rates. Economic forces therefore incure that this 
project w!!l not be invaded and the resources monopolized by the large farmers. 

(c) Extension. The cooperative mzcnber receives priority 
attention from MinAg extension agents under a signed contract between the 
Ministry and CRED1COOP. In addition, members receive visits from cooperative
 
field assistants, of whom there is at least one per cooperative. 
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(d) Marketing. In the past two crop years, CREDICOOP has 

marketed more than $1.6 million of crops at prices favorable to small farmers. 

The farmers have received higher returrq than they otherwise would have 

through cash bonuses for volume sales. The marketing role is also proving 

to be important for improving loan recuperation, and for increasing the 

earnings of CREDICOOP. In only two years, a considerable arunt of marketing
 

experience has been gained and marketing assistance and facilities developed.
 

Eight cooperatives own warehouses, 12 rent space, and the rcnMinder use extra
 

office space for temporary storage of crops. All the cooperatives supply
 

bags for crops to their members, a service not always provided by other
 

purchasers. 18 cooperatives loan operating capital to farmers to facilitate
 

harvest, and 17 cooperatives provide transportation f,:om the farm to the
 

warehouse. 

(e) Capital and savings. A unique benefit offered by credit
 

union cooperative membership is capitalization of the small farmer. Public
 

sources and other private sources of credit do nothing to generate small
 

farmer savings, while CREDICOOP requires a deposit for membership (purchase
 

of shares) plus forced savings of 10% of each loan. Some cooperatives are
 

also experimenting with interest bearing savings accounts. As of January
 
in total capital and savings in
1977 the average small farmer member had $90 


his cooperative. The figure is impressive considering that annual per capita
 

income among rural members is less than $291 and that most cooperatives are
 

new institutions, formed within the last three to five years. It ir not
 

likely that any savings among s-ill farmers would have been generated were it
 

not for the cooperative system. 

(f) Promotion and Growth. Although urban cooperatives -Iay a role 

in expanding CREDICOOP's base of support, providing professional talcnt, and 

making funds available for lending to rural cooperatives, the project, because 

of the Congressional Mandate and because CREDICOOI sees the _=2ll fartmer as 

its priority client, concentrates on rural cooperatives. Iolost rural co­

operatives are now of sufficient financial and organi zational trength to 

expand their services and membership. Promotional activities to increase
 

membership in existing and in new rural cooperatives will be an important
 

part of project activities over the next three years. It in estimated that
 

farmer membership in rural cooperatives can be increased from the present
 

4,378 to 15,100 by the end of the project largely by Frowth of menbership in 

existing cooperatives. Almost without exception, large numbcrs of small 

farmers are available as potential members in areas in which cooperatives are
 

located. Planned membership growth will be based upon rational expansion of
 

services to members who live near each other and noar the cooperative, an 

opposed to attempting to serve isolated farmers. Affiliation of existing non­

member cooperatives and pre-cooperatives is also contemplated. The rate of
 

membership growth is projected to range from 27. in 1977 don to 20. in 1980. 

This is a conservative projection in view of the low initial base, absolute
 

potential, and the actual growth in other credit cooperative moveents in
 

South America.
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III. PROJECT ANALYSES
 

A. Technical Analysis and Environmental Assessment
 

This section examines the constraints to increasing small farmer
 
income (based on pp. 453-477 of the Small Farmer Subsector Assessment of
 
August 1976), relates these constraints .c efforts undertaken by CREDICOOP
 
and member credit union cooperatives to assist small farmers, and providea
 
a relatively detailed description of hot such efforts are implcented.
 

1. Constraints to Increased Small Farmer Income
 

The majority of the producers of agricultural crops in Paraguay 
are relatively small farmers. For analytical purposes thcr 'tll
farmers
 
can be divided into three subgroups: (a) those with land holdings which are 
inadequate to absorb available family labor,(b) those located in traditional
 
farming areas whose land holdings exceed the area that can be cultivated by 
family labor, and (c) colonists who resemble group (b) but rFuot cope %Yith 
land clearing as well as cultivation. All three types of or-ill farxers share 
a common economic environment which may be characterized by: 

a) A very small domestic market and consequent dependence upon
 
export markets as the major putlet for increased production.
 

b) A lack of improved technologies suitable to small farmers,
 
and gene -irlly low levels of productivity per farm worker anl per hectare. 

c) Limited diffusion of technological alternetives which may 
offer opportunity for increased resource productivity. 

d) Few small farmers served by formal credit sources. 

The following is a more specific analysis of the situation and 
contraints faced by each of the three typos of small farmers. 

a. Farms with Unutilized Family L-abor (0-5 Hectares) 

Survey data indicate that farms of lens than five hectares 
tend to utilize nearly all of their land for crops but do not utilize all 
their available family labor. Such farm frmilies appear to be net suppliers 
of labor to the larger farms in their area. This relative abundance of 
family labor suggests that to increase farm income these far-ern need to (1) 
acquire access to more land or (2) intensify production en existing land
 
holdings.
 

If technology and cropping patterns ri7alln relatively 
unchanged, land is the most limiting constraint to increased income among
 
these farmers. With increased land they could clearly increase their
 

duction and income until family labor limited further expansion of land 
-.itivated (roughly six hectares). Sincc there is little difference between 
the crops produced on the smallest farms and larger farms, and since there 
is no evidence to suggest that technologies employed vary with form size, one
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would expect any expansion of cultivated area to be accomplished using
 
relatively fixed combinations of land, labor, and capital. Consequently,
 
these farmers could farm up to about six hectares of land with their family
 
labor and probably a modest increOa3e in capital. Cultivating more than six
 
hectares would require more capical in the form of credit to purchase labor
 
and capital inputs.
 

If farm size is taken as fixed among this group of farmers, 
the intensification of production would require shifting from -yroductionof
 
traditional field crops (cotton, tobacco, corn, manioc, soybeans, peanuts)
 
to either more labor intensive horticultural crops or multicropping systems.
 
Either would involve seeking expanded markets for nontraditional crops. The
 
domestic market is small, with consequent extreme price variations, and is
 
the most limiting constraint to more intepsive production. This implies
 
the need to develop markets for nontraditional exports and the agroindustry
 
to produce them. Development of agroindustry requirea the installation of
 
infrastructure and the organization of producers to supply products suitable
 
for the export market. A closely related requirement is the dcvelopment of
 
appropriate technology for more intensive production. Current research in
 
horticultural crops in Paraguay is limited to varietal testing; the
 
institutions involved in research have not yet undertaken the development of
 
production packages suitable for small producers. Research on multicropping
 
schemes is virtually nonexistent.
 

As the marketing and technology constraints are lifted, lack 
of capital will quickly become the most serious constraint. This is particu­
larly true as fruit and vegetable crops enter the production pattern, because 
these commodities require much larger investments of capital than traditional 
field crops. 

The current situation of farmers with less than five hectares
 
can be described as follows. They typically devote 1.5 to two hectares to 
crops for home consumption (corn, manioc, beans) and utilize nearly all of 
their remaining land for traditional field crope (cotton, tobacco, and oc­
casionally soybeans). Even though these crops are cultivoted in a labor 
intensive manner, available family labor is not fully utiliiz'ed. (Survcy data 
suggest that less than one-half of avaiiable family labor may be utilized on 
farms of this size.) They can increase their income!; somewnat by applying 
improved technology to their conz-ercial crops using additional cash inputs, 
aOaa ?ppear to do and have done so, but r=jaJor increases in income .ie 
constrained by inadequate land for traditional crops or by inadequate m-arkets 
for nontraditional crops. The risks associated with the raarhets for non-
Leaditional crops mitigaLe against intensification of production. 

According to data from both the 1973 and 1976 surveys, a 
small percentage of farmers of this size category use credit and nearly all 
of these obtain credit from local businessmen (almnceneros), i'lo typically 
buy farm products and sell a limited line of food items and dry goods. The
 
lack of loans from formal credit institutions is confirmed by statistics
 
indicating that loans from these so' r-es were given to only 12,300 small
 
farmers (of all sizes) in 1976 (and tlhis number may involve some double­
counting). 
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tSAID has identified the lack of an efficient credit
 
delivery system to provide small loans to large numbers of farmers, as a
 
major obstacle to increasing the coverage of credit services from formal
 
credit sources. The local almnceneros utilize their own capital for lending
 
to farmers. Although these businer3men probably have some capacity to expand
 
credit to their clients, it is unlikely that major increases in credit can be
 
achieved through informal credit sources. Clearly, there are ,no exarmples of
 
modern agriculture built upon informal credit sources.
 

The ali'taceneros do appear to have excellent knowledge of 
the creditworthiness of their borrowers and provide timely loons, character­
istics uhich formal credit institutions so::thies find difficult to match. 
They make loans to farmers who market cropu through thci and will zalke 
crop loans only for co--oditieo for which they, in turn, have a good emrket. 
Almaceneros, for example, find lending for cotton attractive because the 
cotton gins advance them funds for purchasing the crop, but find wheat un­
attractive because they have to wait sever.l months for payment from the 
mills. Consequently, the range of coa.i_-odities for uhich almaceneros are 
prepared to give production loans is limited. Furthermore, the financial 
structure of the almaceneros' business suggests that they would not be a 
likely source of credit for medium term investments (machinery, livestock, 
farm improvements) or for land purchases. This is of utmost importance 
because the Small Farmer Subsector Assessment (pp.269-270 ) indicates that
 
the greatest demand for credit among the smallest farmers in for purchasinlg
 
land and work animals. This has been largely confirmed by CREDICOOP's 
experience.
 

To -umnarize, therefore, the credit :,ituation facec by this 
group of farmers, few have access to or use credit, and most of these fsrmern 
obtain their loans from informal credit source!;. The informnal crt.dit sourcfn, 
while reasonably responsive to short-term family consu-imption needs and 
financing for certain crops, do not provide a structure -;uitable to m:eet the 
developmental needs (as indicated above of this group of i a7nr!,. IBased 
upon its owr. capital resources, the informll nsvst em I I -prepared to 

provide the quantities of credit requi red to enabie thetc fa-)E-.-, !o in(- ea;e 
their production of traditionai crops or to enter th. production () non­
traditional crops.
 

With respect to the available technology and tlhi, Lechnicol 
assistance afforded this group of farmers, the generalization cited above 

apply to this z;pecific group. Very fewr of Paraguay's small fanrmer:; receive 
technical as;istance, and this assistance is further plagued by a lack of 
generation of new technology specifically oriented toward s=all farms . Tbus, 
the potential impact of technological change is limited by the numaber of 
farmers reached by extension services and the quality of informztion extended.
 

Small farmers typically -arket traditional crops (cotton,
 
tobacco, soybeans) through local alnaceneros. The competitiveness of these
 
almaceneros appears to vary with location and the quantity of production.
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The marketing operations of these buyers appear to be rather simple, ac­
cumulating sufficient quantities of product to constitute a truck load and
 
forwarding the product on to the next point in the marketing channel. 
 They
 
normally have limited storage capacity and no facilities for treating the
 
product (drying or cleaning). Although additional evidence is needed, it
 
seems that local level storage could contribute to improving thp.efficiency 
and performance of the marketing system. The best organized marketing
 
channels are, as might be expected, for major export crops: cotton, tobacco, 
and soybeans. Marketing channels 
for corn, rice, and wheat (all doeastically
 
consumed) are poorly organized and are nit dynamic in developing ne-w market
 
opportunities and relating them back to the farrier. 
 The organization of the
 
marketing channels for perishables is even tworac, as indicated by extreme
 
variations in prices. Organization of marketing channels is beyond the scope
 
of the local buyers, vhose opcrations are too &=all to exert influence over
 
the market. In short, it can reasonably be asserted that expanded production
 
of tradi.tional crops and, eopecially, nontraditional crops will require
 
improvements in organization and coordination of the various marketing chan­
nels. (It should be emphasized that each crop requires different handling

and different actions to improve the organization and efficiency of the
 
marketing channel for that commodity.)
 

b. Small Farms With Unutilized Land (5-20 Hectares) 

One of the important findings of the Small Farmer Subsector 
Assessment was that a strong correlation between size of farm and income
 
exists only in the case of very small farms (0 to 5 hectares). Beyond five
 
hectares, farmers tend to use a smaller proportion of their land for crops as
 
landholdings increase. As an -xample, farms of under five hectares averagcd

3.6 hectares in size '.,th 3.C ectares (837) cultivated, farms fro-m five to
 
nine hectares averaged 5.5 hectares with 3.9 (607.) cultivated, and farns from
 
10 to 19 hectares averaged 12.7 with 5.3 hectares (417) cultivated. Although

the underutilization of land resources might be attributed to other factors 
such as poor quality land, the lack of family labor appears to be the major
 
constraint faced by these farmers. 

There appears to be a limit to the arzount of land that can 
be cultivated using family aibor given present technologies, approximately
six hectares. Furthermore, the low productivity of aricultural labor using 
existing technologies suggests that farmers will not regularly nire additional 
labor at the going wage. Though small farms of a!l sizes do hire so. e labor 
for critical periods such as harvest, the amount utilized per hectare of 
cultivated la d is a-,pro:<tfrately the same across all farm sizes, tending to 
support the above thesis. Farmers typically use family labor, a stock 
resource, in operaL-ions wlere the marginal return is below the going u-age rate 
(a phenomenon which is true of developed countries as well, including the U.S.). 
In short, this implies that family labor, not labor in general, is the 
constraint to increased crop production for this size farm in its relatively 
static technological envirotment. 
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The technological environment tends to be static in Paraguay.
 
Only cotton appears to have enjoyed any important increases in production
 
from improved technology (and these technologies are of the land-saving,
 
increased yield, as opposed to the labor-saving type). Most production is
 
undertaken by labor ir.tensive methods, utilizing persons or oxen as 
a source
 
of power. There are few available technological alternatives between the
 
traditional combinations of hand labor and rudimentary oxen drawn equipment
and large-scale tractor technology. Thus farms over a wide range (0 to 20 
hectares) do not vary in technologies employed and vary surprisingly little
 
in incomes generated. Clearly farms of five to 20 hectarea need new cropping

systems and appropriate mechanical technology to utilize better family labor
 
and to take advantage of the land resources available to thc2.
 

Again, once the most i=3diate constraini (in this case
 
family labor, which could be alleviated with new technology) is addressed, 
other constraints appear. The marketing systes, essentially the same as for 
the smallest farmers described above, could be expected to bccorL2 a iujor 
impediment to expanded production. Since this group of farmers could expti4
income and production by cultivating extensive grains and field crops, improve­
ments in the traditional marketing system would be relatively more important

than development of agroindustry and export markets. 

As the limitation6 imposed by lack of appropriate technology
 
and present marketing systems are alleviated, additional capital will be
 
required to expand production. Both yield increasing and labor-saving

technologies normally require increased cash inputs. 
 Farr.mers will require 
both increased short-term and investment credit to expand their operations. 

Both 1973 and 1976 data indicate that only about one-third
 
of farms of this size use credit, and like the smallest farmers, the most 
important credit source is the almaceneros. (Although the NDB increases in 
importance as a credit source for these farmers, 
it is a minor supplier ac­
cording to preliminary 1976 data.) Furtherr.ore, it is not surprising that 
farmers in the 1973 sample corresponding roughly to this size category would 
most frequently select "cultivate more land", labor", and "buy"hire imple­
ments" as uses they would make if there were sufficient ar.mounts of credit 
available. Interestingly enough, purchase of land also ranks high am.ong 
potential credit uses. One might suspect that this response is related to 
obtaining clear o rmership of landholdings that are presently ut: 1ized by 
these farmers under other tenure arrangt.en,_s. 

Since the characteri tics ol the almacenero as a source of 
credit have been covered in detail, he will not be discussed further here. 
The situation with respect to technical assistance and marketing is roughly
the same as the zero to five hectare farms. The important conclusion to draw
 
from this discussion is that these farmers differ from the st.Allest farmers 
only in the amount of land they have; technology, credit sources, and Varket­
ing are nearly the same.
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c. Colonists 

Although USAID does not have data specifically related to
 
colonists, some general observations should be made. Most colonists, at
 
least in colonies sponsored by the Agrarian R -form Institute (IBR), are
 
given plots of approximately 20 hectares. These colonists have constraints
 
similar to those of farmers of 5 to 20 hectires in traditioml fanming areas.
 
However, the quality of their land is generally better than in traditional 
farming areas, and problems related to chemically and physically deteriorated 
soils and weed infestations are less critical. But other problcs are 
intensified. Labor is less plentiful in colony areac,and fcrnily labor must 
be diverted from cultivation of crops to clearing of land or high costs mi.at 
be incurred to clear it (between $400 and $500 per hectare). Even thoug' 
adequate land is available, putting it into production is slow. 1hese new 
colony areas may lack even the traditional credit and mrarketing infra­
structure afforded by the almacenero system caeacribed above. These conditions 
unaltered might result in colbni7ation crean, b;!coming ninifundias. There is 
some evidence that colonists unable to use all of their landholdings have
 
already subdivided them among relatives. Threfore, as with fars of five to 
20 hectares in traditional areas, these farmers need technologies uhich allow
 
them to farm their available land utilizing fmiaily labor. They also need
 
marketing and credit infrastructure tc faillitate their develoFent.
 

2. Constraints Addressed by Credit nion Cooperative 

The purpose of this subsection is to relate the activities under­
taken by credit cooperatives of CREDICOOP to the constrairt: faced by Para­
guayan small farmers.
 

One USAID prolect cannot be ch,.rged with overceunlng al the 
constraints to increasing small far.er inccme, Nevertheless, it i,,important 
to understand the role credit cooperatives are assuming and could asstrze in 
attacking the identified constraints. The ,-gnificance of the credit co­
operative movement is that it is evolving a sy t .or delivering; services 
needed by small farmers. Beginning with credil, ,or crop pro idct on, the 
movement in receit yt-ars has expanded it L;.- vict:s to include credit for 
animal drawn rachinery, marketing of member:,' production, p'.ovtsion oi 
technical assistance, and specialized progrcz,=- (such a,; ! i';h and handicraft 
marketing) to meet the particular needs of various cooperatives. It is 
important to note that the cooperatives, wi d. the support of CRF!]COK)P, have 
demonstrated the flexibility to ,nerve identified needs of [nmnil farmers and 
have increase, their capacity to addres,-i thone constraints whiich it is prudent 
and economic for cooperatives to tackle.
 

Chart :, which sur.-a-rizes the constraints described above and 
describes the role the credit cooperative systemz can play in alleviating them,
 
will serve as a huide for this discussion. Part A of Chart I examines farBa
 
from zero to five hectares which face basic land, market, and capital
 
constraints mentioned earlier.
 



CHART I Basic Constraints to Increased Small Farm Income,
 
Present and Possible CREDICOOP/Credit Union Activ­

ities, and Other A.I.D. Projects Addressing these
 

Constraintn 

PART A For Farms 0 - 5 lioctaret 

Basic Constraints CPEDICOOP/Credit Union Progr a 


Actions Required I 

Resource Explanation 	 CPEDICOOP Cooperative 

LAND 	 Size of farm is most I. Expand farm size il. Develop land financin 11. Land purchase loans to farmer 
limiting constraint progrtm & provision of funds tz-bora 

given present markets 2. Increase production to '-x-ber coops for this 

of labor Intensive purpose 

crops or crop i2. a) Train field staff in improved 2. a) Bold discussions with 

combinations rop co--biriation5 I farnor me-bers to n--lvze 

b) ?aintain lalcon vith --t'l tech. alternatives 
research entities and a-arenena b) Pilot dronstration plots 

of tech. develop=ta .	 c)l Maintain contact through
I 	 REDIOOP & MinAg on new 

tech. developments
 
- t 

LABOR Dndertilised re- Alter othe: factors of 
source (Farma of this production in order to
 
size are net sellers use it more fully I
 
of labor)
 

CAPITAl. Becona limiting with I cr. dit sertcea 1. Loans to coops 	 I I. to e---ersZz:ove Loans 

Ichae.4e ii land or . rient coop leaders re lendin , ; . Pro=ote member awareness that 
policy towards more intennive loans are available for these 

objectives 

:. Teach Investment plan ethod- 3. Assist borrowers develop 

coo~yinvesctent plan 
:4. Assist co,.ps develop internl 14. Prozote =-berhip, capital 

capitallration strategy 	 i.n.ent---rnt, and atvings
 

MARKET tPrcsent markets are 1. Stimulate agroindustry 1. a A.i-lyze rkct ;-centilo! 1. Prcvide co-z-nity level 
6st limiting If sit* bi :.'velop -- rketlnZ chain coordr-ntion 

ot t,.u cannot be 2. tawselop export markects iezape fox n£c 

altered for labor intersive .sndicrar s)
 
cr ps *.eVvlop furt-her emport 
 2. 	 a) Fulfill SrvcrT-ntal 

capabi!ity (CISDICOOP has rc ulations to qualify rvebers
 

e-periente in erporting cotton cropt for erporting
 

And soybeans) 	 b) Assist nn-bera to meet
 

export standards and require­

ments
 

Other A.I.D. Programs
 

(Through Proposed

FY 	 79) 

1. 	FY 78 Small Faruar
 
Sector Loan
 

2. 	FY 79 Crop
 

Intensification 

Project
 

Rural Enterprises Loan 
FY 79 Crop Intensifica­

tion Project 

http:Ichae.4e


IPAR B For Farm, 5 - 20 i.t_ares 

Daic constraints Actions Required Union Progria otEDIhP/Credit Programsther A.I.D. 

Resource Explanation CREDICOOF Cooperative (Through Proposed FY 79) 

LAEI Underutilized reb!.rce Alter other factors of
 
(The percentage of land pro.

4
_Action
 

ucad in crops decrcases 
rapidly with in--re~acc
 

fam site)
 

lA raI to be mor 1!- 1. CrItn of news techio M sde the scope of cooperative projects) FY 78 Sna11 Fam~er
hpizr 

citing conatraint givcn icy Sector Loan
 
present technology
 

2. a) Prortion of internrediate 2. a) D=onatrations vith FY 78 Small Farmer Sector 
2. Diffusion oi new tcchno- =nachanical tcchnology -- o r groupe Loan 

logy to large r= !crz b) Coop ataff trainirs co- b) Local coordinationo ordinated with Il Ag personnel "ith IUnA. crteaion Agents 

CAPITAL. JDec., liuiti" vith I=pruve credit servIces 1. Loans to coopa for i.leitns 1. Lor., to farnr-a for
 
charces in tec.2ology techinology ch-=nca it-lcncntl3 techroloy


I ! chz . s z
 

2. Operating capital loans to coops 2. Opcratio l lorna 
to
 

faroera co hire additional 

IB Mf Highly mirirnz I. lpr ve efficier cy an I. ) C2DICOOe = rkrtin. (vertcal- i. a) ar= r to coop ,-rktica FY 79 Marketirg Technical 
coordination of r.srket- ly coordinated thro-ugh rpo ­ ct Assistance 
ile syst =8 tion). Inotruct coops on loczl 

arbetlngcoorditio ~tuFY 78 Rural Roads Loan
b) Platnin: p~icnal b) local storago facilitiesr phyeical 
facilities and fin.2ncinj coop 

f acilities 
Improye rural road, 2. (Outside the scope of Coopratives projects) 

0 
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Land is an abundant reajource in Paraguay. Much of Paraguay's
potentially arable land is still untouched. 
Concentrations of small farms
 
exist in the central zone surrounding Asunci6n, not because land is limited
 
but because historically Asunci6n was the major market, and poorly developed

transportation infrastructure limited the distance that farms could be located
 
from the market. Thus today the majority of Paraguay's smallest farms are
 
located in this area. 
 The GOP has pursued a policy of colonization to reduce
 
the population pressure upon the central 
zone. Although this policy has its
 
merits, not all small farmers 
can be or will want to be relocated. To over­
come the land constraint for those who remain behind, farmers could purchase
 
additional land or produce labor intensive crops.
 

It may appear strange to suggest financing land purchases in a
 
minifundia area, but migration to colony areas 
is evidently reducing pressure
 
on much land in the central zone. This permits the purchase of land released
 
by farmers migrating to colony zones. CREDICOOP is about to begin a pilot

land financing program, which is expected 
to attack the land constraint faced by

the smallest farmers. To USAID's knowledge there is presently no formal
 
program for financing land in Paraguay. Should the CREDICOOP program be
 
successful, CRELiCOOP and its member credit cooperatives Iu
Id be relieving

the most critical constraint faced by the smallest farmers ang-C its membership. 

The alternative strategy of intensifying crop production on
 
existing land will demand some actions which are outside c;f 
the scope of the
 
cooperative system, but the cooperatives can initiate certain local activities
 
required to facilitate implementing such a strategy. In a sense, existing

cooperative lending to farmer members, in environmentan in which few farmers 
use credit and the use of cash inputs is limited, is an effort to pursue 
intensification of production. As other activities outside of the scope of 
this project begin to bear results, the already existing cooperatives can
 
provide credit and other services to help assure their effectiveness. As an 
example, the new technologies for cropping cou.binations expected from the 
Small Farmer Sector iLoan and the market opportunities and horticultural crop
packages to be evolved through the planned Crop Intensification Project can 
have an impact upon local populfti :;-. of ,;mall farrier!, through activities of 
the existing credit cooperatives. Technology generation and export market 
analysis are outside of the scope of credit cooperatives, but the following 
complementary actions are reasonable undertakings for the cooperatives and
 
for CREDICOOP:
 

Cooperatives:
 

a) Credit for labor intensive crops.
 

b) Diffusion of new technologies.
 

c) Organization of farmer members as suppliers of specific 
conu 
dities for which a sound market has been established.
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d) 	Development of small cooperative agroindustrial projects
 
for processing of labor intensive crops.
 

CREDICOOP:
 

a) 	Assisting cooperatives in designing credit and technical
 
assistance programs for intensive crops (an extension of
 
present activities).
 

b) Assisting cooperatives in analyzing the feasibility of
 
specific local projects for intensive crop production and
 
agroindustry.
 

c) 	Assisting cooperatives in organizing for export markets.
 

These critical efforts are logical extensions of current CREDICOOP/credit
 
cooperative activities as new opportunities c=erge to serve the needs of
 
members in various localities.
 

Because of their cowrnon characteristics, farmc of five to 20
 
hectares in traditional areas and colony farms have been aggregated as one 
group in Part B of Chart I. As noted, the generation of new technology 
needed by this group of farmers is outside the scope of a coopc-itive project. 
Nonetheless, CREDICOOP has recognized the need for labor-saving m chanical 
technology of appropriate scale and has financed such investmnents when they 
have appeared feasible. Particularly interuting have been CREDICOOP's 
efforts to distribute an ox drawn sprayer. In this case CREDICOOP financed 
the construction of 40 such sprayers by making an advance payment of one­
half of their cost to the manufacturer. Puichase of these sprayers ias 
later financed for cooperative members. In addition, CREDICOOP published 
an illustrated brochure discussing the use, maintenance, and financing of
 
these sprayers and provided aprayers to cooperatives on a consignrcnt bnis 
so that their field assistanto could demonstrate thcm to farmer mc=bcr,. All 
of these actions contributed substantially to the acceptance of this tech­
nology. In addition to oprayers, individual cooperativeo have beer distribut­
ing 	 seeders, plows, and other equip ment during the past year. 

With the experience now being gained, the cooperatives will be 
prepared to provide technical assintanco aid recded inputs as new technologie 
emerge. CREDICOOP's working arrangements with the Ministry of Agriculture, 
and specifically with the Extension Service (SFAG), are invaluable linhages 
between the entities charged with technology creation and small faries. 
Furthermore, each rural cooperative has an agricultural field assistent, who 
offers the members a much closer contact with technical assintance than can 
be afforded by SEAG agents who are responsible to much larger rumbers of 
farmers. Finally, CREDICOOP has obtained experience in distribution of new 
seed varieties and other inputs through the credit cooperatives. In short, 
the system is in place to diffuse technologies and distribute the inputs 
necesJaty to make new technologies a reality among farmer members. 
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With respect to the provision of credit services, which are
 
presently in short supply for small farmers and become even more critical
 
with technological change, the credit cooperatives have in place a Workable
 
delivery system. 
This system has many of the positive characteristics of
 
the informal system described above, but fewer limitations. Like the
 
almaceneros, the cooperatives have good information about the creditL orthiness
 
of the loan applicants. When most cooperatives were small, the credit com­
mittees, which make the 
final decision on loans, vzuld personally know the
 
applicants who were essentially their neighbors. A3 the cooperatives have
 
become larger, a new system of neighborhood groups io being evolved to
 
maintain this intimate knowledge of the borrower as a component of the
 
decision making process. 
These groups are an important source of information
 
rbout the individual borrower and the problems associated with geographically

dispersed membership in providing services to mez:bers. 
 Also the agricultural

field assistant is likely to know the individual borrower, and his input is
 
important to the final loan decision. This approach provides the credit com­
mittee of the larger cooperatives 'ith information based upon first hand
 
knowledge of the borrower.
 

The cooperatives, taking advantage of the voluntary work of
 
their members, have developed a system of providing s=all loans to a large

number of farmers without having over-burdensome administrative cost... 
 By
working with their members to plan for crop production needs t2ll in advance,
the cooperatives are able to delver loans on a timely basis. This means
 
that they have already in place a low-cost and timely credit delivery system.
 

Chart I I compares the .ole; o* credit cooperati,',es ,rith the 
almaceneros in regard to several 
chara terist c,,. It shoulk be noted that
 
the cooperative system can respond to development need. that almacencros can­
not. Whereas the almaceneros leni o, -y 
 for crops for which they already
have market arrangements, the cooperativei, with the Surport of CREDICOOP,
 
can lend for alternative corr-dites when the production 
 of such corz-oditles
 
can be demonstrated 
 as ecenomica ly viable. In fact, CRPEDI0lOOP is in a
position to develop riarketing arransierent.,; tor crops which appear to represent

economic opportunities for their 
 tarmer membe-s and assist r:ember cooperatives
with marketing the:se products. Further, tothe cooperative are prepared 
provide multiyear lioans for iive:;tments in r.. ch:nr.ry, 'i:vtock , fa rmimprovements, and pu rchase of land, whichil'rs cn ros. would not becnune they 
are not prepared to tie tip their owil capital for long per:ods of time.
 
Neither are almaceneros 
 in the position Io '-omote improved technolo'1y 
among borrower'. Wh ile almace IIe rn o I te, i ave one Io ns o- another of
supervising clieonts to n e sure that crops; are properiv cared for, they do niot 
provide technical a s si!;tance a; such, nor do th, V have the d rect linvnges to 
sources of information about new technologie:. a dees the credit cooperative
system. Finally, the cooperatives ire in the position to expand substantially
credit to farmer members. Member saving.' ans well as increases in capital
shares required of members are being pror'otedi as a means of expanding lendable 
funds of the cooperative. The present A.I.D. loan will 
expand the resources
 
of CREDICOOP. Additional capital for small 
farmer loans could be channelled
 
through CREDICOOP in the future.
 

http:ch:nr.ry
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CHART II 

COMPARISON OF CREDIT UNION COOPERATIVES WITH ALMACENEROS 

Characteristics 


1. Knowledge of borrowers' 

creditworthiness 


2. Timeliness of credit 

for crops 


3. Interest charges for 

loans 


4. 	 Cost of providing 

services 


5. 	Can provide small 

loans to large number 

of farmers 


6. Flexibility to provide 
loans for family con-

sumption 

7. Flexibility in f:inan-
cing wide range of 
crops 


8. Flexibility in finan-

cing medium term 

investments such as 

machinery, livestock, 
an]d improveiients 

9. Flexibility tp lenrd 

for land putrclhase 


10. Provides technical 
assistance with leans 


Cooperatives 


Good: credit committee 

consisting of neighbors 

makes loan decisions
 

Good: cooperatives 

organize credit plans 

in 	advance and have 

excellent record of
 
timely delivery of
 
credit
 

24t% 


Modes due to considerable 
volunteer participation 
in 	 administering the 
cooperatives
 

Yes, limited only by 
the number of members 

Iimited Flexibility in 
early state of develop-
meit 

lHighly flexible, can lend 
for any economically 
feasible production 
act ivi tv 

Currently financing 
these activities 

Beginning pilot project 
to lend for, land purchase 

Yes, closely coordinated 
with pub]lic sector 
e(>.. service<ension 

ALmacenero
 

Good: almaceneros know
 
their clients very well
 

Good: almaceneros make
 
their decisions rapidly,
 
no 	bureaucratic slowdowns
 

Unknown: estimates vary
 
from 0 to 100+5'
 

Cost of loan administration 
not separated from other
 
business activities 

Yes, limited by number of 
clnien t:;arcvro ean 
handle
 

}Highly f11,xil.le to lend for 
imme(l ate family need,; 

1?estricted g,,enevally to the 
crops; r,;urketed by the 
a].m:cuneir-) 

Would not prov.ide mul tiyear 
loans';; ties up own capital 
for, too long a period 

None
 

Limited, via loan super­
vision
 

http:f11,xil.le
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Characteristics Cooperatives Almacenero 

11. Farmers benefit from 
capitalization 

Directly, as members of 
the cooperative 

Only indirectly, as almace­
neros' expanded capital is 
used for financing farmers 

12. Ability rapidly to 
expand credit available 

Can respond using own 
capital, A.I.D. loan 

Limited by expansion of own 
capital 

funds, and loans from 
other sources 

13. Borrowers' aLility to 
influence lender policy 
and service 

Yes, direct and through 
elected officials 

Contingent on personal and 
economic relationships 

As noted in the description of constraints, the problems of

marketing appear to be 
related to lack of organization of marketing channels.l/

CREDICOOP and member cooperatives have pursued improvements in mrketing in 
a

prudent manner. Marketing efforts in development progrrm. tend .o stress
 
physical facilities and underestimate the importance of market coordination
 
and marketing arrangements. 
 In contrast CREDICOOP has cmphasized negotiating

contracts with processors \e.g., 
cotton ginn) and exporters for ipecific

quantities of production, coordinating the marketing activities of mct 
 ber
 
cooperatives to achieve volume operaticns, and arranging operation: 
to take
 
advantage of export 
tax reductions offered cooperatives by Paraguayan law. 
This experience has been highly useful In building CREDiCOOP's capacitv to 
act as a broker for its member cooperatives, which can then be followed bythe installation of appropriate physical tacilitic: to imp rove the handling
of products and increa:se the effic.ency of the Mrket ing channels for co=­
modities produced by their members. 

3. Htow CREDICOOP Facilittate , -,C1Zber Cooperative Activitic, 

One of the most overlool.ed contributionr, of a central cooperative
organization it;its capacity to a.sist r-.ber cooperatives in overcoming

serious inherent w'eakne:;nes found in early stages of deve ioZ..ent. The follow­
ing is an fllustracive list, by no means co.plete, of co-:zon probler.s
encountered by sm.ill 
and growing rural cooperatives:
 

a) Lack of managerial capacity at the cooperative.
 

1/ Lack of bags for cotton, resulting in prolonged on-farn storage in

inadequate facilities (e.g., farmers' houses) and long delaya in
 
unloading at the gins (up to 
seven days) are sympteatic of market organi­
zation problems encountered in perhaps the best organized of the various
 
marketing channels.
 

http:overlool.ed
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b) Lack of volume and slow capitalization.
 

c) Lack of negotiating power.
 
d) Vulnerability to misuse and embezzlement of funds.
 

The lack of managerial capacity is almost a given among small
 
rural cooperatives. To overcome this difficulty, CREDICOOP provides training
 
and technical assistance in administration and management of cooperative
 
affairs (see specific services below). The lack of volume and slow initial
 
capitalization is a problem of both management and size. Efficiencies in
 
providing services are related to volume, as are earnings and capitalization
 
of the cooperative. Without sufficient volume, cooperatives have difficulty
 
meeting costs; and without sufficient internal capital, small cooperatives
 
have problems overcoming minor financial set-backs caused by either factors
 
external to the cooperative or poor decision makling on the part of its manage­
ment. A central can assist a cooperative through the growing phase by helping
 
it develop management tools for problem identification such as loan delinquency
 
and appropriate expansion and capitalization strategies and by helping it
 
avoid managezent decisions which imply serious risks to a small and poorly 
capitalized institution. For example, a conmion tendency of an inexperienced
 
cocperative is to over-borrow from external capital sources, thus multiplying
 
the risks on its internal capital. In sucl, a case it only takes a relatively
 
small percentage of bad loan decisions to wipe out existing reserves and
 
members' equity. 

The volime c' a number of small cooperatives combined may 
provide an opportunity for efficiencies and capitalization which are not 
available to an individual cooperative. It w;lll certainly provide an op­
portunity to exert some negotiating power that is not possible to achieve on 
an individual basis. As an example, CREDICOOP, with the combined volumes of 
its member cooperatives, was able to negotiate an advantageous contract with 
a gin for sale of members' cotton, that would have boon impossible for an 
individual cooperative to achieve. Small individual cooperatives do not 
typically have suffici.nt volunes of products to sell or sufficient 
requirements for Inputs to be able to negotiate vith buyers or sellers from
 
a position of strength, nor do they have the business contacts and entre­
preneurial capacity to undertake such ncgotlations. Consequently, as 
individual units they operate at a disadvantage to larger cntitler, in the 
economic environment. Finally, small cooperatives with poorly kept books,
 
underpaid and unskilled managers, and lack of appropriate for.-r-l controls 
are vulnerable to misu;Se of funds and cm.bezZ~lcznt. CREDCOOP provides a 
bonding service for employees and officers of r..=bcr cooperatives and assists 
member cooperatives in establishing systcms of sound accounting and record 
keeping, credit policy control, and budgetary control. CREDICOOP also provides 
auditing services. Theoe forms of aasistance hclp s: .ll and grovin3 coopera­
tives to avoid the pitfalls of misuse of funds. 

As touched upon above, an important contribution of a central
 

is the entrepreneurial capacity that it can offer its member cooperatives.
 
The central can acquire a staff with a high level of business management
 
capability, contacts in the business co--unity, and market knowledge.
 

http:suffici.nt
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Assistance from such individuals is invaluable to member cooperatives whose

decision-makers are at the stage of learning how to operate a business. 
The
 
central can bring to individual cooperatives the business skills, organiza­
tional capability, and business contacts they lack. 
Often, assistance from

the experienced personnel o 
the central can help cooperatives identify

problems before they become debilitating, develop creative solutions to such

problems, examine the feasibility of alternatives to providing needed services,

and facilitate the development of programs through their business contacts in

the central city. 
 In short, a central such as CREDICOOP can bring the benefits
 
of sophisticated management to member cooperatives which would othe:uise not
 
have access to such skills.
 

Finally, below are summarized the specific services CREDICOOP

provides its member cooperatives, to overcome the constraints explained above.
 

a) Credit
 

CREDICOOP loans provide financing to member cooperatives for
 
initial administrative operations, agricultural production, marketing, mini­
industrial and handicraft production, infrastructure adquisitions, and 
consumer

finance. Initial administrative loans help a cooperative confront the need 
to

develop an early minimum operation system. Thiese one-shot start up loans at
 
five percent interest maturing in five years facilitate improved management

at 
the early, critical stage of development. Agricultural loans are for the

production of crops, poultry, fish, and other products and can be used to pay

for seed, fertilizer, insecticide, hired 
labor, draft animals, veterinarian
 
services, tools, machinery, and improvements of farm installations. The
 
inherent complement to these 
loans is marketing finance to 
enable farmers to
 
meet harvest costs and to receive partini advances on production turned over
 
to their cooperatives. CREI)IUM'p infrastructure loans to cooperatives 
 are
 
concentrated mainly in temporary stora.'e facilities; for members' crop:' and
 
for agricultural input inventorie.;.
 

b) Agricultural Tchnica, As.sistance 

CREDICOOP' s al<:r l technical ass:stance service to its
 
member cooperatives is' %-a 
a iforal ag'reement with the Ministry

of Agriculture. A prof,. 5;ois [n, .. 
 ssgned till tire to CREDICOOP
 
by MinAg, develops and ;ep, vi s cchlru 
 - programs on a national, cooperative,

and member level. Hio- provdes- techn:ical or:entation to tile CREDICOOP suaff,

and he serves as a re.;ource, peLs0n t ImProv ing aricultural practices in
 
response to needs iintcovertedI 
 b )eldC0'0:''s t statf. As a inAg supervising
extension agent, he can :!aIe clo,;e cordisiat on betu-een the HfnAg (SFAG)
extension agent:; and nearby cooperative per;onnl and nmeberrship. He i
directly re.-ponsible tor tritnl the cooperativw*' ow'n field a';istants, 
whose duties include advi: :n the co.pe rat ive:;' r2ucmbers on co:splet inF their 
agricultural investment pian,; and loan applications. Actively participating
in CREDICOOP'. planning and evaluation functions, this technician serves as 
a
 
valuable link between HinAg and CREPDCOOP. As a result the two institutions
 
have a greater understanding of each other's efforts and 
experience improved
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His work in the field with both
coordination between the two programs. 

cooperatives and their members also provides CREDICOOP an additional dimension
 

of independent feedback on program effectiveness.
 

c) Management Technical Assiotanco
 

CREDICOOP recognizes effective cooperative management as the
 

critical "survival objective" of the cooperative system. To that end it has
 

developed a multifaceted delivery system for cooperative managtoent technical
 

assistance. Field consultants conduct workshops with cooperative leaders at
 

the cooperative site on a continual basis. Regional and national inter-co­
operative seminars are held throughout the year. Each mc-mber cooperative's
 

balance sheet, profit and loss statement, delinquency index, and growth
 

statistics are analyzed monthly by senior CREDICOOP personnel and by a
 

National Development Bank liaison officer attached to CREDICOOP. The audit­

ing department of CREDICOOP performs periodic audits on all cooperatives of
 

over a certain minimum asset level and conducts seminars for cooperative
 

supervisory committees. Accounting technicians teach bookkeeping and
 

reconstruct records when the need arises.
 

The performance of each member cooperative is evaluated formally 

twice a year, using a two phase methodology. The CREDICOOP field vorker 

conducts a joint, on-site evaluation with the leadership of each cooperative. 

Subsequently, the field worker presents these results plus his oun ansessment 
to a session of the entire CREDICOOP technical tenm. The coopcrative'a needs 

and problem areas are defined and prioritized by the teem, resulting in a 

proposed technical assistance work plan. If the cooperative agrees, CREDIOGOP 

then moves to implement the plan with the particular cooperative's leadership. 

Cooperative management technical assistance is generally
 

concentrated in the following areas:
 

1) delinquency control
 
2) credit analysis
 
3) records system 
4) administrative policies
 
5) credit policy control
 

6) accounting
 
7) collection procedures
 
8) budgetary control
 
9) growth forecasting 

10) member education and promotion
 
11) risk managm;ent
 
12) crop marketing
 
13) internal control
 
14) management by objectivea 
15) capital development
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d) Marketing
 

CREDICOOP's marketing service to its member cooperatives is
 
based on a system of contracts, financing, and advisory services; it purposely
 
excludes taking physical possession of produce. This policy enables the co­
operatives and CREDICOOP to perform those funccions best suited to each.
 
The cooperative, familiar with its locality, provides storage space and
 
safeguards the product until it is picked up by the purchaser. Both of
 
these functions can be performed more efficiently by the cooperative.
 
Improper safeguarding of the product can lead to undue "shrinknge" losses.
 

A combinzition of "shrinkage" and bad ranagement caused USAID/ 
Paraguay to withdraw assistance from UNIPACO, the cooperative marketing 
organization mentioned in subsection 1I.A.5. UNIPACO, whAich had operated 
successfully as a representative for a number of cooperatives, decided to
 
change its operation and take posses.,ion of the product. It did so bvt was 
unable to control the situation. The resulting Los; left it in such poor 
financial situation that A.I.D. support had to be terTninated. Such losses 
are much less likely to occur when the product is trans:ferred directly from 
seller to buyer -.s in the CREDICOOP system1. 

Che policy pursued by CRE!)COOP enables it to take full 
advantage of its administrative and legal capabilities and to mininize its 
need for facilities. CREDI COOP represents the cooperatives in neg,,otiating 

sales contracts; It aso drafts the contracts and keeps '.n cons;tant com­
munication with market prices and buyers. Cotton tor e:,:amlle, pre:;ents an 

opportunity for CREPDCOOP to negoti ate a n; 1geexport cont ract coveri g 
the total production of the cooperative:i and t aking Uul adva ntpage of price 
bonuses for Volimue, I['athe ca se of iovheans , the iIe necei­'),Iat rret 

sitates closing :a,,s t ;-,daily ha.,1; as the coopevat iw:v ta!!. dclivev trom 

their members. ';inc. farmurs aro reluctant to turn thoir c:ops In u1nless 

ht-, pzREPc!their cooperative!; : , a fir: c,, CC -?'e; t:;r ;y is to keep
 

the cooperatives ,.n- ,:,d on cur:ent, ti-m bids and Ito clo Il," ;ithout
wa: 
venturing into price :;pectiLatlol.
 

lket '.i}'t cot en '11 ,r nrc h'aset'd In volumesuppl1ls !such a; 

and financed for th,. cooperative:,. Operating cap t ! -"o- ti.e cooperatives' 
maretiny, expenses, .c Iud ag per onnel, ,to:-ape at:.-t e.;, and capital 
advances to farme -,; trops are turned over, are for thfe :r-o.,t part financed 
by CREDICOOL'. Farmer:; receive a more timely ;e o" their crop sales 
via CREDICOOP'.s fUnanc;ng resources and via Tanag=ent theCREIUCfx.P') of 

global sales contract!;.
 

A, siuch as possible, Influence ,s brought to bear on what in 
grown by adjustments n CREDICOP's; financing policy for rarketing. For 
example, the diff icult to market "CICA 4" rice is no longer being tnnced, 
whereas buyers are lined up to hedge risks for reco=-ended new crops such 
as different corn varieties to improve marketability.
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CREDICOOP's field consultants ane management seminars give

detailed instruction to the cooperatives on pLnMng, implementing, and 
controlling the member-to-cooperative and cooperativo-to-buyor mnrketing
 
system. Oporating capital, personnel, supplio, and storage facilitieo
 
are studiod and progra=ned to each cooperative's volume forecast per crop.

Potential crop handling problcmo such as humidity and insect infestation
 
are reviaucd as well as weigh-in and classification control. The coopera­
tives are instructed on accounting procedures for their rzrketing syotm and 
on the necessary documents for meeting govern ant ecport regulations, 

e) Farm Implcments and Inputs 

CREDICOOP purchases, finances, and distributes farp implements

and inputs, facilitated by cooperative planning and coordination. Memibers

submit orders to their cooperativoa, urhich in turn submit the total mcrbership 
requevt to CREDICOOP. The global order is then negotiated, taking advantage
of volume and CREDICOOP's financial standing. Itcm0 purchascd include: 

1) Anirnl-drawn implcments, such as No. 10 & 12 plows,
cultivators, planter-fertilizer spreaders, oceders, jab planters, and disk
 
and spike harrovers.
 

2) Manual implements, such as sprayers, machetes, rakes, 
and powersaws. 

3) Powered implements, such ab tractors with planter­
fertilizer spreaders, grain harvesters, threshors, grain and forage choppers,

and tractor mounted sprayers.
 

4) inputs _jch as insecticiden, fungicides, fertilizers, 
seed, herbicides, and bags for seed cotton and grain. 

The financing\ follows the previously described CREDIODOP-to­
cooperative and cooperative-to-farmer nc Tber channel. 

Based on the lnital .,nironnental .xa.1nation, a threshold
 
decision recommending a .oeqative deterrinJatior was approved on August 25,
 
1977.
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B. Social Analysis 

1. The Target Group
 

Because of the goal of the overall program of iurreasing the

productivity and inco~c of small Paraguayan farmers, the grant project has and
will continue to have as 
its focus the small farmer and rural cooperatives.

As mentioned in Section II.B.8.(b) above, loans froa cooperatives are inherently
 
unattractive to large scale farmera.
 

Rural target group identification in Paraguay iust be =de
 
within the uhole unique, agroeconocmc context of the country. Paraguayan

agriculture is distinctive and atypical of agricultural practicca elo cwhere
 
in Latin America. Paraguayan agriculture it uncozzaon in that most of its
farming population has small holdings (unJer tvwnty hectares) upon which
extensive field crops are cultivated in an intensive manner, i.e., 
with large

inputs of human and animal energy. Corn, c-tton, and soyboann are three of
 
the four principal crops groun throughout Paraguay (the other being ::anioc),

and they are all field crop; v'hich norm-ally yield highest profits when
 
cultivated in an extensive manner. 
Heverthele.ti, the 24,740 Paraguayan

farmers 1/, having acce:u; to r-n 
 average of 9.35 hectares each, pcrst in
using labor intensive tecliniques co wrest a z.ager lve 1 lhood frczn the 
cultivation of the afor(=entioned crop:. Economic retr.: to sr.zaIl1 farmers 
in Paraguay rcmain low, generally below the $291 per ,-,dita incc=e (1977
prices 2/) specified by A.I.D., becau;e -z:-all farm p.-t.,uctivity is low. GOP 
programs to upgrade the technological and capital gtm:ratin% capabilitiea of 
small farms meet ith limited succeis bLcau.;e the progress, are too rnaLl and 
are generally poorly financed. 

The typical Paraguayan eral farmer rc zins caught in a
precarious econoiic situation. Ve najority do not have full o,',,,rship of
the land they farm. They are entirely at the mercy of the internntioanl
market, and the priccr, of their cash crops (principally soy, corn, and cotton)
fluctuate trcmendously because of rapidly changing sUpply and dczand. In 
many ways all farmers in Paraguay reacz.ble thc medieval farmars of Western 
Europe. That is, most s:mall farmers use (a) fixed-mouldboard ploughO and
high-ridged open fields, (b) a ccplex systc- of crop rotation, and (c) oxen­
haulage, Family labor is the key to the effective interaction of these
 

I/ Data from 1976 Small Farmer Sector Survey 
/ Figure calculated to equate $150 in 1969 prices.
 

http:Heverthele.ti
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various economic inputs. The small farmer must keep his farm harmoniously
balanced with proper inputs of cash outlay, labor, animal power, and other
 
factors in order to survive. For that reason the farmer remains in a high

risk situation, unable to make adequate adjustments to ever-changing world
 
market conditions. That risk is especially high for the particular crops

produced in Paraguay.
 

The 	risky situation in which Paraguayan farmers work causes
 
them to remain within the poor majority target group. The following criteria
 
sunmnarize the principal characteristics used by USAID/Paraguay to distinguish
 
poor from nonpoor farm families in Paraguay: average annual income per

household (net-farm and off-farm income including on-farm constrimption) of 
less than $1,746 1/, low access to potable water, electricity, and other
 
services, high infant mortality (figure is 84.2 deaths under 1 year per 1000 
births for all of Paraguay, and estimated to be wll over 100 for the rural 
target group), high birth rate (over 40 per 1000), and limited access to
 
transportation. Farm families in the target group normally have access to
 

20 hectares land or
less than 	 of (uhether owned, rented, otherwise obtained). 

The principal question addressed in this social soundne, s 
analysis is whether the CREDICOOI' project in indeed reaching the rural target 
group described above. To detenine this, USAID undertook threo studies of 
cooperative membership, to establish per capita income and other character­
istics of cooperative members. Tuo of the studies generated new.j data.
 
Statistical 
methodologies used were relatively simple and straightforward, 
as Tables I and 2 indicate. UlSAID made the selection of particular coopera­
tives and particular members for study on i: purely arbitrary and/or random 
basis. In o~ie study, USAD personnel reviewed 1,482 recent or current 
CREDICOOP loan records for 13 different rural cooperatives; in the other,

USAID made aA in-depth study of the m-nber.hips of tv.%, ccoperatives), 1-1
 
Barrerefla Ltda. and Itacurubl Ltda.2/ For the third study, USAIED analyzed
recently generated data troms the 1976 Small arrer Survey. Those data are 
summarized in Tables 3 and 4. Table 3 provides a profile of typical G7rall 
farmers in Eastern Paraguay wlo are not cooperative members. Table 4 ccr-parer
data collected about thos. who are cooperative mn.bers, althoui;h not neces­
sarily of CREDICOOP cooperative,, with data of nonm=.bern in the ncme 
geographic locales. It is reasonable to a:.tume that data collected for the 
whole cooperative iroup are generally applicable to CREDICOOP mcbers 
because the latter make up a substantial share of the country's total
 
cooperative membership. 

1/ 	$291 per capita .ncome times aix persons per household. 7he $291
 
figure Is in 1977 prices, reflecting per capita incorme in 1969 prices

of $150.
 

2/ 	 These tw-o cooperatives are thought to be representative of cooperatives
in the minifundia zone of the country, a belt encom-passing all but tiw 
of the rural cooperatives (see map. Anne: II). The other tuna have almost 
exclusively colonist members, whose income characteristics are thought

generally to resemble farmers in the minifundia zone (see Section III.A.).
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All 	three studies clearly indicate that CREDICOOP has suc­
ceeded in reaching the rural poor majority target group. Table 1 indicates
 
the per capita incomes of members in two cooperatives (based on analysis of
 
cooperative loan records for 1977):
 

TABLE 1
 

Cooperative 	 La Barrerefla Ltda. Itacurub Ltda.
 

Families surveyed 45 54
 
Persons per average family 5.66 6.20
 

Unadjusted groas per capita income $141.79 $240.19
 
1/ Less: per capita farm expenses 21.26 36.02
 

Net per capita income subtotal 120.53 204.17
 
2/ Plus: on-farm consumption 48.20 81.66
 

Total adjusted per capita net income $168.73 $285.83
 

I/ 	Net expenses are calculated on the same basis as used it. the Small Farmer 

Sector Assessment, that it;ac 15.227' of total farm gross income. The 
percentage is low because Paraguayan tnriners make few technological or 

cash inputs. Family labor if; not counted In these tatistics; if it 

were, per capita incore would lie even loIer. 

2/ 	 On-farm consumptIton i!;calcuIated on the ria-me basis as used in the Small 

Farmer Sector AsseSs;.'ment, that I; at 34.427. of total farm grotss Income. 

The dara in Tabie I clt-arly d-.monstrat- that mo:st of the sirspled 

members of the surveyed co operative; tal l wtthin the tari:et group eligible for 

Cikew:,;e, L! ofnt.these 

confirm that they hav little or nt, acc-:: to utility -iervices. or good 

transportation and that. they e,,cnkral ly c a vate only a "-:iI 'm-ountof land. 

The average amount of land cultivat,.d 'k-r Ca'h crop:; ,nccord'.Ing to lonl­

records) in the It acurubi coopernt,\ . on ly 4,.25 h,.ct.nre; aand the average 

amount cultivated in ia ,arrerefa is ,o 'v 3.9.", hctnre-.. Approx:imately four 

C79 ie ; cope rat ivef; 	 group: 

A.I.D. assistance. 	 ec t a,,eJu!, o ,'5atple m mbers 

of the fail iln the two do not r'et the target 

criteria and at least one o, themn ".raduated" out of the 7roup after receiving 

assistance from the cooptrat~ve s te., o' our wearr. -ihe data in Table 2 

confirm that tihlrau~h r the cooperative swvstfm. thc farr>r; .erved are .ali. 

Of 1,482 borrower fae, s;urveyed in 13 rural cooperat ives, the :vera.e 

credit received for all use- combined (input!q, .mpiementn, animnls, etc.) was 

only $263. Of the 12 cooperatives; financing crop production, the average 

amount of land on which cash crop production was financed was only 2.6 

hectares and 22.57. ot the far.ers owned none of the land they cultivated. 

Table., 3 and 4, in addition to providing a useful profile of 

the Paraguayan farmer by size strata, dezonstrat,- that there are no significant 
differences between member and nonmember farm families in such measurements as
 



TABLE 2 

STATISTICS ABOUT LOANS MADE BY RURAL COOPERATIVES 

Randomly selected for 1976-77 and 1977-78 crop yea,ra 

Name of 

Cooperative 


Acahay Ltda. 

Caru=--In Ltda. 

Coronecl Bogado LtdU. 

Junn E. O'Leary Ltd. 

Corcncl Oviedo Ltda. 

La Barrcrc-na Ltda. 


La Roocan Ltda. 

Pro=ci6n Ltdn. 

San Ju3n Eautista Ltda. 

Santant Ltda. 


San Pedro dn Ycu.,-

Mamdyyr, Ltda, 


Ypanr Ltda. 

Yuty Ltdn. 


i"D%L AVE.-AC E 

l/ ultivationo aeiaft 

2/ 	 Loan for 4 raplcz-nts 
fr= final average. 

11o. of 

Lans 


Surveyed 


32 

211 

298 


15 

91 

54 


100 

92 


125 


109 


24 

30 


301 


1,482 


vhich Iorn= 

Average Value 

of 


Loans 


$214 


607 

190 


44 

195 

386 


183 

238 

19i 


136 


410 

211 

239 


$268 


borrowed. 

only, no ccrea o involved. 


Avercge Number of
 

Siz-e Borrowers Owning
 
Cultivated l/ No land
 

- 2/ 	 3
 
6.9 	 27
 
0.5 	 64
 
2.2 	 0
 
2.0 	 6
 
3.0 	 11
 

2.8 
 20
 
2.5 	 U
 
3.9 	 48
 
1.4 	 46
 

2.5 	 3
 
3.2 	 26
 
1.7 	 69
 

2.6 	 334
 

These farmers are excluded
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TABLE 3
 

Noa-Ceop Members 

SHALL FARMER SURVEY, 1976 

frofile of the Producer & Family, 

(Farmers in Eastern Paraguay with 
Size in hectares 0-4.9 hs.1 

Strata or Group No. 1 
82,714 

Total producers 	 (40.4%) 

Total fem. producers 19,032 

Total male producers 63,682 

Average age producers 91 

Aver. age fern. producers .',LK.t2 

Aver. age male producer; .. 

Aver. No. people per farm 4 

Over 64 

No. of fern. 2 	 :. . 

No. of male 1 ... 

Children W
 
Less than 12 r:;. { 2.-


Aver. No. year- schooLing 
fern. prducer,-: i. 49 

Aver. No. year, csr.' . , 
male producer.:. 2.99 

Schooling total prducer.; -"69 

Aver. size farm In has. 
2 .Ili6.83 


Aver. value of fa$ 
 676.. 


1/ 204,740 Total Producers
 

DATA 

Per Strata-'/ 

50 ha. or less) 
5919 hs. 10-20.9 h s. 21-50.9 hs. 

2 3 4
 
35,042 71,997 14,987
 

(12.12) 	 (35.17%) (7.32%) 

3,370 4,622 1,043 

31,672 67,375 13,944
 

5.3{ 45.10 48.97
 

. 51.70 1 )O 
 -J' 

., 6..L ... 65 

-j 

. 2 . 

i..,. 

7 

3.22 .D0 

I1. 9 2.47 2.22 

2.76 2.74 3.04 

2.72 99 

.83 	 { 514 .251 ! 8
 

1,672. 2,333. 
 5,100.
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TABLE 4 

Small Farmer Survey - Eastern Paraguay 1975/76 
Profile of Producers and their Families in 6 
Districts with Cooperatives. * 

Farm, Producer and Family Land Size Strata 

chara teristi s 00-4. ha. 5-9. 9 ha. 10-20. 9 ha. 21-50.9 ha.I
___-M, N. M: h I__ .: _- . M .. . M. 

Total Producers Interviewed 18 17 27 31 45 59 48 37 

Female Producers 1 3 1 3 4 1 2 

Male Producers 17 114' 26 28 41 . - . . _j ! 58 46 37 

Average Age Producers 46 56 ,18 49 18 -49 46 52 

Average Age Female 61Producers 50 66 65 54 5 

Average Age Male Producers' 46 58 47 48 47 9 5 52 

D 6.18 5. 80 5. 7 4. 97 5. 67 6 56 7. 7 ,,. 

Average 01of people/farm (17) (15) (27) (30; (431 (57) :44) (P; 

P 2.00 1. 00 1.40 1.00 1.50 1.00 1.' 1 0' 
Over 64 (2) (1)_. 5) H(4) (,) (') 

NN Females 12-6- 2.19(16) 2.15(131 11.,4-.sO(2. U) -I 1. h,(40) 2.555" ( ' 

E Males 12-64 2.10(10) 2.00O(0) 1.7 ,. 1i1; .1030) 2.."4_1(34) 1 " ... 

T 3.00 3.0 3 01 . 2" 3.13 3. 11 3 7 . 21 
S Children under 1, (15) (11) (23) (1) (31) (44. .; .>1 

Average Year,, Schooling9 5. b9 3. 4' 2i 3.Of, 4 5' 4 ; 4 .: :~ 

A v e r a g e Y e a r s o~ o . 3 50 (.'S h o l in k'( 1 4 2 ' 
Female Producer.04 

Average Years Schooling 6.06 3 50. 3. 34 3.04 4. 59 4.17 4. 54 3.81 

Male Producer 

Average Size of Farm ht;. 3. 15 2.70 6.673 ,.33 1 l.1.7.45 32.53 31. 54 

Average Value of Farar and 21 8-0 12 34 37 147 17 V,7,03- 1,0rm1 1 3iffl ?47 

Average Value of Fa rm anT,d
Ampvegentalue 5a130l d 634 955 1795 1132 58771 8329 14,862 20,59Q 

Amproveritnts (ro 1). : . 
Average Di.- ance from Rd. 0. 23 0, 05 0.18 0.27 0.06 0.08 0.00 0.20

-k -.. *,km. ,* 

Based on a replicatioti of the AID/CPES Survey of 19721 {73 in Loretto Itacurubr de 
la Cordiller:. Cor:nel Oviedo, Villarrica, Pto. Stroes'sner, San Jos. A sub­
sample of 297 iarmers (145 members and 152 non-members)sclected from 1000 in 
the AID/CPES survey. M - member N. M. n non member 

http:Producer.04


" J 
 " !' ...-5 :". '.ai ":." : '' " / /"a
 4. ' 


:.: ::age. of: famly: head, numbner of family members, -years, of.schoig avrg
_:..... _,size of-farm,-.and.-vaiueo£.m=.Ti ndc:e'~ht C 
..• ::.. are!indeed .isf..ing ,typ caii mal I fr::m families,. and!thus ca' e~c i 
...' •as valid vehicles .through,which.toi establish a p rog ra oi dressng_ 

cosrans which afec -smll far'a~fii "'-''omo. ron the~k' 

.~~~ I ,, 1 , -I-. P ,'-1 

Small Farmer "Survey were not ,available, atAqe " q n8 " ' •:: ' ............. 

It should be pointed out that ,though the principal,target 

consist ox£ owners .orworker's , n%1xs' L,.04'usrt ~ ,tann hdlcarpent ,,shoemaking), omeraIoor.vcriibiiAn, 
(ehg., aam supply stores ora teac ers, minor civil servants, far e 
laborers, and professionals. Tanyof these people also produce somecrops 
A person,may work in a store and also ,farm loe,,or dthreehectar Par, tme 

plot of land frith • garden and several dar:€ts, (CM.ICWPnr ly,countsas "flers only heads of households whod te lurltim toa gr icu ltu re .) 

Ateacher working two shi t ea 4,.0(1728,.mnhteacher working one shift earns half •aI,f e ch'inu, is'able,tom .,frke athrJob. 
Virtu7ly all other nonrmer members ear'n',,le -aa :tm Jthis.1 Regu arly-ployed 

orkers earn about $70 a month. Far=, res:pAr'Jee Coo..perative,-managerstaveconsistentlyhold AID.perdout hat tho thcoemprncprg e d
winner of'nonfarm member families, averages no greater' thain i ,6 a month 
Assuming hat the 012,000 average monthly income is correct, 'thttotal 
family income is one-third greater, and that there are 5 1/2 pisons per 
nonfarm samily,average yearly per capita incoms would be $267.0, below 
the $291 targe group limit. 

4, 

To confi rm this, USAID surveyed 118 nonfarme mber parilies at 
La Barrerena cooperative and 48 at Itacurubl. These towns were believed tobe representayive of theofo ends of the income spectrim, the tow wcere .a 

Barrerefta is located (Eusebio Ayala) having some well developed agroindustry,whereas the town where tacurub is located (Itacurub de IsCordillera) has 
a more primitive economy. The per capita incomeb from the survey turned outto be $242.48 and $171.90 respectively. These rural nonfarm members, wholy 
receive benefits 0romtheir rural cooperatives in the foCof boh productive 
and constinty told a nper considered secondary benericiparies of 
the project. 

i 

CREDICOOP also has 13 affiliated urban cooperatives Ivith 5,536
members. The distinction betw~een rural and urban cooperatives is n tentirelyclearcu, since a number of urban cooperatives are located in small com­
munities and have members not unlike many of those in rural cooperatives. TheIdifference lies in that every rural cooperative gives agricultural loan, ha 
a field assistant, and ig committed to serve directly the mall farmer,
whereas the urban cooperatives normally do not give agricultural production 
loans. s wel, a-oi. t- _i 
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The Small Farmer Development Program generally does not touch
 
the members of the urban cooperatives. A.I.D. loan funds are made available
 
only to the rural cooperatives. Grant funds are also restricted to CREDIOOP
 
activities which involve the rural cooperatives. Nevertheless, since these
 
members receive some indirect benefits from the project (through general
 
A.I.D. support to CREDICOOP) and on occasion direct benefits (such as the
 
fish project discussed below), they need mention an a distant third group
 
of beneficiaries.
 

Seven of the urban cooperatives are in Aaunci6n. Tvo of these 
are composed of professionals and one of teachers. The other four are located 
in working class neighborhoods, and most of their mcmibers fall into the income 
range of the target group. Of the nix cooperatives located in the interior 
of the country, tw.o, with 509 mczbers, are compoced of teachers, v.hose ircomes 
place them on the border of the target group depending on f=,xily size and 
other sources of inccme. The other four cooperatives have a rE:lberchip of 
2,247 not unlike the nonfarmer members of the rural cooperatives. Three are 
located in tonmri with feuer than 5,000 inhabitants. Their rscbers are L.orkers 
in agroindustry, public czzployees, teachers, small businesspeople, and the 
like. The fourth is located in Pilar (population 12,500), Paraguay'o textile 
center, located 382 kilometers from Aruncifn in the couthvaat corner of the 
country. Most of the 1,663 rz=bers are low paid textile vorkers, but ,:z=bers 
also include fishermen and so-ze farmers. A high proportion of the t.:=bceru of 
these four cooperatives have inccze charactericti'- hich would place th:ez in 
the target group, as do at least half of the total urban =::-,bership. 

In su.._1ry, the primary target group, receiving the great 
majority of the direct project benefita, fits alcnost in its entirety into
 
the USAID-defined sector target group, uhich conforms with A.I.D. target 
group eligibility criteria. The secondary target group, receiving the rest 
of the direct benefits, also fits ala\ost in its entirety into the A.I.D. 
eligible group. Th11e terciary group, receiving a -. all amaunt of indirect 
benefits, has perhaps a sm-all majority of its amacbernhtp in the A.I.D. 
eligible group.
 

2. Benefits to Target Group 

By providing the nece.sary support to CREDICOOP until such time 
as self-generated incocie is greater than operating costs, the project will 
enable the following direct benefits to reach the target group: 

a. Credit. Sm-all farmers generally deal with informal lenders 
who charge a rate of interest averaging 527.. The true rate of interest from 
the cooperatives, allowing for all com-.issions and co=penrating balances, 
averages approximately 24.. Cooperative mcszbero can also borrow at these
 
rates for other productive ventures or for perconal type expenoes.
 

b. Marketing Services. CREDICOOP's mj;rketing progrxn provides 
direct benefits to the small farmer. Approximately six percent higher prices
 
can be obtained when crops are marketed in volume. Furthermore, CREDICOOP
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can Iobtain an dditioneal u	 " e . d Iucts F&.kAet$ *p ihii lr R 
aoredubyhoxnaddition,; exported .prp 

ides
caiitake -idvantage oa, the" orae xpro IlmS o d 

exebtion AW',rfive percant. -' 

a, t er
malt farmersi throughout araguay, and it"i 

lidited coverage of 
mall farmer. Cooperative.

that such:bai stance uld racs tnygivena 
the MinAg, arehgreements betweenbCREDICOOP and

however, because, of Teei 	 iit-prsen intePtrgmemberi, d.~ Sin.Z 	 no method 
I 	 addition,, each farmer, is visited

covered extension 	 MiA servie'm,by the £ 'ic5*I e. ookThe,gexen iCoehnc alpurountrysjd T Asisancm 	 nof his cooperative. When technology-assistpytregularlynby the field 
not gnrally

volvesuse of pieces of equipmint, (e.g9oprayers)
sintroduced po 

such equipment on credit 
available pinthe area the cooperative provides 
at anattractive price.
 

There is no method at-present in theParaguyan
d, Savings. 

to work Ate CREDICOOP .system,
countryside to capture savinageand put them 

beg to offefrahare capital,bs 
in addition to capturing savings through 

rural cooertives.accounts at approimtely half the 
interest bearing savings -in AsuncnM (ab6uta
These pay rates of interestasuhigh as thoseavailable 

begun to apply a monetary rdjustr~t factor to both 
97.). CREDICOOP has 

and credit, which will partially protect both themember seavings
savings 	 ascase 

major concern in Paraguay.
and his capital invested in the cooperative 	 in inflation bcw 

a 
a. 	Other Income Producing Opportunities. C EDihOP makes 

to their 
special effort to assist the neediest cooperative members increase 

they arn the IOr 
incomes through iprovment of the conditions uder which 

filies in oue cooperative
For exple, several poor farmerlivelihoods. and shawl,einthrough the production of ponchos

earn part of their ioco" 	 at onlysold their sumer production to middlemen
the past, the families 

cover itsCRIeICsOP has found that it can 
one-half the normal winter price. 
 It sells the
 
marketing expenses paying the higher winter 

priceyear around. 


stores and through other cooprativesu, whose members
 ponchos and shawl* to 


benefit because they pay less than normal 
retail prices.
 

involves the urban cooperative in ilr,

Another example 

These people had no freezing
are 18 vaera. fishermansmallwhere there 

r at a bargaining disadvantage. fish were 
facilities and therefore w*e 	 to road closure 
shipped unfrozen to Asunct6n with the risk of total loss due 

with CREICOOPTo solve the problem, the cooperativie,or high temperatures. a freezer facilitythe fisher* built,technical assixtance, financed, and 
fish and can store the fish during periods

which can freeze 1,500 kilos of 
fish to restaurants, ruper­

when the road in closed. CRECDIOP sells the 
to ship the fish,Special insulated bags reusedmarkets, and other buyers. 

to open burlap bags used by other shippers. During the first 
in contrast for $15,460.
three months of this activity, 13,480-kilos'of fish were marketed 

receives enough ,to pay
The fishermen receive wore- for the, fish., CUDICO? 

to mrtize the
for 

its marketing expenses,.and the. cooperative, receives enough 
cost of the freezer. 

X 
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f. Attacking Other Constraints. CREDIUQOP, as part of its 
commitment to serving the small farmer, is actively seeking ways to solve 
the various constraints which impede the farmers' production and earnings.
 
For example, in addition to lack of production credit, mrrketing services,
 
and technical assistance, land is a traditional constraint to production.
 
L~andn Paraguay is plentiful compared with most countries and there is
 
little difficulty in one's obtaining access to some. But land with clear
 
title is a different matter. It is estimated that less than half of Para­
guay's small farmers have clear title to their land. The rest rent, share­
crop, are squatters, have provisional titles to colony land, or have some
 
similar arrangement. This is 6n jbvious corstraint to development as there
 
is no incentive to make permanent improvements on unoimed land. CREDICOOP
 
is almost ready to launch a pilot program to finance land with clear title
 
for the smallest farmers.
 

Another example of a way in which CREDICOOP is serving 
its small farmer clients is the family cow project. Some of the fmiallest 
farm famities have no cow. Viien they do, the cow i:; usually of poor breed 
and in poor condition. There is al:;o a deumand for a family cow r.oag poor 

townspersons. Under the project, a family gets a loan for an iuproved breed 
of cow and gets technical advice and services of an i:::proved bull or of 
artificial insemination. The family can pay off the loan with the :ale of 

the calves and has the benefit oi a regular, lov-cos.t ;tu'ply of mi I.. The 
project is in its pilot phase and lio fa-milie1 ; 'n two coope :-aL w: are. 

partici pat ing. 

g. 1ob OpportUnit it,!,.C.REDT COOP and the C,opert ve (=aploy 

over 100 people full-time. In the rural cooperative!; there are always at 

least three employees: a manager, a !:ecretary, and a field a nin tant. 1n 
almost all cases these are local people. They receiv(Ye considerabl e training 
from CREDICOOP. !n addition, they ga n local pr e.t ige and, th-outy;h the pre.n, 
national recognition. Al so, eplo>'ees at CREDI('OO-)I' are u:;ua lly drawn 'rorm 
the cooperative mvenlent. 

11. :-.(ucatLion and ?:pe eac e. .l.in.,, :i (ri:tbc cooperativea 
provides a n:b at. nag bcne fits ror the ta nwct 1;,:no -,pmber Through 
CREDI COOP'.s ducat ion proru , he learn.; the theory of ccoperat ivi!;=". By 
being active in the, copertlye he hce:res; e:Xpoed, p "n-haps for the f: rst 
time, to the pr inc :plc; of accounting; and adiinl.strat oa. He is able to be 
a direct participant in .i number of important deci.'son's hich directly'. affect 
him. Through various,,: ol h! s cooperative' ; act ivit.e:,, he learn the value of 
coordinating and coge :rat ing,, with others. By borroi;in, and Eavin in his 

cooperative, he learnsv; how to s-ony in heu,;e re sponaibly. :short, beccmes 
much better equipped to palri ci pa.te in hisi developing, locietv. 

E:perience dem:ontrates; that the project fits within the 

sociocultural context of Paraguay. The use of cooperatives as a developmental 

institution coincides with local values and beliefs. Fifty years of suc­
cessful experience of the Mennonite cooperatives In Paraguay and the strong 
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cooperative movement in Argentina have given Paraguayans a favorable attitude
 
toward cooperatives. A number of cooperatives including credit unions
 
existed in Paraguay before the initiation of the A.I.D. project, making the
 
formation of CREDICOOP considerably easier than might otherwise have been
 
the case. Most of CREDICOO'1s rural cooperatives have had to adopt a policy
 
of limiting growth, generally promoting new members only in defined areas,
 
which spread in a controlled fashion each year.
 

Because CREDICOOP is competing with and replaci ng money 
lenders and buyers of agricultural products, one might expect a negative 
reaction to the project from those who expctrience or fear displacement. This 
has not happened. Most money lenders in rural Paraguay are ,tnl1businessmen 
who usually have about 60% of their capital in cmiall faner agricultural loans 
and the remiinder in their storesq a; inventory and credit. These businessmen 
appear to welcome CREDI COOP',: entry into agricultural production crudit. 
because their capital i , free for investmcnt in the operation of their :;tore,i, 
where it yield, a i igher return. A; for buyers of a;:ricultural products, 
agricultural production in Paraguay isa incr ea ;ing at a rat-e :;tuff c ent to 
p.ovide P'icquate busiriess for all, includfng CRt'.!DICOW)'. Puver!; !t;,ill have as 
much business _heir and can hand Ic.as arirtdotlct.capital 

......rOn,!/p.t, .. , I at ionulp ry ed a ca:nt rThje pat . r abs ii hetrt)'([,t[ e 

exists in P'araguzaa,. L ic cooper.'tI VC and t Tr'uft a 7.nI"! t , c iIn1'; coI I t in 
of townspeople, bcco Te L eta:,;: a ,ast: 5' pat ron, i c in .; aney lend.erl and 
buyers of agricuitural :, tlnct:;. i'l,.ii ,:crenc:e,; a-c th:t *he n,-;z iAt _16n 
provides him sic\ivic(-, wehicl. at h ert.:;' w .!id beyond i:; teach rela­e ile 


tionship With hi.; lew; jatr(,n I,:, at invoiv," con:;ciot.'; ita'i n I
he-
is able to participate in de.ci lon; perti .eni to Ii . :.";ith the opening of a 
dialogue betwteen t '¢na;per!c) :a :::.ue throuh cooporativt., e;W',n; and t: t:he each nT 
to have a greater rarand 1ndei; a:. thei' th ,' ' ; t'i t:! c p a, and 
potentialsn, Ba; cd an CR-P,![COOi'! c'* C:te ; !.;1 :'i' : torIClc and '' ,'c,;t'u tci 
date, chese interact. ons and chan:te,; : r,.at ua-ah it,;, .rccecading 
in a pos tLive way w:th no r7.(.e; a t ' c c C t, ta e ',r a:-! 

There has been caea;h 1cii!;ile:aurban 
and the rural cooperatives. r'rba n coopcratie - : ' '-' ted r-t:ra1 
cooperatives to provide adz. : r.t t''t stance c.:ac cccprat ye 

prov.ding lccc.ers amembers are thei a-tri ,m sa rt,::: for the 
family cow project. An urbani c, ,, ",;'. fxc,.r, : n dtv Ient C.iE.DIC( p 
$7, 700 to be ii ad spec ificac' a u;t, n.op . factI .'oz 1, 1t'ta> c 1a-01) , T 
that CREDICCX'P ha:, urban coope:atv''a' t'i ate; he p,; to i'vel (ut it', progra 
over the year. 1.iew Sese,t , - ncn, ri-al coperat ive.; have nonfarmer 
members helps to maintain a pe rrt-ann! c:.:atence and to keep thv:n functioning 
during slack pt t.:ods n ail r cl t , 

The project hfis had a noticeable positive Impact on the role 

of women in oevelopment in Paraguay, with women assuming positions of leader­
ship heretofore rarely achieved. -No1 of CREDICOOP'" five directors and b,,2h 
of its alternate directors arc ',zin. The president of CREDICOOP Is a waraan
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who 	originally joined a rural credit cooperative when she was a school
 

teacher in a small town. She remained active in the cooperative movement 
even after being elected a senator and moving to Asunci6n. Six of CREDICOOP's 
full-time staff of 24 are women, including a top professional who is one of 

the field uorkcrs (reoponsible for nine cooperatives) nn well an being in 

charge of CREDICOOP's insurance program. At the cooperative level, nine co­

operatives are or have been managed by women, and vomen are or have been 

presidents of eight. 

A final social benefit of the project is the spread effect
 
noted in the Smallto nonmembers. That farmers learn from other farmers is 

Farmer Subsector Assessment and has been dc:.onstrated by USAID's Rural Pon­
not 	only in theformal Education Project. Spread effects should occur 


introduction of improved tecLhnology, but in the establislr~ent of groups as
 

a vehicle to solve cormunity problems. 

In summary, the project provides substantial direct 

benefits to the target group. Given the outputs of the project to date and 

those projected for the future, it can be stated that the project directly 

and predominately benefics the target group, i.hich itself consists of the 

most needy in the interior of the country where the poorest Paraguayans live. 

C. Financial Analvsis an lan 

1. 	 Financial Analvsis of CREI)ICOOP 

Tle fundanrental oblectivc of this financial analysis is to sub­

that will no assistancestantiate the projection CREDICtX)P need financial 


after mid-1981. CREDICOOP's net operating profit/loss over the years is
 

projected as follows: 

Revenues Epenses Operating Profit
 

r96.5)
Actual CY 1974 	 4.7 101.2 
15.6 109.5 (93.9)
Actual '1 1975 


(125.9)
Actual CY 1976 22.2 148.1 


Actual PY ending 6/30/77 I/ 74.: 179.0 (10+.l)
 

ending, 6/30/78 1.;2. 212.3 (70.3)
Projected PY 
.


Projected PY ending, 6/30/79 25. 252.c (.16.3)
 

Projected PY ending o/30/80 . -;. i 305.9 (11.8)
 
Projected PY ending 6/30/81 371.4 329.6 40.6
 

1/ 	 CREDICOOP has begun to rRke ite financtal prt',ctions on i July to June 

project year (PY) basis to correspond w~re accurately wiO' ,he P-zraguayan 
' 


crop year. It is considering swttchtis formally to the r< '"sisthis 

year. 
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Table 5 gives a breakdown of CREDICOOP's budget by category
 
on an actual basis from January 1974 through June 1977 and on a projected
 
basis through June 1981.
 

The following subections discuss various elements which bear
 
on CREDICOOP's changing financial status over time. The discussion also
 
covers these same elements for individual cooperatives which must become
 
financially strong for the project to succeed.
 

a. Interest Rates
 

CREDICOOP charges member cooperatives an annual interest 
rate of 10% and a commission of one-half of one percent. CREDICOOP through 
the life of this project will pay interest of two percent ard a commnission 
of one percent on the $3 million A.l.D. loan fonds, The spread, 7 1/2 
percent, constitutes the main source of CREDJCOOP's income. This spread 
should be producing sufficient revenues by 1981 to cover operating costs, 

Each member cooperative charges a scated annual rate of 
interest. The stated rate differs from coopu'rative to cooperative, varying 
from a low of 14 to a high of 18. (The effective annual rate of interest, 
taking into account share capital needed to obtain the loan, average about 
247.) The cooperativeL receiving A.Ai. loan funds at the 10 1/2Z annual 
cost mentioned above are left with spreads varying from 3 1/2 to 7 1/2'L. 
CREDICOOP encourages each cooperative to charge an interest rate that is 
adequate to produce sufficient funds to pay eperating expenses and to build 
up reserves compatible with its lending volume. 

b. Delinquency Policy 

CRE.iCOOP lends to member cooperatives which have an ac­
ceptable collection record. This generally means that a cooperative must 
be collecting 907. of its loans. This rate is computed bv dividin, the 
total value of Icans with delinquent pawyment:s by the value of the total 
loans made during a crop cycle, which provides an app:ox<imat e recup.ration 
rate. Loans which are delinquent for p:oven, legitimate reasons receive 
special consideration when a cooperative's collection r.cord in being­
evaluated. 

CRE)ICOOP' uses two other ratios to evaluate the status of 

its loan portfolio: the : and ard U.S. delinquency rate and a recupo.ration 

rate. The standard rate (total value of loans with del inquent payments 
divided by total loans outstanding) is used with caution, taking into 
consideration that its applicabilty s limited by the normal cyclical 
fluctuations in agricultural lending. The recuperation rate (ratio of loan 
payments received to loan payments due) has proven to be a useful tool when 
applied to specific crop cycles. CREDICOOP's recuperation ratio reported 
in June 1977 showed that 99 of the payments due had been paid. This Is an 
indicator of the effective, pragmatic collection policy CREDICOOP has developed. 



TABLE 5 

CREDICOOP ACTUAL AND PROJECTED INCOME: 31 DEC 74-30 JUNE 1981 

REVENUES GENERATED 


Annual Dues 


Audit and Education Services 


Interest from Loans 


Interest on Deposits 

Other Income 


Total 


OPERATING EXPENSES
 

interest Expense (AID) 


Interest Expense (Other) 

Bad Debts 

Personnel/Operating Costs .(b) 

Total Operating Expenses 

Profit and Loss 

Note: Projections change to 


(LIS$) 

ACTUAL 12 mos. , ACTUAL vs. PROECTEI, 

Dec Dec Dec June June 
1974 1975 1976 1977 1978 

3,949 4,456 5,03811 7,919 7,000 12,728 

ii 
728 2,359 3,64111 3,906 4,400 5,000 

- 2,910 5,1501 41,009 43,750 121,950 

- 5,884 8,3921 3333 240 2,299 
16,799(l 

4,677 15,609 22,22111 74,866 58,390 141,977 


- - 8,302( 5,000 43,950 

- 1,784 4,9941 13,705 4,190 ­

- - - 5,000 14,650 

101,225 107,739 143,1141 157,024 154,700 153,67011! 

101,225 109,523 118,108H 179,031 168,8 |212,270 


(96,5 4S) (9 ,91i 0 (125,187,j! (104.165) (110,500) (70,293) 

;Period 

ESTIMTED 12 Mos.
 

June June June 
1979 1980 1981 

15,277 18,4.24 22,407 

5,600 6,200 6,800 

179,007 262,766 341,233 

5,807 6,717 (2) 

205,691 294,107 370,440 

63,000 90,000 90,000
 

(4) 	 - - 22,865 

20,000 30,000. 35,300 

169,037 185,941 204,535
 

252,037 305,941 329,835
 

(46,346) (11,834) 40,605 

of A.I.D. Funding 

pro ect '-:r hasi; because C.2)DCccoP a to change from calendar year to better
 

reflect the agricultural cyc i , . 
(1) $16,799 is for interest charges on accoints recei'.ables and is considered to be a nonrecurring revenue.
 
(2) No interest on debositsbecause all funds are used as loans, 
(3) interest .ay be subject to further reductic- per procedure outlined by Marino J. Marin, Controller's Office. 

See Annex VI for assu~n-tions underlv.nc the financial projeztions. 
(4) Use of AID loan as now peritted will elismina.e an" sicnificant interest payment to others. 
(5) 7b includes $15,000 for special education program. 
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The first cooperatives organized were encouraged to lend
 
members ten times the total value of share capital deposits. The lender,
 
the NDB, which was under pressure to channel mcre funds to small farmers,
 
supplied the cooperatives with about as much credit as they wanted. The net
 
result was a serious delinquency problem in practically every one of these
 
cooperatives.
 

To complicate matters, these new cooperatives were not
 
even aware of their delinquency problems. The measure of delinquency taught
 
to their managers, value of payments overdue divided by value of total loans
 
made, hid the magnitude of the problem. It did not take into account at an
 
early moment that the entire loan, not just the payment due, could end up
 
being delinquent. The magnitude of the delinquency was uncovered by the new
 
credit advisor who arrived in 1974. The suspected root cause of the problem
 
was the excessive leverage recommended in the original Credit Unions Project
 
design.
 

The cooperatives, encoure.ged by CREDICOOP, have put 
increasing emphasis on collecting loans. In 1974 CREDICOOP introduced the
 
following measures: (i) no member coopc 'ative can receive production loans
 
greater than three times its share cap-ital; (2) delinquency calculation must
 
take into account the total loan, not just the portion that is in arrears;
 
(3) legal collection procedures will be enforced, using la~zyers contracted 
through CREDICOO'; (4) a simplif~ed delinquency report format will be used, 
to stimulate the recording and ceporting of delinquent accounts to CREDICOOP 
and (5) coordination betw-een the National Development Bank and CREDIcM.OP will 
take place to improve the quality of loans being made. In late 1975, market­
ing also became a key instrument in loan collections. The.';e measure:;, While 
not eliminating all of the delinquency problems incurred prior to 1974, have 
shown positive result,;. Of the 13 cooperatives cut off froal credit in 1974 
when the delinquency problem wa:; uncovered, seven have resumed norm..i borrow­
ing operations. No new" cooperatives have fallen into a delinquency sqit.uation 
warranting n cut off. 

c. Bad Debt Poi icies 

CREI)iCOOP, at the end of each fiscal year, allocate:; an 
amount equal to 17, of th- highest monthly loan balance recorded durine, the 
year into a special rc;erve for bad debts. At present this reserve fund 
has some 140,000, or :;omewhat over eight percent of lending volume. 'ith 
the rapid g;rowth in lending volume expected over the next tw,'o years as the 
A.I.1). loan di:;burses, the reser e, though continually growing in absolute 
amounts, will diminish in percent of lending levels before it begin3 to 
grow again. In order to build the reserve up toward an ideal level of 20. 
(which is the Level the U.S. credit union system generally maintains when 
there is no share insurance), tWo measures will be undertaken. First, 
CREDICOOP, which has at past annual meetings reco,=ended to its mem-bers that 
no dividends b. paid, will continue to make this recomendation as long as 
A.I.D. budget support funds are being received under this project. Secondly,
 
USAID has agreed that should CREDICOOP do better in its current account than
 

http:CREDIcM.OP
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the projections anticipate, A.I.D. will still pay to CREDICOOP the agreed
 
upon amounts of budget support from this project over each of the next three
 
years. The differences between revenues, including the grant funds, and
 
expenses would be used to build up the bad debt reserve. In order to
 
protect A.I.D. donated money from being used as dividends, the Board of
 
Directors of CREDICOOP will covenant in the project agreement not to reduce
 
the 	bad debt reserve below the level existing at the end of this project
 
for 	any reason other than actual. charges for bad loans until the outstanding
 
balance of the A.I.D. loan is equal to the reserve.
 

The cooperatives, like CREDICOOP, also build up reserves to
 
cover losses by allocating one percent of the highest monthly loan balance to
 
bad debts reserves. I/ Another measure to prepare cooperatives to pay
 
potential losses is CREDICOOP's recommendation that bad loans be written-off
 
quicker. The quicker write-off has the effect of retaining some funds that
 
otherwise would be paid out in dividends. 

d. 	 Term of Loans 

CREDICGOP is aware of the problems that can result from 
making long and medium term loans with short term cpital. (This problem 
does exist in a few cooperatives that use short ter:v bank loans to make longer 
term loans to their members.) CREDICOOP's technical assistance to Its member 
cooperatives, including consultants, accounting advisors, insurance advisors, 
and auditors, is designed to educate cooperative management regarding this 
potential problem. 

e. 	Inflation
 

CREDICOOP' s projection of revenues and expenses shown above 
was made in 1976 during a period of relative price stability. ThLe official 
index of consumption prices rose by 6.47. during 1975 and 4.57. during 1976. 
This same inde-: rose by 6.67. during the first half of 1977, equivalent to an 
annual rate o 13.67-,. The principa1 cause was an unpr _kdented, A77. ea:pansion 
in the money supply during the first six months, of the year, caused by a 
large balance of parnents surplus. 

i'araguay has been rcraarkably successful in coribatting 
inflation, and was succcs;ful in controlling the impact of world-wide inflation 
resulting from the petroleun crisis, in the past 12 years, only two years had 
double digit inflation (1973 at 12.8' and 1974 at 25.27). Eight of the years 
had inflation of 5.0' or below. Consequently there is good reason co believe 
that the Central Bank will take timely measures to check inflation should 
the rate of the first half of 1977 continue. Indeed, in July the money 
supply showed a smnll decline, and the cost of living declined 1.27, in the 
two mr,,,_hs of July and August. 

1/ 	It should be noted that Paraguayan law does not contemplate bad debt
 
reserves for cooperatives. This concept was introduced by CREDICOOP.
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To protect the real value of its own and its members'
 

capital from inflation, CREDICOOP recently adopted a limited monetary
 

loans, share capital, and savings.
correction feature to be applied to 


CREDICOOP uses the formula of the local Savings and Loan System, to calculate
 

adjustments and will increase outstanding loans by one, three, and eight
 

percent respectively when the index.moves up by five, 10, and 15 percent.
 

is to be allocated to CREDICOOP's various elements of
The increased revenue 

capital.
 

As to CREDICOOP's current account, the projections allow
 
inflation and
for a compound rate of increase of 7.6% per year to allow for 


a limited growth in staff. If inflation should bring about a greater increase
 

raise income to avoid incurring
in costs, CREDICOOP would have to find a way to 


larger deficits than projected. The management of CREDICOOP has assured USAIB
 

that it would recorcnend that its Board take necessary measures to increase
 

income, including raising the rate of inteiest, if necessary to prevent
 

annual deficit from being larger than those projected.
 

f. Marketing income 

CREDICOOP performs the following services in marketing the
 

crops of members of afflliatd cooperatives:
 

(1) Admini utration: CRE)ICOOP negotiate:; salci contracts,
 

collects funds due the cooperatives, and make:; logi.qtical arrangements.
 

(2) Crdit: CUE:)I1COOP advances; fund.; to cooprativs:; for 

sone (TCEP 


receivable from export firr';.
 
crops being purchased 1rom menber';. In case.; PlC(', :s.sunes accounts 

(3) Bags: CEEr!MDCO i purcha!;e:; ia:;i o:uant : ty and ,;ells
 

them to cooperatives at low price:;.
 

(4) echnical ,.tance: (iI.)lCO{i prC, vide:; advice to 

cooperatives on storage, testing, dry;ing, and fur-igating. 

the of chargingCREDICOYP cover; cost th,'e ;urvices; by a 

fee on the quantity of crop.; :,old. . hough the is low enough to enable the 

farmers to get a higher :not,'' return for their crop, than by marketing 
CREDICOOPthrough other channel.;, it i; h enough to rmore than cover co;t:,. 


uses marketing r-evene,-.; in . :-.cc,:3S of co:,t a to purcho ;c fac;iit:eI and equip-


LO n. in i: :i aderquba tely' and expand itf, marCtinng Ser2vice:; to
ment required 

small farme-;, 'rhes,: inve:;trs:ents are anticipated to total $335,000 from
 

June, 1977, through June, 1980. To date projection:s of .arketing volumne
 

have been achieved K'1.9 million in the year ending .une, 1977). Volume is
 

expected to reach 87.0 million during the year ending .June, 1981.
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g. Other Income 

Some 847. of CREDICOOP's other projected income is interest 
income generated from relending the $3 million A.I.D. loan and its own capital
 
funds. (Other funds lent under the Small Farmer Development Program go from 
the NDB directly to the cooperatives. Though CREDICOOP is instrumental in 
arranging such credit and in determining which cooperatives should or should
 
not receive credit, it receives no return from these loans.) Much of
 
CREDICOOP's income, therefore, depends on the timely disbursement of the
 
A.I.D. loan. The income projections are based on a conservative estimate of
 
disbursements, with the final disbursement in December, 1980. Actual disburse­

ments have occured faster than contemplated, and it seems likely that the loan
 
will be disbursed on or before schedule without compromising sound lending
 
practices.
 

h. Operating Expens -s
 

CREDICOOP's operating expenses, other than interest expenses,
 
have been projected as rising 10% per year on a noncompounded basis, or 7.6% 
on a compounded basis. As discussed earlier, this is considered adequate to 
compensate for inflation and the modest expansion of staff conteinplated. 
CREDICOOP is aware of the options required should it fall to keep e-penses as 
projected: increase its effective interest rates, reduce its services, decapi­
talize itself, or a combination of the above. USAID concludes, however, that 
with the support from this project, CREDICOOP should be able by 1981 to gener­
ate income in excess of its costs.
 

i. Member Cooperatives 

As of this writing, income and expense figures for 25 of the 

26 rural cooperatives are available for the year ending June 30, 1977 (or in 
some cases, the latest fiscal year ending on an earlier date). These cooper­
atives had operatlng income of $256,310 and operating expenses of $239,135. 
Projected amount.: had bet.n :189,710 and $261,811 respectively. Though the 
actual results s'ow a gain instead of a projected loss, it should be noted 
that certain mmnber cooperatives did not include expected w-rite offs on old 
bad loans, which will have to be abt;orbed sooner or later. Had those been 
taken this year as expected, results would have been closer to projected fig­
ures, i.e., les;s favorable. 

'11 operating expenses of the rural mrzmber cooperatives have 
been projected as rising five percent Fer year on a noncompounded basis. This 
projected increase in operating expenses is considered reasonable because, 
unlike CREDICOOP, the rural member cooperatives have approximately 400 unpaid 
volunteers who organize and direct cooperative activities. If inflation 
becomes a major factor, the cooperatives will have to Increase interest rates 

and implement the monetary readjustment policy of CREDICOOP1. 

The capacity to generate revenues greater than expenses, a 
prerequisite for a successful cooperative, is mainly a function of the amount 
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of share capital the cooperative can secure, the cooperative's lending volume,
 

and the interest rate it charges. In general, the cooperatives are securing
 

more share capital, lending more money and charging an average rate of interest
 

one point higher than projected. Therefore, CREDICOOP is confident that the
 

rural member cooperatives can write off the bad loans reaining from the pre­

1974 period (see Subsection b. above) and still generate a profit of $55,500
 

by June, 1980.
 

A ca.se history of a successful cooperative is presented i.
 

the chart on the next page. Thi; cooperative is considered typical of the 20 

healthy cooperatives borrowing funds from CREDICOOP. (The other si-: are still 

from the pre-1974 period. CREDICOOP issuffering from seriou.; d,1i nquency 
working with them on collection and other reforms, but 1:3 not and will not 

lend to thc-m for crop production until they show sustained progress Jn col­

lecting delinquent lonri :,lyment". ;.ven cooperatives have already graduated 

from the "problm" to the "healthy' category,) 

2. iro2l c i n;n ia!, Pl an 

Tlhe torsii tnancing Ot imated to carry out the project is shown
 

in the following table:
 

Surnarv Cost Estimate and Financial Plan
 

(us$000)
 

A.I.D. (REDIGOP Total
 

Fx. Lc. " t . Lc. 

246 - 26 25 271Contracting Services 
Marketing Fac:lities & Equip. 50 85 135 194 329 

CREDICOOP Operating Kxp. - 74:. 

26 26 52 25 77
Training 

Cont ingency 21 . '.. , 

rota 1 14 282 625 , 

b, pro Iect year is asi fol L0-',A.1. D. financing, on an acc rued expend ture basis 

broken into foreign e.:change and local currency financing. (The figures differ 

from those of the faceshect, wh ch is on an obli-.a',on basin by A.T.D. fi:;cai, 

year.) 

,'Y 1978 ' i97'i Y 1980
 

Fx. Lc. Fx. Lc. Fx. L.c.
 

Contracting Services 56 - 135 - 55 
50 35 -Markecing Facilities & Equip. 35 15 


CREICOOP Operating Exp. - 71 - 46 
 12 



CREDIT UNION BREAKEVEN CASE HISTORY 

San Juan Bautista Ltda. (US$) 

Yr. 
Ended 

Number 
Members 

Total 
Loans 
$ $ 

Ag 
Loans 

Share Total Loans 
Capital Income Income 

$ $ $ 

Market Market. 
Income Expen.

$ * $ 

Total 
Salaries 

$ 

Finan. 
Cost 
$ 

Rent 
$ 

Vehicles 
for Field Asst. 

$ 

Profit 
or Loss 

$ 

5/73 87 - - 1,000 127 - - - - -

74 130 6,056 4,135 3,905 508 175 - - 302 79 32 124 (159) 

75 220 42,532 36,968 14,190 1,516 1,516 - - 1,524 714 79 171 (1,968) 

76 257 52,103 31,500 26,270 9,031 6,341 1,857 1,056 1,254 2,412 i1 219 1,753 

77 363 108,444 74,174 45,556 18,683 10,183 8,500 5,365 1,294 4,397 174 290 5,913 

* All income in excess of expenses for marketing was returned to the small farmer 

mcnbers. A facilities program as explained in this PP will use about one half 
of such funds generated until needs are met. This should produce a stronger, 
longer term benefit to members. 
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Training 11 11 8 7 7 8
 
Contingency 7 14 3 11
_18 JA 


Total 109 149 169 102 65 31 

lotal by Year 258 271 96
 

The direct contribution of CREDICOOP and the cooperatives to the Project is
 
as follows, by project year on an accrued expenditure basis (in US$000).
 

PY 78 PY 79 PY 80
 

Contracting Services 10 10 5
 
Marketing Facilities & Equip. 40 58 96
 
CREDICOOP Operating Exp. 132 196 289
 

Training 8 8 9
 

Total 19% 272 399 

As indicated in Section lI.B.5. above, the counterpart is that share of the 

entire locally financed cost of $5,537,000 of the Smalt Farmer Development 
Program used to support directly the project activities. This counterpart is 

$80i,000, or 6,T of the cost of the project Inputs. 

The foilowing subsections detail the four categories of inputs
 

to be funded:
 

a, Cont racting' .ervice - $226,090 in A.. . fund:s is to etend 

the services of two specialis;ts frcom the Credit Union National Asncciation 

(CUNA) whd4o are currently advising CRPDICOOP. One specialit concentrates on 
advising CREDIOXIP on over-all financial and policy issues; the other works 
more directly with the rural cooperatives and with proi;rz:,,s related to them. 
Both are financed tnder .Y 1977 obl I gat ion: through , ,rch,078. The 226,000 
will enable one to be financed through iune, 179, ,And the other through 
December, 19 79 'The e'*r'< Q ', :n; ,.... fundsi; i. l i:nace outsid' 

p, ;" t d "t at
 

that time. "l , 'e ,(d*,.h o: countt-rpart t h e'ti ... t.d C.t.. I COOP'S
 
operating funds used to support the consultin; service,.
 

consul tants to performi an en.&2 1' ,.c t ion, . value 

b. ,arket n> i iaci eu%'and Equilp;mtent - 46, 00 in A.I .D. for­

eign exchange iurid; -il be used to purchase grain ,und.other crop drying and 
handling ecu;pment. Theyv il he placed at regional collection points to 

serve smal] larmser cope.rative .e,,ber,. Thi equipment will be ov,,ned and 

managed by . tho:sand "n l.,D currencyCREDICOOF ig hty-five dollar:, A oca1 


funds will be u:ed to finance crr storage facilitie-s for rural cooperatives
 

to provide services to sanl scale fa.er:;. The funds ,i 1 be lent by
 

CREDICOOP to its me::ber cooperatives fEret a perr.anent rotati ng fund that vi~1
 
be used continuallv to improve and e:.:pand the marketing facilities of present
 

and future rural cooperatives. Twenty-five thousand dollars in counterpart
 
funds will be provided by member cooperatives. It will be used to purchase
 
equipment for transporting and handling crops. The remaining $169,000 of
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counterpart will come from CREDICOOP's marketing operations. It will be used
 
to develop the regional collection centers, including structures for the
 
temporary storage of crops and equipment to handle crops. In accordance with
 
its policies discussed earlier, CREDICOOP will not normally take title to the
 
crops stored, which will remain in the name of the cooperative or purchaser
 
under a lease arrangement. (See Annex VII for Marketing Budget.)
 

c. CREDICOOP Operating Expenses - $128,000 in A.!.D. local
 
currency funds will be used to provide budget support to CREDICOOP. A.I.D.
 
funds, in effect, will cover the entirlnted operating deficits over the three
 
project years. The following schedule delineates A.I.D. and CREDICOOP's
 
estimated share of the operating expenses. Counterpart is calculated as
 

CREDICOOP's share of its expenses over those three years.
 

CREDICOOP's Operating Expenses 
(US$000) 

PY 78 PY 	79 PY 80 ?Y 81 

A.I.D. Financed 	 12 0 
CREDICOOP 	- regular expenses 1/ 2 :.i' 330 

- contracting services 2/ 10 10 5 0 

Total .U2 	 i3i
 

1/ Includes trainint eTpenses but exclude.s contracting 
services. 

2/ Estimated amount of CREDI1(TMV's dir,-ct support of 

consulting services. 

d. 	 Tratin_'- ,(, n A.1.0. !eritn ,Oxcimn.in funds will be, 

used for out oi ctintrv part i c pa:It t. :'.in,' a:; rCCVred by CtC,,EDI CfO~ and 

member cooperatives. Twenty :: uand dollar:; in A.'.D. local currency
 

funds will be u,:;cd to finance a ('"EDI(XO1 progrLr tor training the dircctor
 

and staff of m,mbe rural coope:ativc:. A,; countertart, the cooperative:;
 

: e ! 	 and an-:hid oxt pen:;e'; forwill be :spendi ng :ippro: t:,.ly: I .5, , in actual 


training, particularly for t rain 1 1neCJ be-brs and for attendlg courses
 

(excluding uhat it. pay:. in ca! h to C1WE)ICOOP, to avo:d double counting).
 

CREDICOOP',- contribnt ion to the traitiing progrart in included in its overall
 

operating expenses,. ,:.: : lni.;
 

D. 	 Economic Ana I:: 

There are 	 three important econeric issues concerning this project: 

1) 	that CREDICOOP becoz.ie a strong institution no longer dependent on grant 
assistance by June 30, 1981; 

2) 	that CREDICOOP assistance be provided on a cost effective basis; and
 

* CREDICOOP's training plan ava:labie in USAID/Paraquay and L%/DR's files. 

http:becoz.ie
http:Oxcimn.in


- 59 ­

3) 	that the operations of CREDICOOP serve significantly to increase the
 
income, output, and employment of small farm members.
 

The first issue was already addressed in the Financial Analysis
 
Section. As to cost effectiveness, one must examine separately each of the
 
major activities of CREDICOOP - credit, marketing, and technical assistance,
 
each designed to address a major constraint to small farmer development in
 
Paraguay.
 

Cooperative loans cost the farmer borrower 24% per annum on the 
average (in interest, commissions, and compensating balances), while the cost 
of borrowing from a commercial dealer or from private sources is approximately 
52% per annum; and the supply of such credit is limited. Coinercial bank 
credit is rarely available to small farmers at any price. The NDB ccmmittee 

program provides loans at a lower annual cost (147. plus some additional fees), 

but 	 such credit is subsidized by the government and serves only about 1,000 
small farmers. Those charges are lower primarily because NM1 does not 
require a compensating balance as C.REi C01P doe:;, so the relative cost ef­

fectiveness of the two institutions is difficu t to co:spare. C'AH al.so 
charges less than CREDICOOP', but since (U-\is heavily Subsid: 'ed by ttic 
government, the co st elfCIt ven S; of the prog rams are not comparable. USAID 

believes that reali stic, nonsub:,idi -v.d ratos are a Lous t ior a success ful long­

term program rachin ,s ignificant nu:bers of s::mall :aers. 

M.rever, CICOOP's requirnrin compvnnat tni'. balances to obtain
 

loans hlas resulted in an aip:ecia ble :ncrase in sa.all favi:or savin:; in the
 

form of share capital. P !, :;avin.' in CK:!)1 COOl' amounted to 'in
 

June 1977, and CRED- (WTI.' ,ntimatcs that they will al.,ot double by 1981.
 

There are fcw bank",fi,' in t he country:;ide whre farmners caTi 1a1intai n 

savings deposit*s, nor w odCDie.istnce of such branches automatically
 

result i a '.rl',.,:; savin:s account s. No crvcdi itnstitution ocher than
 

CREDICOO' hi A ''vnt .L". ti.late frmrcr saving:;. Consequently IMAMP
 
believes Chat C i' ' : dive lopn: an inportant capital ,alret 'With its
 

program to SLM: 1,,, ",:li ",'l:.
 

L Z :!. :cal ,:;:i:"Lxance :s anot her :alor const:i'nt CR"l)IC001P 

is address;in;. WA.G has a'1- : ar., et:esiion ad'visor; to serve an et1­

mated 189,50 :;:a i :a. :-r,or one for ever'. I,6,T farmers, a very ow ratio. 
CREDICrk)P has 26 para-tchn:c :ld,..:;or;, the field assistant:;, for it:; 26 
rural cooperatt:'.'cS 	 :n'.'v 5)U.t thi :; one,,. mpii,'-,:.: ,', farmern; consEl tute:; 

advisor for ive ry .('i iCX',? also use; ;UA; extens ion agents
 
in certain r;:o'ip , the technical assistance provided with
At:v. shos 


Loans by CREDiCOO? apcar:; to be greater than that generaliv available to
 

other farmers.
 

i nally, markt:ung is considered to be a constraint for smal1 farmers. 

As is sho,%ri below, farmers obtain 9.5"1 more for products they market through 
CREDICOOP. Furthernore, farmers pay 18% less for supplies imported through 

CREDICOOP. Thus from the viewpoint of the cooperative member, CREDICOOP is 
highly cost effective with respect to its marketing activities. 
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The third economic issue is 	wjhether the operations of CREDICOOP
 
This is
serve significantly to increase the income of small farm members. 


necessary if the project/program/sector goal is to be met.
 

Income and production data are not available at this writing from
 

the Small Farm Sample Survey recently completed in Paraguay. If they were,
 

it would be useful to compare the income and output of cooperative members
 

versus nonmembers, particularly in comparison with baseline data gathered in
 

1973 and presented in the Small Farmer Development Loan Capital Assistance
 

Paper. Such data might serve as a basis for projections of future trends.
 

Nonetheless, data are available concerning the substantial economic benefits
 

CREDICOOP iA expected to provide its membership in the coming years. At
 

least three of these benefits can be analyzed quantitatively.
 

In the area of purchases of 	 imported agricultural equipment (e.g., 
are e-pected to be imported thissprayers, power saws), some 	 807 items 

from $55 to $2,750 and totalling $98,802. 1/project year, ranging in cost 

taking into
Assuming that some 500 families will purchase these items, and 


prices offered by a cooperative compared with a com­account (1) the lower 

mercial dealer, avera,.ing 12.97 , excluding consideration of impar*t duti es,
 

saving:; averaging eight percent resulti ng from e:oneration from
(2) the 
import duties when items are imported by CREDICOOIP, and (3) the difference in 

cost of credit for 11 months betwcen .!4'." and 52", the avwragr; f mily wil I 

realize savinp,; of '. 96.62 on t ,.purcha';e:;, equiVatenL Co about eil'h t percent 

of its total yearly incone. And cii:; iS quite apart :ro: any inc:,a:e in 

to r'om Of 	 the new equip:ment.income which 	 may I e a,;;umed e :a;:t th e U o; 

Savin ,:; per fanilv 'ro. !over price . 

Savings per family from tax ,..:e.,ption 

Savings per tamily ol cre-dit cos;t $55.33 

Total averae fai I avings ,96.63 

Savings from imported eou ipment and supplies purchased over the following
 

tour years are projected as follows (US$000):
 

Imported Ag. Price, Tax interest Total 

Supplies and Benefit Exemption Savings - Savings 

Implements 10. 2/ 8% Considered 
as part
 
of total 23
77/78 131 13 	 10 


16 savings 36
78/79 200 	 20 
30 24 on loans 5479/80 	 300 

400 40 32 - see 7280/81 

103 82 below 	 185 

1/ 	 individual itcins of greater value were not included on the ground that
 

they probably would not be bought by small farmers.
 

2/ 	 It assumed for the projection that the average benefit will be
 

slightly less than in the actual case cited above.
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Savings to the farmer from the lower effective cost of agricultural credit
 

will also be substential (US$000):
 

Amount Cooperative Commercial Savings
 

Borrowed Effective Rate and Informal (Loan life
 

24% Credit Rate 11 mos.)
 

52% 287.
 

77/78 2,000 	 513
 
770
78/79 3,000 


1,155
79/80 4,500 

80/81 7,000 1.797
 

Total 16,500 1/ 	 4,235
 

l/ 	Total amount loaned to farmers by CREDICOOP. This is a cumulative
 

figure and is based on capital resources amounting to an estimated
 

$5.2 million, distributed as follows: A.I.D. loan, $3.0 million; 

member savings in form of share capital, $1.6 million; other capital 

resources, 600, )OU. 

1.arketi ng provides three i-cadily quanti i able benefit;: vo lurze 

bonuses averaging .' x percent, qua I i ty bonuses ,avera in , one percent, and 

tax relief benefit on t.xports avraging five percent of ex:ported crops, 

which are about half the amount marketed. These are on top of the farmers' 

market price at the moment of sale.receiving a competit ve 

(US$000) 

Value Value Vo Iume QuaI i:y Mi nimirn 

of Crops of Crops Price Bonus Export Total 

Produced Marketed Benefit Benefit Tax Benefits 
Relief
 
Benefit
 

67. 17. 2.57. 9.517 

77/78 4,000 $ 1,400 84 14 35 [3 

78/79 6,000 2,300 L38 23 57 218 

79/80 9,000 4,100 246 41 103 390 

80/81 14,000 7,000 420 70 175 665 

Total 33,000 S 14,800 888 148 370 1,406 

Over the coming four year.,, the direct bcnefits to farmers from 

these three phases of the CREDICOOI program will be over S5.8 millian: 

Benefits from imported et, ilpment purchases 5 185,000 
Benefits from credit costs 4,235,000
 

Benefits from marketin, 1,406,000
 

$ 5,826,000
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By June 1981 there are expected to be $14,460farmer members, growing from
 

4,378 at present and 6,500 in June 1978 (see Section II.B.3.). If all
 

benefits were spread equally among all farmer members, taking into aczount
 

membership numbers each year, each will have received benefits of $142.81
 

per year, or about 10% of average family income over the period. These
 

direct benefits, attributable solely to cooperative membership, provide
 

convincing substantiation of the economic return to the small farmer of the
 
If increases
CREDICOOP program, of which the project is an integral part. 


in production and productivity, more difficult to quantify, were included,
 
the total economic benefits would be even more impressive.
 

A recent OECD study I/ concludes that: "A new agricultural
 

structure designed to improve the well beirg of the majority of agricultural
 

households should probably include cooperatives. Not only can production co­

operatives allow small holders to benefit from any possible economies of
 

large scale production, they can also facilitate cooperative marketing and
 

borrowing.... Apart from reducing the cost of both functions, cooperatives
 

should be able to reduce the risk of lending to small holders, to obviate
 

small holders' dependence on agents and money lenders for their credit and,
 

in genera!, to achieve greater bargaining power on behalf of each small 

holder than he has as anl individual producer," 

Much of the previous discussion about benefits illustrates that 

Paraguayan farmers who are members of' CREDICOOP receive the same type of 

advantages as are discussed in the OECD study. USA!D lacks the historical 

information on production and income necessary to project these variables in 

a typical cost-benefit s;tudy to show the value of the project to the Paraguayan 
economy. in the absencL Of ,;uch infonrmation, UN.\ID has don a study relating 

total project costs (inc]udinug the operating costs of CREDI C(OP and interest 
on tota I cap i ta I restturce:s) to the di rect benef it!; or the project to the 

target group of small farmer coopciative meimiber!; dur-.ng; t.e proi-ct period 

(See TabLe 5) . gomo of the.s,e benc it,; rtepresent trans Ier pavnt.,07 1re'the 

public sector, aid thuf; do not ne.os; ';a r ;v reprent hnefit; to the ecconomy 
Other.;, re l(er: Ll ,Co: u;i001s () Calo l . i, -Ind nancz, .:!o '' e nt 

real gains to Lh( ,.conomy. The di rect beie fit; to the Larter ii thac orm of 

lower costs ,;iou'd leld tO an increasec in net intome and eventual ly to an 

increase ini ovc;tont and output. 17he net resul t or the analys is in 

Table 5 is to bjhOua bonefit-co.st ratio of 1.05 and an internal rate of 
return of 37. ior the four year prcect 11 0. 

T'hw lack oL hist"ocical data on ,iai farm income, output, and ciploy­

ment mzakes, it di mcuit: to prject the probable effects of the USAID loan and 
grant on th: d0 lopm:,nt of the economy. Nevertheless the cooperative syntem 

that has developed in recent years; represents a structural change with 

profound implication; tor fiture development. ".ost me.nbers will be able to 

obtain formal production credit for tlie first time; they will be able to get 

credit, marketing, and .tupply services at greatly reduced costs,, and many 

members for the fir.It time will have the means to increase their financial savings. 

Yudelman, Butler, and Benerji, Technological Change in Ariculture and
 

Employment in Developing Countries, Development Center, OECD, Paris, 

1971, p. 62. 

http:bonefit-co.st
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An increase in production loans by cooperatives from $1.6 million
 

to $7.0 million is projected (See Section II.B.3.). It can be assumed that
 

this $5.4 million farm investment will give rise to an additional $600,000
 

investment by farmers from their own resources,. If we can assume a c ital
 
output ratio of 2,,5 for Paraguayan agriculture, the $6 million invesaetnt
 
increase will result in a $2,4 million increase in farm output 1. 2.4)/.
 

Although this is conjecture, the estimate does not appear to be 2;5
 

unreasonable. Since ecoperative members export about half their output' the
 

resultant increase in exports would amount to $1.4 million.
 

The employment effect is even more difficult to estimate. Consider­

able underemployment is known to exist among the smaller farmers, those
 
cultivating Iess than five hectares of land. On the other hand, studies of
 
the employment effects of yisid augmenting inputs in India have shown that
 

the resultant increases in employment of labor per hectare were considerable 2/.
 

It can be assumed that the CR"DICOOP loan and this project will increase Ahe 
average area under cultivation by 1.3 hectares in the four years of the
 

project. Since the average size of the area under cultivation of cooperative
 

farmers is ecuimated to be 3.9 hectares 3/, the program will serve to increase
 

the area under cultivation by 330. Assuming a fixed relationship among factor
 
inputs, a proportional increase in cmployment would occur because of more
 

extensive cultivation. We therefore assume that the project will have a
 

significant employment effect. 

Looked at from the viewpoint of angregate demand, if the A.I.1). loan 

could be assumed to have a multiplier effect equivalent to two or three, 4/ 
the ultimate direct growth effect on production could amount to from 56 mil­
lion to $9 million. ("The conditions under which the full m'iltiplier effects 
of an agricultural project as they are typically estimated would constitute 

a real net change in welfare are specific and operationally very limiting."5/) 
Among the considerations that would be of concern is the need for condition,; 
of supply for all factors stimulated to employment by the investment, that
 

are perfectly elastic at prevailing prices. Output botticnecks and lack of
 
factor mobiity are conmon condition:; in developing couistries '.idii mal'("
 

uncertain the real multiplier or secondary effects of investments. As a
 

consequence, the initial increase in demand can be dissipated in rising
 

prices. Because of the failure to con-ider these Kimitilg conditions,
 

I/ 	Mhile there exist no estimates for a capital output ratio in iaraguay, a
 
low ratio for agriculture in the range of 2.0 - 3.( is frequently found
 

in developing countrieL.
 
2/ 	OECD, opE cit. p. 76. On the average farmers adopting new seeds and
 

fertilizers increased their exponditures on labor per hectare by 407,
 
compared no those wio did not (.o so. 

3/ The size for faners having 5-10 hectares available to them according to 
the Small Farmer Subsector Assessment, p. 454 

4/ In 1975 investments constituted 23K and imports 207 of GDP. The marginal 
propensity to consume domestic output must have been less than 0.6. 

5/ J. Price Gittinger, Economic Analysis of Agricultural Prolects, IBRD, 
Johns Hopkins Press, 1971, p. 27. 
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secondary effects of multiplier analysis have been overestimated 
and
 

economists have been reluctant to agree to the inclusion of more than the
 

primary effect of an investment. l/
 

I/ 	Ibid. p. 28.
 

TABLE 5
 

BENEFIT-COST
 
(US$000) 

Incre- 3/ 4/ 

Costs Benefit mental Dis- Dis-

PV 14% 2/ PV 14% Benefits count count _ I/ 


687 603 -244 -188 -174
1978 931 817 

1979 1,228 945 1,051 809 -177 -105 - 90
 

1980 1,445 975 1,637 1,105 192 88 88
 

1981 1,905 1,128 2,588 1,537 683 239 178
 

5,509 3,865 5,963 4,049 454 34 - 16 

Benefit/Cost- 4 9 1.05

3,865
 

= 10 36.8 377Internal Rate of Return 30 + ( 3) = 

I/ 	Costs include CREDICOOP operating expenses, all other project costs, and
 

interest on all loanable funds regardless of source at 14% (assumed to
 

be the opportunity cost of money).
 

2/ 	 Benefits include $5,963,000 in benefits deriving from savings on imports, 

credit, and marketing (as discussed in the text). Also included are
 

$137,000 in net income which results from the assumed capacity of each 

borrower to increase. the area he cultivates by 0.3 hectares a year.
 

3/ 	Present value at 307. 

4/ 	Present value at 40%.
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IV. IMPLEMENTTION ARrMGE1ENfS 

A. Analysis of Project Administration
 

1. Recipient
 

a. Organization
 

(1) CREDICOOP: CREDICOOP's organization chart is shown on
 
the following page (Chart III). The oversight functions are carried out by
 
a volunteer co-anittee reporting to the general membership, a board of
 
directors, a working committee of the board, and two volunteer coziittees
 
reporting to the board. Members of the board of directors are nurcnd by an
 
annual general assembly, composed of representatives of the mimber co­
operatives, each cooperative having one vote. The supervisory coiaittee is 
also named by the general assembly and reports to it. The credit and educa­
tion committees are nominated by the board of directors and voted upon by
 
the general asoeably. T"hey report to the board.
 

(i) Supervisory Committee: The supervisory committee
 
is composed of three p:.rsons, one or two of whom are usually professional ac­
countants. It meets as needed, always at least once a month, to oversee
 
financial op-rations and to review all financial statenents and books. In
 
addition, it certifies that the financial statements presented to the annual 
meeting are correct.
 

(ii) Board of Directors: The board of Directors meets 
monthly for a full day, reviewing financial statements, reports, and other 
data and information, discussing management problems, and setting general 
policy and plans, To handle matters on a more timely basis whenever necessary 
and to provide effective liaison between the management and the board, the 
board has established a permanent ,,orking executive committee composed of two 
members and the General Manager. This cornittee meets once a day at CREDICOOP. 
It makes decision; within limit; a,; delegated by the board, and the two board 
members keep informed as to all problems and issues as they arise so that 
the 'oard can make realistic decisions when it meets;. 

(i li) Credit Cormittee: The Credit Committee consists 
of one board member and cwo nonboard members,;. It meets at least once a month 
and must approve a'i loans from CREDICOOP to member coopcratives of $400 or 
more. Such loans come to the credit corittee only after an analysis by the 
crLdit department with it; recomnendation. 

(Jv) Education Committee: The education comn4ttee 
consists of one board member and three nonboard members. Its function is to 
study and recommend to the board educational policy and to oversee the 
implementation of the educational program. In practice, most of its functions 
have been assigned directly to CREDICOOP's education department by the board. 
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(v) Staff: CREDICOOP has 24 full-time employees who
 
work 44 hours per week; 18 of the employees are professionals. In addition,
 
it has two full-time advisors from MinAg and NDB, nine Peace Corps Volunteers
 
assigned to individual cooperatives, a legal advisor on half-time contract,
 
a cotton buyer on contract during the cotton harvest season, and a fish
 
salesman on commission. All evaluations have noted the high quality of
 
CREDICCOP's staff.
 

CREDICOOP's future personnel growth plans combine
 
its objective of becoming self-sufficient with the need to serve adequately
 
its growing membership. CREDICOOP does not foresee the need to increase
 
its staff concomitant with the growth of its operations because of various
 
efficiencies of scale. (This is a built in incentive for CREDICOOP to
 
continue to promote rural cooperatives and small farmer members after A.I.D.
 
assistance is terminated.) For example, marketing 7,000 tons does not
 
involve seven times the work of marketing 1,000 tons. In fact, the market­
ing of a significant volume can result in the elimination of certain problems 
involved in nmtaketing smaller quantities. As to credit accounting, CREDICOOP 
has purchased a NCR-299 minicomputer which will allow it to control an 
increasing volume of transactions without a significant increase in personnel. 
CREDICOOP now has three field workers, who advise an average of 13 cooperatives 
each. CREDICOOP believes that each field worker could handle up to 20 co­
operatives in the future, particularly as most of the current mIeber coopera­
tives require less field effort. In short, CREDICOOP has a limited plan of
 
staff growth, with the staff probably not exceeding 28-30 by 1980.
 

(2) Member Cooperatives: The structure of the member 
cooperatives is similar to that of CREDICOOP because both are organized 
under the same laws and regulations (see Chart IV). The general assembly of 
members of each cooperative meets once a year to elect a board of directors 
and a supervisory committee. The education and credit committees are ap­
pointed by the board. hliey are all members, who serve voluntarily without pay. 

(i) Board of Directors: The board u suaily consi;ts 
of five members, with two alternates, who normally meet lt least twice a 
month. Its duties include personnel management, policy decision.s, planning 
and evaluation, and acceptance of new members. 

(i;) Supervisory Committee: This comnmittee informs 
the assembly on the status of the cooperative. Its tasks ;nclu(ie verifica­
tion of cash accounts, control of the general ledger. and review of share 
and loan balances. Its observations are generally made on the basis of
 
independent audits.
 

iiii) Credit Committee: This committee mec~t weekly, 
and its main task is to evaluate loan requests. Tiis continues to be the 
most critical part of the operation, and CREDICOOP emphasizes it in its 
training program. It is planned that CREDICOOP's field staff will take a 
more active part in credit committee meetings. 
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CHART IV
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(iv) Education Committee: This committee is
 
responsible for orienting new members and borrowers irn the functions of
 
the cooperative and the responsibilities of the members. Most cooperatives
 
take this committee and its functions seriously.
 

(v) Staffing: Most rural cooperatives are staffed 
with a manager, a field assistant and an office assistant. Bookkeepers are 
also found in larger cooperatives. 

b. Management Capabilities
 

(1) CREDICOOP: USAID is confident that CREDICOOP can
 
achieve the objectives of this project due to the existence of management
 
talent in depth among its employees and board members. CREDICOOP has
 
managed to employ high grade people through utilization of personal recom­
mendations from existing employees and others, combined with the use of both
 
aptitude and ability tests. The use of testing is new to Paraguay and is at
 
times open to question. There is no doubt, however, that the testing and
 
careful selection done by CREDICOOP have enabled it to avoid hiring people
 
who were not qualified to perform jobs in their claimed areas of specializa­
tion. It has also served to prevent hiring a person just because that person 
had been recommended by influential sources. 

USAID's confidence in CREDICOOP's management and
 
administration abilities has been confirmed by analyses made by contract
 
consultant firms. The evaluations performed by GAMCO and by Latin American 
Development Associates, described in Section II.A.5. above, both spoke
 
highly of CREDICOOP's management capabilities. 

(2) Member Cooperatives: in the member cooperatives, 
quality of management is dependent on severa. factors. In general, CRJeDICOOP 
considers it important to have a manager who comes from the comunity in 
which the cooperative is located. This means a more imnnediate acceptancce of 
tht manager by the members and faith in the cooperative by the populace 'n 
general. Also, a local manager has a more exict knowledge of his ovn com­
munity. One draw back, however, is that a cooperative is limitd to select­
ing from among the most qualified people in any given community, i.hile a 
more qualified person may be found in another conmunity. Member cooperatives 
are able to oveL'come this draw back to some extent by us:ing CREDICOOP testing 
to assure that their own locat candidates are sufficiently capable of carry­
ing out good management and administrative practices. As a last resort, 
CREDICOOP is willing to contract managers for its member cooperatives.
 
CREDICOOP, however, encourages local boards to find and contract their own
 
employees.
 

The rural member cooperatives have generally been able 
to obtain a fairly good staff from among local secondary school teachers.
 
Experienced bookkeepers have also been hired where the quantity of loan
 
transactions warrants it. Board members have generally been selected from
 
among the nonfarm membership. Though this practice has some disadvantages
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for rural cooperatives servicing small farmers, on the whole it has enabled
 
the cooperatives to obtain the most qualified persons as board and committee
 
members.
 

Board and committee members, as well as managers and
 
employees, all participate in the CREDICOOP education program. CREDICOOP
 
keeps a data file on all who attend courses and who are otherwise trained,
 
in order to select properly suitable people for future courses and to provide
 
a means of evaluating the results of courses.
 

In conclusion, though the mantgement skills of the
 
rural member cooperatives are still in an early, rudimentary phase, CREDICOOP
 
is assuring that the proper elements are present (e.g., proper selection,
 
training, assistance) so that the cooperatives can fulfill their role in
 
providing the small farmer member with the services needed to overcome his
 
income limiting constraints.
 

2. A.I.D.
 

The proposed project does not require unusual or special
 
procedures on the part of A.I.D. USAID's Capital Development Office will
 
continue to monitor the project as part of the Small Farmer Development
 
Program. USAID's role includes receiving required reports and reviewing
 
for approval all global credit and marketing plans, annual lending limit
 
percentages, and certain other actions, all as spelled out in the Agreement
 
for Loan 027. Financial procedures to be used for the project are as
 
follows:
 

a. Local Currency Disbursements: A.I.1). local currency contri­
butions to the project will be made to CREDICOOP on a reimbursable basis in
 
accordance with the following guidelines:
 

1) Op-ratin& Expenses: A.J.D. will reimburse CREDICOOP for 
those operating expenses ;icceptable to USAII up to the yearly amounts, Fpecifi..fd 
in the financial plan. As explained in Section Il.C.1.c. above, if at the 
end of each project year CREDICOOP's income from sources other than marketing, 
including the A.I.D. contribution, i:; greattr than its overall operating 
expenses, CREDICOOP will increase its prc;vision for bad debts by that amount. 

2) Local Procurement: A.].D. will reimburse CREDICOOP for 
local purchases acceptable to USAID that arc! made for storage and other 
marketing activities being carried out by CREDICOOP and its rural menzbeir co­
operatives, up to thu. amounts specified in the financial plan. 

3) Construction: A.I.D. %.,illreimburse CREDICOOP for costs 
incurred in the construction of storage and other marketing facilities approved 
by USAID, up to the amounts specified in the financial plan. 
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4) Training: A.1.D. will reimburse CREDICOOP for actual
 

costs incurred in the training of the members and staff of affiliated rural
 

cooperatives, up to the amounts specified in the financial plan.
 

b. Foreign Exchange Disbursements: A.I.D. foreign exchange 

contributions to the project will be made in accordance with the following
 

guidelines:
 

1) Consulting Services: The two on-going consultants to
 

the project are employees of the Credit Union National Association (CUNA).
 

A.I.D. reimburses CUNA in accordance with the terms and conditions specified
 

in the PIO/T and the contract.
 

2) Project Evaluation: Contracting of the end-of-project
 
be done by means of a
evaluation conducted by a third party is expected to 


PIO/T submitted to AID/W. A.I.D. will reimburse the contractor according
 

to standard procedures.
 

3) Participant Training: Third country or U.S. training
 

for CREDICOOP's staff or that of its rural member cooperatives will be
 

handled by USAID with standard P10/P procedures. 

4) Dollar Procurement: Urocurement is normally expected 

to be done by means of a PIO/C, with actual dollar costs charged against it,
 

B. Project Timetable 

The major events of the entire Small Farmer [)evelopmi..nt Program
 

occur or. an annual cycle and are detailed in the CAP for Lean 027 ano in
 

the PPT Network prepared for that project.
 

Tt is expected that this e. tended project will be authori:.zed by 
will be signedAID/W by Nov:iber 15, t977, and that the new Project Agreement 


by December L. Such timing is essential if assistance to CREDIC001I is to
 
its oajectiv,!s. Delav,
continue on a basis which will permit it to acl.ievc 

provides as well as discontinua­will cause restriction of services CREDICO0i1 
tion of the services of the contracted consultants, which have proven so 

valuable to CREDICOOP. 

C. Evaluation ?an 

Evaluation of the prc,ect will be part of the annual evaluation of 

the entire Small Farmer Development Program, t,, be carried out jointly by 

CREDICOOP, USAID, CUNA, and COIAC (Confederaci6n TLatinoamericana de Coopera­

tivas de Ahorro y Crt.dito). The evaluation will combine the A.I.D. format 

(based on the logical frameworks in the CAP for Loan 027 and in this PP) 

with certain measurements suggested by CUNA and COIAC. Representatives of 

the four organizations met in early 1977 to discuss the methodology to be
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used. The evaluation will essentially cover the following:
 

1. Measurement of input/output level indicators. The evaluation 
team will study the various output indicators of progress - as to trained 
staff and leadership; standardized procedures in accounting, capitalization, 
and credit; marketing operations; credit operations; and future planning. 
It will study the inputs to see if they arc adequate for achievement of the 
outputs. Of particulax emphasis will be evaluation of functions and processes, 
i.e., how credit union cooperatives manage their resources, handle training,
 
set policies, and otherwise carry out their roles. This will be done by
 
intensive field study of up to 12 cooperatives.
 

2. Measurement of purpose level indicators: The evaluation team
 
will test progress toward the achievement of financial self-sufficiency and
 
of growth of the entire CREDICOOP - cooperative system. Particular emphasis
will be given to addressing a set of issues already prepared related to lending

criteria, cooperatives' membership policies, the use of farmer conmnittees, 
the role of voluntary savings, the means of handling delinquency, the ef­
ficacy of monetary readjustment, and other similar issues for which overall 
policy has been set by CREDICOOP. 

3. Measurement of goal level indicators: Ile principal measure of 
goal achievement, that of a 507 increase in the net income of participating 
small farm families over a five year period, has been in effect for almost 
three years. CRED]COOP and USAID have gathered some baseline data from 
earlier USAID surveys and will be able to compare these with the recently 
completed Small Farmer Study and an expected follow-on survey in 1980 or 
1981. Cooperative loan request records and membership applications are also
 
a source of baseline and follow-on data. In addition to obt'aining quantitative
indicators of goal level achievement, the evaluation team will try to look 
beyond the numbers to assess the causal likages between the indicators and 
project or outside [actors. 

The an,,ua i eValuations will be held between October and Dec-,,ember of 
each year, which is sufficient time to have all data compiled from the project 
year ending che previous June. Each of the parties will finance their shares 
of the cost of the evaluation, with USAD providing overall logistical sup­
port. The final evaluation is expected to go beyond the above, with the 
contracting of an outside consultant to assess overall accomplishments and 
lessons learned, similar, in abbreviated fonn, to the A.I.D. financed 
Interuountry Evaluation of Small Farmer Organizations, carried out in 1976. 
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m=bcrs of $85. vercus no=,s-n!er f=nilies.
 

2. From cooperative records.
 

Premise: TbaE lack of agricultural credit,
 
-arkrting services, and technical services
 
are ajor constraints to increased inco=
 
by =na11 fermers in Paraguay, and that
 
relieving such constraints viii cause
 
=ore rapid increases in incoae than other­
wise wuld occur.
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the text of the Project Paper. 
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MPORTANT ASSUMPTIONS 

Assumptions for achieving purpose: 

The GOP does not =ount a massive program
 

of subsidized agricultural credit.
 

Premises:
 

factors
1. 	 CPEDICOOP can respd to economic 

in such a way as to achieve belf-suf­
ficacy.
 

2. Fartzars are predisposed toward joining
 
cooperatives.
 

3. There is an incentive for CREDICOOP to 

continae serving =ore rural cooperatives 
and small farmers once A.I.D. assistance 
has terminated since it can achieve 

economies of scale by doing so. 



(Extension only) 
PROJECT DESIGN SUMMARY From FY 1978 o FY 1980 

Total U.S. Fundina $625t000LOGICAL FRAMEWORK 
AID ,20.2 17-71) ' noctoeri PAGE 3 
SUPPLEMeNT 

Date Prepare £ PE 
CREDIT ONINS526-0101Project Title & Number: IMPORTANT ASSUMPTIONS

MEANS OF VERIFICATION
OBJECTIVELY VERIFIABLE INDICATORS Assumptions for achieving outputs:NARRATIVE SUMMARY 

Outputs:M 
to increase1. CREDICOOP will be able 

CREDICOOP with 28 staff member 
charges for its services comensurate

Data for all output indicators 

1. Trained staff and leadership. l.a. 

can be obtained from records of with a minLum of two years of on 
with increased operating costs should co-
CREPDICOOP and its member 


the job training. such costa rise more rapidly than
 
operatives,


b. 30 rural cooperatives with projected.
hsat least 50 hours 


2. The majority of personnel will remain in
 of specialized training.each 
the positions for which they were trained 

c. 100 cooperative board members or in other positions in the cooperative
w'ith at least 20 hours of train-


system.

ing in cooperative prorotion and 


3. Member cooperatives will continue to
 managzent. 

comply with CREDIOOOP policies.


d. A continuing training capa-


bility in place.
 

2.a. 30 rura7 :ooperatives using (Cont.) Magnitude of Outputs: (Cont.)

2. Standardized procedures in account- the standard accounting system Outputs:


ing, capitalization, and credit. 

ret .'.rdcd by CREDICOOP. 4. CREDICOOP generating enough income from 4. Credit operations. 
 costs
' lending operations to cover its 

b. All rural cooperatives co-ply ­

while still providing adequate support
 
in with require--en- that minimum 

to achieve projected lending levels and
 
Tharc purcha5c in CR.ED-COOP of 

delinquency objectives.

57. be nade on production -oans 

and 5. At least one feasibility study by outside2 1/2t on -arketing loans, 
Plans for future operations to
mc-bers make 5.and that cooperativc 

consultants to determine the advisability,benefit small farmers,
shl'rc purchases of 10 in their profitability, and best locatiod for a
 
cooperatives for each production gin and/or other agroindustrial
ooan. ocotton 
 inves tments,
loa. using


cooperatives
rural 


written credit procedures based
 

on CREDICOOP model.
 

c. 30 


3.a. CREDICOCP' rarkct~ng depart­
3. Marketing operations. 

ment staffed by at least four
 

employees.
 

b. CREDiCOOP with t-o storage
 
facilities with dryers and with
 

and equipmentadequate vehicles 


to provide marketinz services 
 to
 
nt project­38 rural cooperatives 


ed volu'.e. 



AID UC-22 (7-7) 

SL1P-L.EUENT I 

Prccct Ttle & N.rr.E:: CIIT UNIONS 

NARRATIVE SU..ARY 

tniut': Project Extensmion Only: 

1. A.I.D. Grant 

a. Contracting Services 

b. Marketing Facilities & Equip. 

c. CRFDICCOP Operating Expenser 

d. Training 


Coutingency 

Total 


2. CREDICOOP Funds 

a. Contracting Services 

b. Marketing Facilities & Equip. 

c. CREDICOOP Operating Expenses

d. Training 


Total 


526-0101 

072ECTIVELY VERIFIABLE 

mIcnr-.~c:ien Target (Type 

FY 	1978 FY 1979 

56 135 


85 50 

83 58 

22 15 

12 13 


-2 71 

10 10 

40 58 

86 142 

8 8 


144' 218 


PROJECT DESIGN ',,IMARY 

LOGICAL F'' 

____________________________________________________PAGE 

INDiCATOrS MEANS OF VERIFICATION 

nd Qu--tity,(US 000) 

FY 	1980
 
55 Data to verify all implementation 

- targets can be obtained from 

21 CREDICOOP, NDB, and MSAID records.
 
15 

5 


-- 6-


5 

96 


225 

9 


335 


Life cf Frorict: (extension only)
From FY 1978 to FY 1980 
Toirl U.S. Ftr.c8ing $ 625,000 
Dote Frcpcmed: O amtoer X 1977 

I IMFORTANT ASSUMPTiONS 

Assumpticn - fcr providing irput: 

1. A.I.D. loan funds are fully
 
disbursed =nd used as planned.
 

2. The Ministry of Agriculture and
 
the rationn! Davelop=ent Bank will
 
ontinue the support presently
 

provided.
 
3. hDB contin.O to view CEDICOOP 
3 	. to mcluar cooperatives as
 

credit-worthy.

coedtxincth. 

4. GOP tax incentives for cooperatives
 
will continue at least through 180.
 

5. Cooperative me=bers continue their
 
present rate of savingo.
 

4 



AWE II
 

Locations of CREDICCOP'o Rural Cooperatives
 

I%.
 

fitMFO W. 

S. L 

y K.COOPERATIVES8.: ., " I "u,.n u 

l 

. . t 1 5. r irto 

. alrr..,' l23. I ,,, u 2 
11. Pra.oci~r 24 Cr,,1. Ata,;. 
12. XnJuvirA . 
13 CUP A . ........ C ., 
 .
 



AIINEX III
 

n~0"'u LEDA.0 
CENTRAL COOPERATIVA NACIONAL DE AMORRO YCREDITO 

No 623/77 

31 de agosto de 1977.
 

Sef3or
 
Abe Pei5a, Director
 
Misi6n Econ~nica de los
 
Estados Unidos en el Paraguay 
Ciudxad 

De nuestra mis distiry-juida ccnsileraci6n 

Quisi&amjs aorcvcchar la oo,-ortu!riidzd para ex,-presarle mlesros mlsT sir-e"-ocs
deseos de bifencstar pcu-a Ud. 
 Y z-,u fdii %,a' imrdt- r~ reif-- rr nus­tros agradecirnientos pcr Ia- wal iona7 y cun-tir1uaci cw-.acsa . e
prestun-o al mnv,licnto C)catv i trav's >c~mr cc
r-nlioo" 

En este sentidlo, cuisi-rsaas1.,rio, -. I~ 
una, dcnaci6n, adilo- ela1'vi1 ,'t­
harg~posibie la c'~~i~nc~c~ 

'
 

ra cue Vda-mrs lckcra-r COri ZI.~
 
S.ifiCien-tel COUC(')C. n. &iaC**
 

-iertivas at, 1-' 
 '6,s- ciac'~L~'''-'' 
que tcr.,:i-,Ys laTh .ID de ~~YV a e(1 y
gresos. 17s tal. v z- C2.otacza ca 
imiento de aCIU esol cid. (10? avu.da ~Li~aa.~ ­ci6n del ccumqrc-riw nr:-D, !a :'ID en el>Cs~ ?--OTd:r ccnnar avLuda finrcs-ioera a CREICCXD? d-urante tcda I-) v.-a do*crs ;fucirzcsconjuntos par locjrar los fines rnituos del provccto. 

La donaci6n £01 ic-tia sar!LA usaza de la sig'Lllcnto o u 

U$S 375.000 para 7e£0r,- TN--a :)rocrcj:.,j-. C:1-Z.fa cr qu~e LO Sio t 6nt;
!3ara rcor 

U$S 20.000 para e:uvaluac-i" Cfia prel 'co('e -.,-.mra celas lcP~ aprcar idas :uc -e- ailac czs en el futu--2;U$S 52.000 para c'n:urc,'-cooncr- aisrito r~a~pr~ctico en el pa' s a 7;.c-io:-arics Y ci-rctiivcs de (IC 
C'oIt 

Y s-Uscoope-rativas;
U$S 50.000 en oqiju os o-ira u oni:C ~( e srcal

portarcia :nara neuc~nnr-acccc~o
U$S 85.000 en arscccn -- n Da lcatl nara cccrai-son el prC.-pst dedotarles doe !nrast:cubsica adccuada cara P-1 prc-gra-Ta de 
U$S 118.000 de apoyo a nusr rsn:ahasta el. nzrninto en, quel rsotxos padairos cubrir todos nucstz-o:, gastos. 



ANNEX III 
Pbage 2 

N0 623/77
 
31 de agosto de 1977.
 

En cuanto a los fordos de contrapart ida, rxtarro~s que al su~mar tcdos 
los elere ntos - capital en las coo -±rativas rurales, castos operati­
v~s en estas cocperativas, aiiorzos de las nras etn CpMICcOP, apx~yo
del Ministerio de ?cjricaltura y del 1Barco Nalcir'al de Iamento, bonie­
ficios fiscales a la eyportc-cI6r. , y (A. tif-r-n de Ics voluntarios ­
el total lliga a rmts clue U$S 5.500.000. 

De esta cantibI-,I, [T$S 2.12?0.1.75 505St'sCIh ani;rr i ar 
el pres tzamo, o utct > 3 ;com ci, )!~a~iccid0 

Una v(-,- c.-ue (o-stos 1Cilt-hrcis U$S 700.000 sean uii'~ 

En relaci6n a! nivel do ipov.o de coltrapxirticl-I qc~ue se est.1n 
logrando en el nivel espcraido y cue se su-ir' 1n.mIracrocncus ! 
formi. 

Enedo-~ ue la aprobaci6n do esta doraci&n adicioi-al requerirl lafirma euu nuovo Convenio por lo que estarua'os listos para cuardo 
llegue la oportunidad. 

En la osperanza ffiie de que ruostxas relaciones con lai AID continua 
r~n fortalecit'rdcse mn el c . 1i.~mianto de objetivos y rtKtas caiures 
quedamns do tUd. a -sus sirxcoras 6rtlenes. 

I~tz ,, -,, "' . Sei. ,ic. Lcorudda s P. de Virqi'Li
Secretaxia , As'et 

Tp~rero ~.. iePrsdet 

http:2.12?0.1.75


ANNEX IV
 

Draft Project Authorization
 

Paraguay 
 Credit Unioas
 

526-0101
 

Pursuant to Part I, Chapter 1, Section 103 of the Foreign Assistance

Act of 1961, 
as amended, I hereby authorize a Grant to the Central Cooperativa
Nacional Ltda. of Paraguay ("CREDICCkOP" or "Grantee") of not to e:ceed ix 
hundred twenty-five thousand United Srates dollars 
($625,000) ("Authori:zed
Amount") to help in financing certain foreign exchange and local cu rrency
costs of goods and service-; required for a project hercinafter described. 
The entire amount of the Agency for international L.:velop:xnt ("A.].D.")
financing herein authorized for th, project will be ,bli ,atdt h then 
Project Agrecm.nt is e;Kecited. Ti pro ject ("Project") n~m 1ve a '1tng
CREDICOOP to be a ;.If-'uffieat ".oratiwe central, providilln, credit,
marketing, and technical ,st.ance f;erv. ces Lo n-zbrits cooper aItives. 
The Project is an intpgra part o0 ar largci project ec'rt of assistance to
small farmers in PlaragLuay, which include A.I. . Lean 526-T-027 and previous 
grant ass i.;tznci 

I approve the total ievel of A.I. D. appropriated fundin:' planned for
the Project of net to exceed the Authori-.ed Arwunt dur ng the period FY i978 
through FY 19b0. htereby authori ,e the initiation oi neg,,otiation and
execution of the Project A:reement by the officer to -hc,-:-i such authority
has been delegated in accordance with A.I.D. regulations and Delegations
of Authority, sttbject toLthe foll owing essential te ,s and conditions,
together with such other rernns and conditions as A.1.D. -rrayv deem appropriate: 

Source and Origin of Goods and Services 

Except for ocean shipping;, goods and services financed by A.1.D. under
the Project shall have their source and origin in Paraguay or in the United 
States of America, except as A.I.D. may otherwise agree in vriting. Ocean

shipping financed by A.I.D. under the Project shall be procured only in the 
United States of America.
 

Assistant Administrator
 

Bureau for Latin America
 

http:Authori-.ed
http:Agrecm.nt


ANNEX V
 

Projections of Small Farmer Members of Rural Cooperatives
 

SMALL FAWR.ER 1£4LBERS 

June June June June Jure 
1977 1978 1979 1980 1981
 

A. 	 Members at end of previous
 
years 
 4,225 4,378 7,152 
 9,175 11,612
 

B. 	 Increases during year
 
1. 	 in existing 26 coops 
 150 1,170 1,430 1,690 1,950
 
2. 	organizing new coops -0- 210 410300 435
 
3. 	affiliating cooperatives -0- 1,294 243 287 
 414 
4. 	 in urban cooperative -0- 100 50 50 50 

(Total increase) 
 (150) (2,774) (2,023) (2,437) (2,349) 

C. 	 Pi:ojected Meiibership 4,378 7,152 9,175 11,612 14,461
 

D. 	 Farmer Borrowers 2,000 3,050 4,500 /,300 9,000 

The 	 ass-unptions for achieving the project.ions cf iten b.1. are that 

each of the existing 26 cooperat-Ives will increase its men-bership by

45 in 1978, 55 in 1979, 65 in 19B9 
 an.; 	 -, n 1981. This; will requre
each cooperative to add tr) itS aembs-about f'our farmer:; per rmonth
in 1978, about five per month I , tn per mnonth t! 198 and
about ix 

about seven per mo t. h 1n 1, l.
 

The ass Lu1tionf Ior1' C:: 
 I n thf0 ':o ,e t"at
 
tw o new coo iwiI -tzvt.;iat ,
u ,tih I U,' : .5.); 

onte new cooperat: .vc ' . L. ,.;taLI . i'n . ;;t.:n, sAc 
 :;,e 	 coopera­
tLve will have !,%e ::; w.rtti,';t:;e ,; t I cl; 	 .W new 
cooperatives w'i ;: :. , n . .'tr - "ir t;:et;'-e
 
d,uring the fir;, : trA
1 'po: at 	 . -1 re ;uireu:jc::.:2
each cooperativ tc.i i .C... ,1.L4 ,ur ",vers per mcorth

luring the tfiru r-b.)>2. , fi .. .. , year .' s.X
't ,, 	 . , c per
 
month during tnc td'!.' 
 . 

The 	 assumption for to,'-: i . . t.; tso., ,.
farmer marketing ro, co ccoierat:v.:;will .iat' w-

CREDICOOP to obtinr 
 o t i: be tht.'oru u .h ,'..r

sales. The 1,2 ,4 a
eteu .v'>ate , .... O 
cooperatives esta-(iX ,:. under a:. AiU marketin: ccr:.erati.'. rectc
which is phasing cut. Th coo-(er!t',.) the armer nave already
applied for )Iin 	 .Ci.CArember ndit ,,×ecte,d that these 
cooperatives will bccr.e aftlate.A........o 197-


The 	 assumption for acBing B.4. i.; t the urban cooperative, Pilar,
will be able to carry our.t its plan.- tc provide services to small farmers. 
Its promotion efforts am.nq small -:-.erc began after June 1977 and it 
now 	 has 40 small farmer :'tbers. 



There was little growth in membership in rhe coop aatives during 1977 

because no promotion efforts were undertaken. CREDICOOP, the consultants 

and AID agreed that CREDICOOP's efforts should be cirect2cd to strengthening 

the loan recuperation activities of CPEDIC(OOP's coo)e',:arives. Over a 

two year period beginning in 1975 ic, nrccuperations iT.proved in all 

cooperatives and seven cooperatives, [it-viousl;y denied loans because of 

high loan delinquency, became eligible f. loans. Last June normal 

membership promotion activisies resumed after a two year hiatus kse: 

page 49 delinquency policy) 

the proj,-ct for over threeTwo CUNA consultants, one who has Lees with 

over one year, assisted in prepartn'-the member­years and the other for 

ship projections. 

item D. is that not all cuo)eratives will be eligibleThe assumption for 
crec lit to coopera­

for CREDICOOP loans. CREDICOrip lending P-olicy denies 

rate of more than 10% unles:, the delinuency is
tives with a delinquency 

are the farmers belonjing to
justified. The difference ; betwuen C ani D 


which are ineligible for UR.DIC-O loans. T.e new !,:en',din3
cooperatives 

reduce fture delinsuens.
policy instituted by C:1DiC(Y) n 191741. ould 

tne peruentkv, o el 'rible b-)rrowers to rse ' rom
problems and enanle 

to C2% :n 1961. (see 4J DaeU',linquency45% of farmer members in 1917 

policy.)
 



ANNEX VI - Projection of Intercst Income
 

INTEREST INCOME AND INTEREST EXPENSE
 

June June June June June
 
1977 1978 1979 1980 
 1981
 

A. 	 Production Loans 400,000 865,000 1,436,000 2,270,000 3,530,000
 
Interest Income a/ 83,617 139,007 219,433 341,233
 

B. 	Marketing Funds 450,000 575,000 600,000 650,000 700,000
 
Interest Income a/ 38,333 
 40,000 .13,333 --

C. 	Total Interest Income 41,009 121,950 179,007 262,766 341,233
 

D. 	Interest -'xpenses 22,007 43,950 63,000 90,000 90,000
 

CREDICOOP charges a commission and interest for its production loans. 
The 	commission is .5% of the value of the loan reqardlesn of the length 
of the loan. The interest rate is ton percent per ainnun. The length of 
the 	 loans is eleven months and it -:; cansx.ed that the fun; ha,-e drawn no 
interest for one month of the year. 

CREDICOOP charqg: 1&4 inter'e:; t or e ,1 .a;e 	 :ves:-ir -et"I i. r . t,: ,ooierat 
CREDICOOP also us,..,s this Dinev* a;d!; o:*r.:n ci-:tal I t t; 
marketing operations. ;-, he, th, i:;d:, tro t be :.;j u.;d ' will ,be 
placed in a bank account '-ehr the w il da - cht ,., ntre. 
The projection. a sum,.! t"eat uie :nar-zit . " " .; . *'. te an rae 
return of 	 !1erce)tten ,:t:r . e :ro~eight Vr nonr:, a. 
marketing loans is pro >aCtc(. for eart ti* ! l:. yer . t:ctated
 
that the AID loan fund: .sd '.D :;. firaace
' t I r 
production and CiQ2)1C, )-..11 ,;ed. .. ...... [.t '.:: i: for .-.irketing. 
The projections reflect the a;num:: C "'i br,. ,.'e.n 
borrowing and -:e. a. ::o:velending ,.2 iVties *..' -gl nir n; 

of 1WY' 
AID loan is CPYD iCCb;'' tn :;our- t *. ,lo: b eaean; 
disbursing in December1 976; and (3) t";,t.,c,:ur tn: ,,- ends June 30. 
The interest expense unexpectedly:' h1;-:1 ':..-i found it 
necessary to borrow ro'.banks at .o !rcia t ra:1 durin 

The 	 volume fir zendin.: isu'n-x.. 'irobcau',e: (1) the 

1977.
 
CREDICOOP does not-x,'ct to borrow ani- : "-l L9ti. 

lnterest cxpenses three ortotal fuercetthe AI'-rvwded funds: two 
percent co AID one to tht. Q:io'aand percent Develop-ment Bar.k. No 
interest is paid on the credit union with<'vo~s 
 deposited CREDICOOP 
and no dividends are to be oaid on thcx >rough June 1931. 

http:cansx.ed


ANNEX VII
 

Budget for Training
 

Travel 
 $ 8,000

Tuition 
 7,000

Per Diem 
 9,000
 
New Member Training
 

$2 .00/members X 7,600 new members 
 15,200
 
Travel
 

$5.00/dy X 3dys X 8 leaders 
X 26 coops 1,040
 
Training
 

$65/coop to smalltrain farmers 5,388
 

Contingency Costs 
 6,372
 

$52,000
 

1. Two people from CR}DICO)P's marketing section will attend a course
 
in grain and grain handliny !xnsored by AID. 

2. One credit anal/s.t will attend a course ir, technq~ues for financial 
and economic analy;is o oijricultur. irojects. 

3. Three cooperative. mnagers will rece.ve on-the-sob training in 
cooperatives in Argetina. 

4. The MINii; sulu.rvisory cxtens . ,/'.,n issigned to CREDICfk3P will
attend a course in bio-control of avrw,.ulture pests. 

The courses will take PlICC i:ntL( U.S. and Ladtin ;erica. 

Budget for .Lrketlng
 

Grain dryer UREKA E-306 - $35,&0))
Various grain augers and cleaners ­

s50,00Warehouses for cr:p storae ,.

for 26 coopera P 0- 01
v33, 

This equipment will be cor.-binej .ulos to bes:tti purchased byCREDICOOP to set two grain,,, stzra)ae facil1tles: one on theriver at Villeta and the other at 
a site to be determined after
 
further study.
 




