. -

UNCLASSIFIED ) 2
- S PR

OPERATIONS MEMORANDUM
TO hfr. By“/(““‘”‘“ l.’,jt/l)l(/l(l)-:\ll')/W care 1/18/76

i'/r .t

Fom I8 W, Allen, b tancial Analyst SER/FM

SUBJECT: R eport on Frnancial Anaslysis of the USAID/PARAGUAY CREDICOOP

REF: PD‘““B'BB\"'#\

1.  The subject report is attacked in draft form for your
. . . Ay,
immediate use since there appears to "e o great deal of urgeng ¢
concerning decisions which need to be naade on the project,

2. In order to provide as much information as possible in
the time frame reeded, very little work would be wccomplished on
member credit unions of CREDICOOY.,  To do so would require at
the miinimum an estimated man-month to accumulate, compare and
analyze the data.  After review of the situationat was determined
that the best course of action would be to start with the know situation
of 1974 and 1975 and prepare revised projections based on the actual
situation. The 1974 and 1975 figures used in the revased projections
are approximate but wery close te actual,

1, Sedtion 11 with Exhibits A amd B - Financial Statements
of CREDICOO!, Sedtion IV with Fxhibits € and D - Dehingquency, and
Scction V with Fxhibit £ - Revised Projections fCash Flow are the
sections which precents the most important part of the review,  The
other Sections of the report are primarily informative with opinions
formed during the review,

Attachments: a/s

ce: Mr. Allen, AID/W
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that the best courae of action would be to start with the know situation
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situation, The 1974 and 1975 figures used in the revised projections
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been received for uUctober and 2, reports for Novemtier and of course
December reports had not had time to be prepared and transmitted. Lome
éfedit énions apparent ly have a hapharzard attitude about submitting
reports wnile others do not fully prepare the reports. One of the
problems in getting the reports submitted to ChtliCuUP appears to be poor
methods of being able to transmit tne reports, hewever, it would art ear
that this may be an excuse in sone instances,

No other information or report other than tnis abeve rentiorned
report is required on a regular basis. Any other informat ion needed or
required is outainea by special resuest or the Corlloull erployevs make
trips to jrepare tne infernation them . vlves,

For an Cnpoing, thriving, well manared and f.nanced orypanization
the information scimitted would Le sufficient anst in moue Tespects it
provably nas been sufticient due Lo size and cctivity of the present
oroanization,  ieever, witn the conterplated loan ant tne recoirended
financiai expery, it wounid ve weli Lo review tnis area of reporting and
inprove the o, stem,

/

Upon receipt of the reports from Lthe Credit Unions, percornel of
Ciwvison b reviews trnem tor Proviem areas on w:icn aetion should be taken
vt a ostatiotics] report e Frevared for use of Crul. Ul Mnagement and

Muea 0 r
CLIA Adviiors. In order to el tettor anedt fineoslq] picuzre of the
complete organization and to ve at i¢ to pin-pint Frotlem areas it woyld
‘be weil to pericdinally prepare consolidated statensnts of all Lemher
gredit dﬁions. A great deal of analysis could be aceomplished from such

a report,
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ReCubbuNDATIONS

A. Lkfforts, probably vest through traintng, should be made to get
more timely and better Prepared reports from the ﬂ}edit Eﬁions.

B. The reconmended creditcooperatiVe financial expert should review
thisj;:: and make recoumendations for improvenent.

C. CrwbICuur should begin to prepare “suarterly consnlidated

financial Teports on the @redit Bnions for inforrmation and analytical

purposes,

IVe  Lugw UBLiNGUMNCT oy

Delinguent loan rates have veen ang is a matter of Frave concem
for the fredit 5ﬁlons and in fact is one of' the najor, if not the rajor,
problem at tne precent,

RO T Y R ST voad e

txnioit ¢ 1. been prejared Fresenting the toty) loan fertfolio
of CurdiiCol¥ ;e Wil g5 thowing the delinquent joane and including various
delinguenczy rat. Colbhlations, These various deling enes rates Aive teen
Collputed Lo pive 4 pare cor et Piclure becanLe of tne Tany areutent s
which can ve haae tor delinine what constitute: 4 aelinGuency rate,

1 othe deSUrption Lot tne total am-int ¢ e unpaid loan
balance Lec me., due Lo morpgy, 4 FAYIent 05 missed iwien a loan is
amortized Ly nore tuan one PNt and tnis o the acsumption Ceolcoor
Uses, tnen two met .ogs of computing the delinquwncy rale constitutes the
neri. Une {g tio. ratio f the total delinquent loan anount to total loans

L {'e .
nadd over y Period of tine wilich is corputation A, :ip Ehibit Cvand‘shows
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]Z- REVISED PRUJECTICNS /COMBINED CASH FLoW
.

To assist in the financial evaluation of the viability of the
10
Eredit Mnions and CHeDICUCF in view of events that have taken place and
additional experience gained over the past 1R to 24 months since the
projections were made in the CAP, the CUNA Advisor prepared new projections.,
These projections were made in the same format as those in the CAP for ease
of comparison.

These projections were reviewed closely with the CUNA Advisor as well
as UuALD Mission personnel. It was the consensus that these projections
were very conservative and practical while tne CAP projections were
pousibly more optimistic tnan what in reality was the case. Tnese new
projections have taren into concideration the events wihich have actually

f‘\'l"l(l‘.
come to pass and thore wnicn are kmew for the future and are intentionally
very conservative. Tuere is also a consensus between the CUNA Advisor,
the Loaiu Mirion and tne Firancial Analysist tnat in all pmtability
tne real resalte of operations of Corlifoll and the j;vj;t Qnivns will
be scmewhat Letter tian evidenced by tne new pro fections and in actuality
be vomewhere touween the AP projections and tie new projections.,

Toe new jrojections are jrooented in 2diisIT [ and the original
Cn? projections are precented in oeasilclT  F for easy comparison.
explanation o Lie revioed assunptions concerning the revised jrojections
are precented e purt oof renicll

eeoitd D L witn its revised assunptions are renerally self

)

Jre
explanat ry, rowever, tue nighiights of the revision g as follows:


http:cori3erviL.Ve
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Ae Urtan Credit Unions

Uperating incuﬁe of urban credit unions has actually increased in
1980 from the original projection of $11,534 to 545,111 and in fact
Snows projected profits in excess of the CAP projections except in 1975
and 1978. whereas the; were originally showing losses or barely breaking
even in 1978 and 1979 they now show substantial profits in 1978 and 1979.
Therefore the urban credit unions would ajpear to “e in much better

condition than originally envisioned.

Be Qtural Credit Unions

The revised vrojection for rural credit unions show a mgmh less
optimistic picture than for the urtian credit unions, They do not break
even under the revised projections until 1977 whureas the original
projecticrs had tnex breaking vven in 1977, dowever, with a delay in
tne disbursing of the loan of one sear, that means tnat they are only
one year later in Lreaking cven since tine loan war to be 506 of the
borrowing. .venthougn tne breakemen point is in reality delayed one
wetantial losses

.

through Y78, Tris Lo 4 sreat extont 15 caused vy hiph loss rate.

year, the credit wnions are projected to suf'ter st

dowever, in tee opiiion of tne Culia Adviser, no rore tnan two credit
union wickt nave Lo ccase cierations due to decalitalization as a result
of thicie losues. n additi n to Lris optindem cne Tuet rermember that the
loue rates in the rture wil) inoall brouablility be lees than has been
projected since nuch greater caution is being exercised over losses as

discussed under other sections.,



/&

CrisDICOOP wnder the revised projections does not breakexen until
19€0 rataer tian 14/8 as originally projected. Apuin the year delay in
tne loan is priaariiy responsible for one year while a general overall
slow down in act)vity and a sloser loan disburcerent rate would account
for the loss of another jear in breaking eyc- . Considering that the
revised projection is the mininum wiich can be expected, it is anticipated
that the projected ioss will be less than projected and tnat 1979 will be

R v .
much nearer-the bréakercn ;nint Lla~ now shown.






18
- -

to $200 or 4i.25,000 wnich would amount to approximately 50% recovery of
cost,

RisCUMMENDATIUNS

l. In view of the above, it is recormmended that one additional
auditor be hired as soon as funding can be made available and consideration
be given to hiring another within one Yyear.

2. DMethods and procedures of performing audits and wublishing reports
should be reviewed closely with the view of cutting time required to perform
audits in order to increase the number of audit: rerfoermed.

3. Charves to predit V%ionh wiich are in a financial position to
absorv higher costs should be charged more in order to lower the less to

ChwewllUUF for performing the audits.



VIL  FuiculNsl

A detailed study of personnel was not performed, however, in discus-
siony, dealings and review of work jperformed an opinion was formed of the
overall attitudes and competency of the ChiD1CUUP employees.

It is the opinion of the Financial Analysist tnat the personnel of
e LCUUP are competent, dedicuated and capable of carrying out the intended
purposes and functions of the CiublCuuP. The sane opinion was formed of
Lhe present CUNA Advisors.

vhere there may bte weaknesces,or in areas where weaknesses may deVelog’

furtiher trainine should be proviued.


http:UGhKDICu.JP

T111, Conclusion

It is evident from the foregoing that the credit unions have problems
witleh in turn reflects cack to CrrllCoCP, Nevertheless, the foregoing has
not only attempted Lo discuss sore of these problems but also to recognize
Lhat intensive efforl has been and is being devoted to sclving these
Frobiecins,  Sinze (Citril COOP itself appears to be a financially viable
organiczation over the sport tern ot its existence and that it also appears
Lhat the provlems of the credit unions nave teen reccognized in tinme to
Keep them from decapitalizing themselves, there is no reason for not

proceeding witn disourscrent of tne loan.






EXAIé'T‘/g

CREDICOOF. °
Calance Sheet
Inception to Present
7/1/73 toJ \/
12/31/73~3/31/74 ~ 6/30/7¢ 9/30/74 12/31/74 3/31/75 6/30/75 9/30/75 11/30/75
Liabilitigs & Net Worth
Current Liat.lities
17. Accounts Payable - - - 77,371 146, 489 638,118 1, 800 823,733 485, 207
18. Salaries Pavable - - - - -t - - - 36, 201
19. Social Secur:ity Benefits - - - - - - - - 118, 456
20. Fidelity Bands/CUMIS-Collect. - - - - - - - 47,177 48, 487
21. Retention-Marketing Expenses - - - - - - 290,769 831, 649 941, 834
22. Utilities-ANTELCO - - - - - - - - 31,254
Total Current Liabilities: - - - 77,371 146, 489 638,118 292, 569 1, 702, 559 1,661,439
Other Lial.lities
23. Reserve for Fidelity-CUMIS - - - - - - - 143, 876 144,276
24. Loans Payable - - - - 1,229,000 1,850,000 3,252,000 2,213,089 1,952, 000
25. Dcprccxa{ion—F\M Assets - - - - 58,263 58, 263 58,263 58, 263 58, 263
26. Reserve for Bad Debts - - - - - é!/ 125, 545 125, 545 125, 545 125, 545
27. Other Reserves : - - - - 22,153 58,753 58,753 58, 753
28. AID Payable-Contributions - - - (22,241) 618, 159 199, 446 390, 071 560, 534 731, 822
56. Interest Payable - - - - 10, 295 10,295 - - -
Total Other laaabilitien: - - - (22, 241) 1,906,717 2,265,702 3,884,632 3, 160,060 3,070, 659
Net Worth
29. Suspense Account - - R Jco - - - - - -
30. Subscribed Capital 1,173,000 1,150,300 1,180,500 1,603,500 2,433,500 2, 560, g 2,627,000 2,987,000 3,126,000
31. Donated Capital 237,034 259,218 3,387, 854 6,624, 060 b, 755,465 7,617, 7,746,006 8,507,418 9,040,418
Retained Ea rnings S 7
Prof. & Loss 3/ 6,818 15, h40 (40,6149 lo, 958 147, 698~ 79,994 { 35,330) 227, 365 279, 880
Total Net Worth 3/ 1,416, 849 1,455, 158 4,530, 242 8, 245, 118 @, 336,663 10, 257, 52410, 337, 676 11,721,783 12, 446, 298
Total Liabilities &
" Net Worth: 1,416,849 1,465, 158 4,530,242 8, 300,248 11, 389,869 13,161,344 14,514,877 16 58_4.402 17,178, 396
TI1,235 Y10, 550 § 35,953 § 05,975 % 90, 369§ 104,455 & 115,197  § 13:,622 & 136, 336

,‘!/

3.2% of Loans outstanding at 12/31,/74

Taken from CAP-All other from statementa.

14
2/
Yy

Reserve for Bad Debis and Legal Reserves (Other) required by law established from this total figure in 1/75,
Profit & loas and NeW Worth does not reflect the USAID Operating Expense contribution, however, the figures

would not change since Donated Capital does not include theOperating expense contribution either.
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maHIBIT _E
Page 4

Interest charged by credit unions has been increased from 12 percent.
Flus two percent commission to 145 percent plus 2 percent commission.

Not. all credit unisns have yet went, to this increased rate, however,
approximately ¢0b have and it is anticipated that Lhe other 50 percent
will within the next year.

(Defyee.) Calv

(D.3.e.) Hevised

The original rrojecting assumed operatirg costs of 44,000 per year
thru 1780. The reviced praojection assumes 34,000 per year plus 5%
adiitional eacr jear beginning in 1975, Tunis takes inflation into
consideration jlus poscsivle expansion.,

(Logod.)  carp

WWedofs)  ievi: ed

The orisinal projection assumed loss on uncollectable loans at 1%
of the value o0 loans ailowiag for a one year 13@.

The new pregections provide for a 3% loss and is taken in the same
o24r Of the loan, Tnis new rate is hiph, but probably is more :loser to
reality siace Lo urean creait uniony loans are censumer type which do
nut prouLce any revepue,

velie€ ., UAc

(Weseds) vised

Trere was aiftLicuity oo deterrining basis for original projection
cf woill and siacation foes.  leecver new projections are $200 per audit
tor S0t of the crenit unions Per year plus $500 total educatinn fee each

J,eur L]


http:uci,:.al




EXHIBIT £
Page 6

(s.b.c.) CAP
{seb.a.) hevised
nd

Interest of comuission has been revised from 14% total to 16%
total and is assumed to be all paid in same year borrowed.

(r.7.b.) CAP

(L.7.b.) ievised

uriginal Frojection was 4,000 a year for operating cost. New
projection is $4,000 per year plus 5% adiitional each year beginning in
1475 in order to neet inflation and possible expansion costs.

(Lo7.c.) CAP

(ioVed.) hevised

The cripinal projections assumed a LY had debt loss each year. The
new projuction has tuaken into consideration what has actually happened
and revised its projections upward drastically. Tne losses are now

asamned Lo be 1n follnws:

Lo - 1u s
1970 - 5 4
12 - 0m

MU a 178 -3 71

V)ls o« 1R - 2
I'hoge rates of course are extreamly niph and to a larpe extent
are resjen-ibiz for the credit unions not reacning a break even point
much quicrer Luan tne, are projecten to,
oV, unl

(me'fehe) nevised






EXHIBIT £
Page 8

(Fehac.) Interest income on ALD deposited .
‘*P-.n—t-l/

Funds bas cihanged from a adeposit period of four months at 6% annual
interest to one month at 84 annual interest. This is due vo credit union
loans being changed fron eight to eleven months. The change in interest
rate is an estimate but probably more nearly correct.

(F.5.b.7 This interest expense is assumed to be on borrowing by
CAuDICUVP to meet loan demand in 1780 over and above funds available
from the AID loan and other available funds.

(Fojec.) CAP

(F.5.0.) hevized

Tne orivinal projection assuned a loss on delinquent loans of 1/2
of one percent. Tne new prolection to be conservative is one percent,

(F.t.a.)  Cab

(Fovude) Heviced

The cost =f ope-ations, perecnnel and otner, was incereased 10£
per year over tne orizinal costs Lo provide for inflation, possibly

some exipansion, and to be additional !y corservative.



Exhibit £ Page9
FINANCIAL PROJECTIONS (REVISED)CREDICOOP & MEMBER CREDIT UNIONS: 1974-1980

(N EQUIVALENT U.S. DOLLARS)

PART A- MEMBERSHIF

FISCAL YEARS RUN FROM 1 July to 31 June

74 75 7h 77 78 79 80
l. Numbers of Credit Unions & Precoops 30 37 38 42 46 51 56
a. Rural 18 24 24 27 30 34 38
B. urban 12 13 14 15 16 17 18
2. Credit Unions Members
a. Rural . 5,543 6, 725 8, 250 10, 5 13, 090 15,920 19, 066
(1) Fall&L Members 3,033 4,125 5,550 7,530 9, 820 12,320 15, 100
(l.a.) " qualified f/loans 3, 000 2,000 2, 000 3, 050 4, 500 6, 300 9, 000
(2) Non farmers 2,510 2, 600 2,700 2, 970 3,270 3,600 3, 260
b. Urban Credit Union-Members 6, 800 4, (AOO_*‘/ 5, 600 6, 680 7,830 9,050 10, 340
c. Total (a 1 b): 12, 343 11, 525 13, 850 17, 180 20, 920 24,970 29, 400
PART B - PROJFCTION OF SAVINGS
1.  Annual Savings of Members of UdmCU's
a. Existing members £ 10 per yr. p/rarmia 44000 46,000 3/ 46,000 56, 000 66, 800 78, 300 ©n 050
b, New members (first yr. )X $ 25 p/nearh 4§00 - (1y 25,000 27,000 28, 750 30, 500 32,250
c. Total {a + b - ¢) Hy, 000 46,000 71,000 93, 000 95, 550 108, 800 122, 300
2. Annual Savings of members of Rural CU's
a. non Farmer tnembers
(1) existing members $ 8 n/yr. 19, 728 20, 080 20, K00 21, 600 23,760 26, 160 28, 800
(2) New members $ 25 n/yr. (Ist. vr.) 1, 100 2,230 2, 500 6, 750 7, 500 8,250 9, 000
(3) Total (1) + (2) - (3) 20, K28 22,330 23, 100 28, 350 31, 260 34,410 37, 800

:/ INCLUDES ONLY MEMBERS OF CREDIT UNIONS WHO ARE MFEMBERS OF CREDICOOP-73, 74 FIGU RES INCLUDE NON MEMBER DATA.
(1) ADJUSTMENT FOR ELIMINATION OF NON MEMBFER GREDIT UNTQNS.



Exhibit £ Page Z0

FINANCIAL PROJECTIONS (REIVISED)CREDICOOP & MEM BER CREDIT UNIONS: 1974-1980

(Loans to farmers) Cld.

b. Borrowing Farmers
10% of loans through 1977
5% of loans thereafter)

c. Total Rurai CU's

Cumulative Savings

a. Urban CU's

b. Rural CU's
(1) non farmer members
(2) Borrowing Farmer AMembers
(3) Total

c. Total (a + b+ ¢)

PART C-DEMAND FOR LOANS

1.

Farmer Demand{Rural)

a. Hectares p/iarmer Borrower
b. Loan Demand p/Hect.

¢c. Naof Farmer Borrowers

d. Farmer Demand(axbxc rounded)

e. Loan R epayments

(IN EQUIVALENT U.S. DOLLARS)

77

74 75 76 78 79 80
1377000 600000 1000000 1730000 2875000 4540000 7060000
137700 60000 100000 173000 143750 227000 353000
158528 82330 123300 201350 175010 261410 390800
1974 & prior yrs.
505000 500000 *l' 571000 654000 743550 858350 980650
133328 155658 178958 207308 238568 272978 310778
24170¢ 311706 411706 584706 728456 955456 1308456
375034 367304 530644 792014 967024 1228434 1619234
8800344 997364 1191664 1476014 1746574 2116784 2629884
3.5 3.8 3.8 4.1 4.4 4,7 4.9
125 131 151 138 145 152 160
3,150 2, 000 2, 000 3,050 4, 500 6, 300 9,000
1377000 600000 1000000 1730000 2875000 4540000 7060000
228002 895313 800000 1181687 1830000 2875000 4540000

Includes only members of Credit Unions who are also members of Credicoop.

non member data.

74 figure includes



2.

Non-Farmer Loan Demand

a. Qumulativa Savings (B.3.b.1)

b. Demand: {1507 Line ca. 2)

€. Repayments (1} Loanc made same
vear (. 36)
(2) Loans made previous yr. (. 537)*
(3) Loans made 2 vyrs.prior (. 07)*
{3) Total

- Available Savings (B. 2, a. 3.)

e. Total Supply (2.c4 + d)

L

Urban Demand

a. Cumuiative Savings

b. Demand (1507 c. 3.a.)

¢. Repavments
l. Loans made same yr. (. 3t)
2. Loans made previous yr. (. 57) =
3. Loans made 2 yrs.prior(. oT) *
4. Total

d. Available Savings (B.1l.c.)

e. Total Supply (c + 3).

Exhibit _£ Page 2/

74 75 76 77 78 79 80
133328, 155¢58 178958 207308 238568 272978 310778
199992 100000 268437 310962 357852 409467 466167

71997 36000 6637 111946 128827 147408 167820
61125 113995 57000 153009 177248 203976 233396

3500 7875 13999 7000 18790 21767 25050
139622 157870 167636 160009 324865 373151 426266
20828 22330 23300 28350 31260 34410 37800
160450 180200 190936 188359 356125 407561 464066
505600 500000 5710DD 654000 749550 858350 980650
757500 750000 856500 931000 1124325 1287525 1470975
280275 270000 308340 353160 404757 463509 52955)
352000 431775 427500 358205 559170 640865 733889

15000 42000 53025 52500 59955 68670 78703
657275 743775 788865 893865 1023882 1173044 1342143
85000 36000 71000 $3000 95550 108800 122300

742275 789775 859865 976865 1119432 1281844 1464443












2 25 26
2e Uses of Funds
a. L3ans to Hural ZU's 30,00 800,0  5,052.70
be Depesits :n banks & other misc. uses 1.1,30 275438 "TELE
3. Cumulative
a. All Zues 53449 ¢ 1471410 2496450
b. Savints 181431 253¢79 552647
Ce ZOrrcd 15435 hLy€ib.b]
de iener G200 700400
€. Availanle for loans to rural 2U's 261430 1,113,533 4113433
fo Loans to =ur.l lyte 100400 * Q00,00 5¢>00400
4. Operating Revenues
A, Annual lues Fel.ali. 39440 REITHN 10440
Y. rrograz Hevenue:s (Aul:it % Zducation)
(1) Urban CU's 2423 1°.0¢ 19400
{2) Aural cU's 5400 1he C5400
(3) Total PIYES 34600 L g0
€. Interest & Commissacn Iancome fro- Rural ZU's - 420 437430
de Intemest oz Leposited ALD funds 1/10 of Fre
1 yr. lag. - - -
¢. Total Dperating Heovenues (aeblec) 46477 187,{1 532450
5« Operating Cost
a. Interest cost AID funds - = 1ySh 91,90
b. Intereat on other fwnds &% X 11/12 - — -
€« Loss on Delinguent Loans .01 - 2400 Y00
d. Personnel ani Srecinl Zducation
15.000 75 - 76 14012425 14400400 14547400
e. Totul 14012425 Lo x84 1463890
6. Operating Rosults (565¢48)  (14241423) (1,105400)

* Includes 73 °* Cost of BNF funds 75 only.

Zxhibit é
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4.

locally*, whereas UNIPACO now exports most of the beans
it purchases. The analysis also showed that UNIPACO
should have $500,000 for working capital in addition

to the loans it can obtain from local banks.

2., CONCLUSION:

(a) CREDICOOP, a national credit union federation
created with AID financial and technical assistance
to provide credit and technical assistance to the
smallest Paraguayan farmers, will not be able to
achieve its purpose unless it receives an AID
concessional loan to finance soybeans and other
small farmer activities except cotton and tobacco
production.

(b) The o0il extraction plant and feedmill to be
included in the revised CAP will cnable the soybeans
to be processed into oil and animal feed and used
for internal consumption. Therefore, this project
would have an inhibiting e¢rfect on the export of
soybean products from Paraguay.

3. RECOMMENDATION:

That USAID/Paraguay be authorized to develop a revised
Small Farmer CAY to include: (1) a loan to CREDICOOP
with a four year disbursement weriod to finance soy-
beans and other small farmer activities except cotton
and tobacco; and (2) a loan to UNIPACO to finance
operating capital, a grain faciltity, soybean oil
cxtraction plant and fecdmill.

*preorpt rom i Reports: analysis of Industrial
and Agricultural Development Program 1974 and IBRD
Appraisal of the Small Parieer Croedit Program 1974
Edited by sichael De Metre, ALU/LA/DR.
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INFORMATION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR (LA)
FROM: LA/DR/} Charles B. Weinberg\1£>
Subject: Issles Paper - Paraguay Credit Unions PP

A DAEC review of the PP requesting a $625,000 increase of the Paraguay
Credit Unions grant project has been scheduled for Thursday, November
10, 1977, at 2:30 p.m,

The purpose of the proposed grant project is to enable the CREDICOOP
system of cooperatives to be financially self-sufficient while providing
credit, technical assistance and marketing services to small farmers

in rural member cooperatives. The project paper for the Credit Unions
project was approved in December 1974 for FY 75 through FY 77 funding.

This grant would extend this on-going project by three years and increase
its funding level by $625,000, Cumulative obligations to date total
$1.303 million ($451,000 for consultant services, $160,000 for commodities,
$20,000 for participant training, and $672,000 for operating and other
expenses),

The FY 75 grant project was approved at the same time that $4.7 million
was authorized in loan funds to the two central cooperatives CREDICOOP
($3.0 million) and UNIPACO ($1.7 million) under the Small Farmer
Development loan (526-T-027), This loan project was revised, however,
after UNIPACO, the marketing cooperative, was withdrawn from participation
in the project. The revised loan agreement was signed in December 1976
for $3.0 million in loan funds to CREDICOOP, As anticipated in the
revised loan agreement, an extension and increase in grant support is
needed because of the two year delay in disbursing the seed capital

loan under the Small Farmer Development Project and the need to establish
a marketing capability within CREDICOOP to compensate for the withdrawal
of UNIPACO from the project.

Grant funds will provide $246,000 for consultant services, $135,000 for
commodities, $52,000 for training, $162,000 for CREDICOOP's operating
expenses and $30,000 for contingency costs., The services of consultants
are needed to provide guidance to the cooperative system and commodities
are needed to support CREDICOOP's expanding marketing activities. Training
will be provided to cooperatives' directors and their staffs in cooperative
administration, and salaries and certain operating costs will be financed
on a declining scale. The local contribution to the grant project is

53% of total project costs over the next three fiscal years which

exceeds the counterpart requirements of Section 110(a) cf the FAA,

BEGORD Copy
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AID grant funds (and loan funds under the Small Farmer Development Project)
are restricted to CREDICOOP activities involving only the rural cooperative
those cooperatives which lend for agricultural production,

Project benefits are directed toward relieving the production and marketing
constraints of the small farmer members of rural cooperatives,

Based on an Initial Environmental Examination, your office has reached a
threshold decision indicating a negative determination,

This project was included in the FY 78 Congressional Presentation and
therefore, no Advice of Program Change will be required,

The DAEC will examine the following issues:

(1) Financial Viability

The purpose of the project is to enable CREDICOOP to be financially self-
sustaining while providing a ranje of services to its member cooperatives.
The Mission projects that revenues will exceed expenses by $26,000 jor

the year ending June 1981 from a negative annual income of $104,000 for

the year ending 1977. The assumed annual growth rates underlying these
revenues appear somewhat high (e.g,, farmer members - 36%, CREDICOOP's
volume of crops marFeted - 55%, cooperative member savings in CREDICOOP -
61%, etc.) The DAEC will examine the basis of these projections and :he im-
pact of failure to meet these Projections would have on CREDTCOO; '. financial
viability. In light of previous projections and growth rates to date, the
DAEC will also examine the appropriateness of the propoczd level of grant
support,

(2) Justification for Increase in Grant Support

The Mission states in the PP that the increased grant support over the
original projections is required because of the delay in disbursing the
seed capital loan to CREDICOOP and the need to establish a marketing
capability within CREDICOOP., The DAEC will ask the Mission to provide
additional information on CREDICOOP's plans for developing a marketing
capability and the linkage between marketing services and the commodities
being funded under this grant.

(3) _Training

Part of the increase in grant funds ($52,000) will finance short courses in
cooperative administration for the staff and directors of the various rural
cooperatives. The DAEC will ask the Mission to provide additional informa-
tion on training efforts to date, the content of the courses, selection

Procedures, out-of-country participant training, a break-down of the budget,
and plans for the training program, if any, once grant funds are exhausted,
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(4) Measures to Strengthen CREDICOOP's Reserves

The Mission points out that three measures will be undertaken to build
up CREDICOOP's reserves: (a) no dividends will be paid as long as AID
budget support funds are being received under this project; (b) if
CREDICOOP's performance on its current account is better than antici-
pated, AID will still pay the agreed upon amounts of budget support

to CREDICOOP and payments in excess of operating costs will be used to
build up reserves; and (c) CREDICOOP will covenent not to reduce the
bad debt reserve below the level existing at the end of this project for
any reason other than to pay the actual charges for bad loans until the
outstanding balance of the AID loan is equal to the reserve. The DAEC
will seek clarification that these three measures will be included in
the Project Agreement,
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Borrower®’s btooks, resccrds, end othar documsuts reluting to the Froject
&nd tho Lean, Baorrower ehall coopercte with A.1.D. &o feetlitate guch
inspoctione ans shall permit vepressntoz{ves of A.T.D. ko vinit any pire
of Paxagury for any purpnea reletivg to the Loan,
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ARTICLE V

Spocial Covansnta end Werrentfas

SECTICN 3.01, Withcut limitation with raspact to obligaticns othexe
wice dncurved under this Agreement, Borrovor haveby specificclly revensnte
and warrsntas

(1) Tc subordinzte iLe cluins to IRIIFACO's fcaets co thel
UYPACY can pledse thom to obladn addikionsl soriing
ecspltal,

(14) Not to require wertgages on reel property for cubleers nude
to CREVICHOP that are gecurcd vith crep liens, peresnal
propetty lieas, and ceoclgnoce cuflicient to puarioive baid
subloana,

(i1i) The? except sgo A.I,D. muy otherwizs agree {n wvriting,
Borrower ehall male dichursamenias to CARDICEDY baced
upon zanyzl fivestmear plans prepazed by Cr:o13402 gud
apprsred by the Retfeounal Development Bark sné will parwmin
CREDICIOP to ralesd Loan Toviyroube withoni Burvower s
gpproval; axeept that rollever fucds fream tho Laat will not
ba used for firanciup produciton of covwodittes iaclieible
for A.I.D, firanstag, and Porrower ehall reccive the right
to perlorm rogular &ad (s of CRELICCO? Lo dug vo trnit funids
are being admtuisterad properly,

(iv) That excapt &8 A.1.D, moy oiherwvise 8grae {n vrifirg, Bucvever
sholl apsurc thet QHLACO hee first priority Lo borraw for
wrking capital purpeses any funds thav CRLDI(COF niztt have
on depasit in 4n futarest bairf{ng accovst & tha Hericrald
Devalopniea Bank with seid fundz alec being svailadle visn
noodad by CREDICGOP,

(v) That excopt as A,I.D. mey otherwisa ajrce 4in switing, Bevrower
shall provide the services of agricultural exfeacion perscnnel
raeauired to provide adoquate technical ass¢ntance Lo favaere
wartexs cf CRRDICCO2 evedit unioms.,

(vi) That except as A,1.D, m2y otharwige agrce in writing, Bervower
shall to tho best of {cs ability provide agricultursl producidus:
cradit through CREDICOOP at its moot fivorable raZe of interest:
for credit requircarvats of farm borrowvars for cowanditing not
eligible for A,I.D. financing to CREDICOOP-affiliatel rural
credit unions,
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Encant ve A,1.D. may othervige agree in wrifiing, Eorwrex
shall uot roqueat disbuvsenent £roa ALXD, usil AL bhaa
spproved sposific dishurgonant requusis frat WIIFASD or
CRIVICHOP end upoa rotelpt of funds Zrow A,1.D., Porrower
shill digbuvce, or cange to ba digbursed, zich funis te
RIIPACY or CERNrSnd? wichin fifeecn (15) dawg of thoir
raseipt by Bevrowac,
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ARNTICLY VI
EBrosuronen

SHCTION §.01. 8clected Frae Worldwide Procurement, Hecept ae A.I.D.
way othenelse agree {n writing, acd orxcept as provided in Sublzaction 6.08(c
with respect to marioe losuvauce, disbursemoats mada pursueas o fezction
7.01 ahisll ba used exclusively o finamee procuremant for tha Project of
geods eud sacvieeo heving their wource and orizin In covntriac included 1n
Code $41 of the 4.1.D. Geographie Cocde Book {n effact st tha timc orders
ege pluzed or contracis are enterad into for such grode and servicas
("8€:lacted Peeo World Guods and Servicee'). A1l ocean shippirg fina:ced
undor the Loan stall heve bod) {ta sousce and ovigin {n countrias
trncluded fn Coda SH)Y of (he A,I.D. Geographic Cudo Eool: in affuct at tha
tima of ehipumant,

BECTION €.03, freeuranant fros Pavepuny, Disbursencat pide pureuant
to Scetion 7,02 ghill by wged axcluedvely to fiusnce procuretent fov the
Frojoctk of geods sad secvicus having both their peurce and origia {a

Parazuuy,

SECTION 6,03, Blizahiiity Date., ZEvcept ac A.1,D, moy othervine
8gros in writing, no goods or sorvicos wey ke finzuced under the Loan
vhich eve procuved purguant to ordors or coniractn firmly ploced or
enterad into prior to the date of this Agroocent,

FEOTION 6,0h.  Gooda o4t 8nivices Mot Fivanced Pndor Lo .. Coods
and sexvicas procured for the Projeet byt not fisauncad vndar giie loan,
shall have thair eourvcae snd origin in countrics fesluded 4n Code ¢2§ of
the A.1.D. Geopvaphic Code Eock os fn effuct at the time crdera sre placed
for such goods acd gervices,

PLUTICH 6,05, Dmplemcnzstfon of Procuraicst Boguirecents. The
definftions applicsblo te tre olipinilizy requiranants cf dectioas 6.01,
6.02 acd 6,04 will be aet fcrth {n de*sil in Iiplenanteticn Letlars,

GECYION 6.06. Plcnr, Epccifications and Conlracts,

L) - et s ale ——

(@) Excopt 83 A,J1.D. tey othorwise agroa fn writing, Rerronr
8hall furanfsh to A.J.D. promptly upou preparaticn, all plens,
epecificationz, schedules, bid documonts and coutracts or
other arraugamente raelating to thae Project, and any
@odificatiors theioin, whether or not the goode and sorvicas
to which they relste are financed unler tha Loan,

(b) Except as A.1.D, ray othoirwise agree in writing, all plens,
specifications and echadules furnished pursusnt to subsection
(a) ebova shall be approved by A.1.D, in writing,
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tndommificetion received by Borrover under sach insurauce
shell ba used to raplace or repair sy weterizl damsgs or
any loss of goods {noured or shall ba used to raimburse
Borrowor for the replacement o repalr of such gonds,

Any ouch replscemeate shall hzve thelr scurce and origin
in countzies included in Coda S41 of the A.I.E. Geographie
Code Book es in offect at the time ordersa are plassd or
contracte are outered intc for euch replaceverte, snd chall
ba otherwiso subject to the provisions of tals Agreenent,

EBECLTON 6.09. Fotiffcation to Potaatinl Syppliars. Ia order that
all Duiced Stmtes firus shall heve thae opportunity to pérticipate {n
furnishing goodo and earvices to be fimianced undar the logn, Borrower
agvaes to furnioh to A,I.D, such information with regard thereio, snd
@t svch times, &8s A.X.D, may rvegquast in Irplacgntation lLattors.

Borvover will utilica, with reepact to geuds fin2uced uvrdar the Loan %o
wvhich Borrower talce title at the time of proturemcat, iuch reconditionad
Upiced 8tate: Covermwsni~cunad Ruicege Froperty 8s way be coasiateut with
tho requirements of tho Project and as mey bo eveilable vithin e rassonal
period of time, Beorrower shall sesk assistsnce from A.l.D. and 4.1.D,
will aseiot Borrvower in ascortatining the availabiligy of and {n oltsining
such Bxcees Propercy. A,1.D. will mo'2 arrangenents for any recasnery
fngpection of such property by Eorrowsr or ite ropracentativa, ‘Coats

of incpeetion aud of acquicition, ard all churgas incidint to th: travsfc
Lo Bovrewar of euch Eicess Property, w2y be fimancad undar the Lean.
Prior to procuremont of ery geods, other thau Mxcaus Preporty, flnsvced
undar tha lLosi mad after taving sought such A.1.D. assictance, Borrower
akzll tudicate to A.X.D. in writing, on the dsels of inforwztica theu
gvailable to it, either that such goods camiut bo made évailshle from
reoonditioned United Stetes Govarmzenteovnod Excess Froperty oo & tirely
beais or that the goods that can be msda aveileble are rot tachetically
suitable for uea in tho Froject,

8RCTION 6,10, Uaftod Eteres GoverscentrOwacd Excora Properfy.

PECTION G.1l1. Informaticn and Marking . Dorrowar ehall give
publicity to the losn and thae Froject &0 & progrem of United gtaten aid
in fuvrtharance of tho Allfance for Prozress and wark goods firavced under
the Loan, as proscribaed in Implementation Lsttere.
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ARTICLE VI

Dishurgenants

8ZCTI08 7.01, Disburgemenin for United States Doller Costs -
Iatitoze of Cormitment to United ftatos BsuLu. Upon s2tisfaction of
cenditions pracadont, Zorrower may, Erom time to tline, vequast A.I.D,
to isoua Latters of Cermitmen: for specifiiad artunis to ose or wora
tnitad Etates bavks, oatisfactory to A.1.D,, comitiing A LD, to
reimburse such bark or benks for paymcnty weée by them to contractors
or cuppliars through Latters of Cradit or othenwisn, for DBollaxr Coeta
of goods and servicea prucured for the Projest {n sccevdacec with tha
torma &ad couditicne of this Agream”nc. Payucnt by & baak to a confcockor
or suppliar will be made by the barl :pon prereatation of such suzporting
documsngazion as 4.1.D. mpy peegerilo 1a Lettevre of Cenailtaeat and
Implementitlion Lattera, Baazkiur charges fncurved in cormeetion with
Latters of Commituont asd Lstzars of Credit slinll bg for the eccount
of Borrowar and ney be financed undor the Loan,

BECTION 7.02. Bishirsenent fox Lorcal Currency Ceats, Upoa aai{sfaction
of conditione precndeur, Borrowat m?y, “frow time to timua requiat
digbursement by A.1.D. of local currcency for Lecal Curren:y Coste of gocda
and sarvices procured for tha Froject {nm accordance with the torms ard
cornditions of this Azrcenent by subcitting to A.I.D. such supparting
documsntation s A.I.D, nay preccribe in Igplemantatioa Letters, A,Y,D,
shall evke such dinbursencnis from locsl currcucy of Farapusy ovnasd by
the Duitod 9tates Governnicn: and obtained by A,1.D. with Uidted Ststes
dollers. Tha United Bcates dollar awcunt of the Loan diebursed uader this
8cction will be ths Unitad 8tatas doller egquivelont of local currency
disbursensnts datornined at the rate of cxchasge estechblished by the
Governxont of Paragucy for offic{zl erenssctions as of tha data of each
respoctive disturssment as definnd fn Section 7.04(b).

SECTION 7.03, Qthey Ferus of Disburnemant, Distursemenze of the
Logn mey alao be wmeds through guch otlier medas as Dorrower evd A,1.D, nay
agroa Co in writing.

BECTION 7.04. Frocudure for and Date of Dighurzement, DRisbursexants
by 4.1.D. shall ba deewini ¢o occur, (e) in the csan of disburawmants
pursuant tc Bectien 7.01 on tha date which A,1.D, nskes & diclursement
to Dorrowar, to its dasifmneo, or to & banking fnstituticn pursusnt to @
Letter of Commitment and (b) in the case of dlsburscmente pursusut to Bection
7,02 on the date wbhdch A,.I.D, disburgss the local currancy to Lorrover
or ite designese.
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SECLION 7.03. Temairal Doks_for Mishuracrant, Breept 2p 4,21, way
othorwise agres in weiting, no Letier of Cotuzitennt, ov other coriitmant
dovument vhich vy be callad for by sothez form of diskurcesent undar
$estion 7.03, or anerdnent therets, shall ba jssued in xegponse to ragucats
roseived by A.Z.D, forty ewo moathe afzer date 6f this Agreaaent and
o disbursenont ehall ba mude egsinat documontation racoivod by 4.%.D, or
ony beul degexibad {n 8sotlon 7,01 atoy forey elghit nmontig frow tho date
of thiv Agrasmere, A.X.D, at its aption, may a: eny bipa o tirue efter
suck date, reduce the Laan by #ll oz iy pars thoresf for which docrniveistie
s nat received by such dete,
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ARTICLX VIII

Eancellntion and Suepenaton

SECITON 8.01, Cavaallaticn by Borxcwer., Berrover may, with the prior
vritten consent of A.X.D. ccusel eny part of the Loan (1) vnich, prioxr to
the giving of such notice, A.1.D, has not disbureed or commitred 1iself to
disburae, or (4i) which hen wot then been utilized through tha jesanca
of irravocsble Latters of Crudit or through bank payasonts made other thea
under {rrevoceble Lettors of Oredit,

SLOTION 8.02. Mvants of Pefaule: Aeccolerstion. If aov ons or more

T Y et W vy

of the following eveunie (VEveacs of ﬁﬁﬁaaic") eanll cecury

(8) Barrovar shall have feiled to pay whoa dus 2oy inkerest or
tustalluant of Prinzinal required undar this dgrueuenty

(b) Eorrowcr shall have failad to ceaply with any other provieion
of this Agresmsnt, fnclueding, but witcbout limitazfen, tha
obligatien to eurry out the Project with dua diligarce and
efficlency; and

(¢} DPeorrover ghall have fatled to poy vhen due any interest or
8ny instellusal of Principal or acy other paymea? required
under eny other loan asgroement, any guszanly agrasment, or
any other agreemonz betuasa Borrowar or any of {is sgancies
afd A I.P., or suy of its prodecessor agencies,

Than, A X.D. may, 6% ite option, giva the Borrowe:r notice that all or eny
part of tha vnrepaid Frineip:l shall be die and paycble sizty (60) daye
tharonfier, and, urless tho Bvest of Defeslt {s remedicd to the aaiiafaction
of A.1.D. vithin cueh aixty daysr

(1) such uwnrepaid Principel and any accruced fntaract heraindor
chall bo due and payubdbie immadistely; and

(11) the ewount of gny furiter disbursements wade undor then
outateuding irrevo:able Letters of Credft or otheorwisa
ohall become duc &ad paysble s moon as made,

SECTION 8.03. Buspensjon of Disbursemont. In the evant thst st any
tima:

(a) An Rvent of Default has oceurred]

(b) An event occurs that A,I.D. determines to be sn extracrd {nary
situation that makes {t improbable either that the parpose of
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the Loan will be GZtained or thee Berrovor will be able
to porform {tg obligations under this dgrecnonty op

(¢) Auy disbursemang by A.1.B. would be in viclation of the
logislation Boveraing 4,1.D.

Then, A.1.D, Ry, at Lte option;

(1) cuspend or csneol cutstending ecommituwant documants to ghe
exntent that thay have not been utiliged through the isscance
of {rravocable Leitorg of Credit or through tack payments made
otlier than ynjer irrevocable Lottors of Crodit, in which event
A.I.D. shall give motice to che Borrovar prevytly tharcafeer;

(i1)  decline to wake distursements othar then urdey cutosending
comnfitment dsoumente H

(144) decline to faoue additional comed bment docusngs;

(v) at A.I.D.'g giapense, diveet thut tigle to gocde Efinanaod undar
the loeg ohall be trancferres to £.XI.D.. i the 3cnds ere from
& source ocutpide Farszvey, ere in o declivarat la atete, end hava
eot been offlosded 1n Fores of antry for Farsgusy. Any
disturscnont mrde o tc be made under ehe Loz wigh riapace
€0 such tranaferred goeds shall be daducted froe: Trinzipal,

ELCTTION 8,04, g(_ylgqﬁlj:‘lgjgg_;);lé,hpé Follouing any suspenclon of
disburserant FUrguant to Szetion 6.03, 4f ths czuoa or ctitns3 for such
sudpension of disbursaaents 8kell rot bave bean elinirated or corracted
within sixty (60) daye frox the data of sych ouepeasion, A.1.D, way, at
ite optiom, at any time or timej thercafter, cencol a1l oz gny pare of
the Loun that 13 not thex cither dipbuiged or subjact eo frrevecsbla
Letters of Crodit,

BECTION 8.05, _Q_ont1m_t‘g._._-.'_ngf_{g_gl_:iviqgg,g__g&ésix_maqg_g‘. Motuithatanding
any cencellation, suspanaicn of dirburgenent, or accaleruzion cf repeyment,
the provie tone of this Agrcement ahsl] conlicua {n full forea opd affect
until che payment {n full cf 411 Prircipal then duo apd tny accrued {nteract
harcundor,

BECTION 8.06, Rafunda,

(a) 1In the casa of Azy dishursement from fupds recofived under thig
Agroczant not suppcrted by vwalid documentation {n éccordance
vith the tarms of this Agreemont, or of any such distursement
0ot nads or uged {n accordance with tha terms of thig Agreenent,
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A.1.D. notuwithstinding the availability or excrcise of sny
of the othor ramedies provided fox undsr this Agresaent,

may reaquire Berrower to refund to ALID. such gmduat in
United Stater dollars or local currvency as epzcified by

A. 1.0, within thivey (30) doys after recaelpt of a vequcat
theresf. Huch arount ghall be made evallable fivet for the
cost cf goods ané ecrvices procured for tha Preject harcunder
to tho enteat justifiad, tha romainder, 1f eny, chill be
eppliced to iwstallmants of Frivcipel im the {nversa ordsz of
thaiy matwrity chaveby efifacting & voduction of the asncunt of
the loaa by the erwounz of euzh rempirder., Notwithstanding
any cther provisior of this Agresment, A.I1.D."s right to
raquivre & rafund with respzet to any distursemcat urdoer tha
Loan shall contiims for five (3) yeurs following thec dete of
such dichurgcueone,

(b) 1In thz event that 2.1,D., recaivee a refund froun sny coutraster,
supplier, or banking lvstituzion, or from any other third party
comasted with the Loan, wlth respzet to geodo or services
finsnced urder ¢he Lozsn, end such rofund rvelstos to &n umresscrible
prico £sr goods or sarvicee or to goodo that did ot conform
to spccificetions, or Co gervices that were imadoquats, A.I.D,
shel) firs: make such refund svailable for the cost of goods enmd
sarvicos pirosured for tha Pyoject hercunder, tn the exieng
Justified, the remcinder o bLe appiled to fnstollronks of
Principal in tha icverac ovder of thalr weturicy thewshy effecting
a8 reductioa of tho excun% of the Loan by the muwrmt of sueh
raozinuder,

8ECTION 8.07. Hipenwes of Collection. All reasonale conta {ncarred
by A.I.D. other then salerlen of 18 stafZ, in conncection with tho collection
of avy rafund or in econuection wits emounss duc A.I.D. by rcazon of the
occurrence of any of the eventr cpacified in Eccifon §.02 mey ba charged
to Borrowar acid shall be raivburaed to A I.D, by tha Borxtower in such

manncr 89 A.X.D, may apecify,

SRCTION 8,08, Homwlive: cf Reamedies, MNo reasorabls del2y io
oxoreising or onission oxavciss any right, powar, or romedy accruing to
A.I.D, under thts Agrearcnt ghell do construed 88 @ walvay of axy such
rights, powors, or rencdies,
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70 A.1.D,3
Mail Addreass U2LID Miceion to Paveguay
Asuncifin, Paveguay
Cable Addrogo: UZAYID/Faragusy

Apuncila, Parsguay

Other eddresscs nay be substituted for ths abovs wpea ths givizg of movica.
ALl wotices, reguests, commupicetions, smd doewwents subsitted ki 4,100,
hereunder ghall bo in Baglish, oucopt o5 &,.D. may otherwieo sprac in
writiog.

SECLIGN 9,02, Popresspiatives., For 21l putceses rilative o this
Agxaczent, Borrover will o2 repegssnted by the {ndividual holddng or
acting i the officc of Miainter of Pinmee aud A.1.D, will bs ron:zezsated
by the fadividusl helding or octing v tha offica of Dircetor, UIAID
Kirsion Lo Pareguzy. Bush individusle ghall have the cuthorizy 2o
desigrnute additicncl repveseatstivas by writtea notlco, 3Ia tiz2 wpeul of
aoy replacement or othav dogiguation of 6 reprecantative hovoundar,
Boxrover shall gubmit a4 statemint ef the rapresciteiive’s oz &od a
sprcivar signature {n forw A/ suhptonce saticfecrery to A Z.D,  Uaril
xooaipt Dy A.I.D. of wwitten cotfes of roveestlon of che aulhrviiy of the
duly sutitorized vepreacniadives of tha Bovroicr dosignatad pursu-ng €o
this Jectlonm, Lt way eccept the eipncture of ary gush reiroenslaziva or
Tepresanintives oen any insiruceat a5 couclunivo evidencs that sny actica
effzeted by such fastouwreur 15 duly euthorized,

GICYION 9,05, Implencmiction ledters, A,1,D, sball frea time o timo
lacue Inplemontation Lotiers that will prescrite procsduren apulicssls
hereunder in comneution With the Leplrmantatica of this Acrec . :at.

IWCTION 9,04, Fromizcovy Nozas, At euch time or Rinan aa A, I.D,
mey request; Borroucr slwell dssus prozicsory notas or wmuzh ciier evidanga
of indehtodness with rospact te the lean, in euch forn, rontaingi 3 ouch

terns snd supported by such legsl opinions ez A,1.D. way vecusaa:ly requask,

BECII0N 9.05. ZTeuminmatior Upon Fv1) Poyiant, Bpon repayne.t a full
of 2riucipsl aud payuont of all ecorued fnterest, eafe Ajracn =t avd £l
obligationz of Borrxover and A,1.D, thersundar shiall torzinata.

8ECTION 9,06. Differamsa in Meanine, Tha English lanpuige vorsion
of this Agreassut sball bo uaed to revcive differcnces in oo sing botwaen
the Rnglish vorsion and the Spinioh varsiom,
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TR 00) (000) (000)
Asgeto actual
Cash in banks 12 41 21 51 50 108 U8
Loans receivable 79 500 865 1438 2270° 3530 |
Fixed masets less dep. 31 47 63 73 85 us A
Other assets 2 7 10 20 20 30 ‘
Total Assets 124 595 959 1582 2431 3843
Liabilities and Capital
Current liabilities 10 25 bl 55 70 75 |
Loans payablo 12 4oo 802 1343 2128 3318 '
Share capital 22 55 1006 185 308 a7 :
Reserves ' 4 70 78 80 82
Donated capital 72 o8 LO4% 114 114 114
Profit and Loss (1) " (.07 (180) (246) (269) (243)
Total Liabilities 124 595 959 1582 <431 304%
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Suffictent marketing/eervices cooperatives to service
the small faraer members of the rural credit unions;

Twenty thousand small farmers receiving credfe, farm
supplies and marketing/scrvices through cooperatives;

Small farmers receiving an {ncreased return of 25% on
the sale of products because of services provided by

Small farmers' {ncome increased at least 50% after five

The small farmer's fnexpericnce in using modern farm

The small farmer's conseivative attitude toward chang-
ing his production function because his subsistence

The lack of small farmers with the management skills
required to administer the affairs of a cooperative;

The relatively short t{me that both cooperative {nst{-
tutions and their Centrals have been in existence.

The technical ass{stance provided to this project will
produce local managers who can effectively administer
the cooperatives and Centrals (supported by experience);

The market services cooperatives can operate more
efficiently than the merchants, truckers, informal
producer's committees and other marketing organiza-
tions upon which the small farmer must now depend

Prodect Ghiectivaes
1. Porty viable rural creditc unfons;
2.
J.
4,
the marketing/scervices cooperat{ves; and
5.
years participation {n thims project,
Restrnints to Progrean of Project
l.
technology and formal credit;
2,
situacion leaves little margin for fatlure;
3.
4,
Critical Assumptions
1.
2.
(supported by experience);
3. The swall farmer desires to fmprove his income
(supported by experience) ;
4,

The small farmer will uge credit from a formal credit
institution 1if he receives technical assistance
(supported by experience);
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5. The small farmer's income will increase by 25% due
to savings on inputs and higher prices for outputs
(supported by experience);

6. The small farmer will adopt sufficient new farm
techniques in five years to increase his annual
productivity by 5%, (The Paraguayan small farmer's
increase in productivity for the 1963-72 period
averaged 0,8% per year, Productivity increases
of participants in the grant projects have not
been measured,);

7. The small farmer, in recturn for the promise of a
future loan, will place his money on deposit with
a credit union at a rate far below that paid by
other savings institutions (supported by experience);
and

8. Rural credit unions, composed of farmer and non-
farmer members, will take advantage of AID funded
credit which {s available only to farmer members,

F, Target Group

The target group is farmers who cultivate less than 20
hectares. This group has been virtually excluded from GOP agri-
cultural programs even though it numbers an estimated 165,000
and produces 60 percent of Paraguay's agricultural products and
40 percent of her agricultural exports.

G. Desired Income Increasc

The desired increase in net income after five year's
participation in the project {s at least 507. (This objective
would be reduced in the case of a small farmer who is using
modern technology before entering the project.)

H. Sufficiency of Project to Produce Desired Income Increasge

The small farmer should increase his income by about 25%
during hie first year's participation in the project even without
changing his production methods, This increase will result from
savings on inputs and higher prices for outputs, During 1973,
the marketing cooperatives purchased cotton from their members
at prices averaging 25% more than could be obtained from cotton

merchants and truckers. Fo- noybeans the cooperatives offered
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average prices of 40% above competitors. The members also saved
an unknown amount op the inputs purchased from the cooperative,

The 50% objective can be achieved only if the small farwers in-

C¢rease their Productivicy,

gencrate an annual productivity increage of about four per-

IV, Description of Project

A, Introdution
———-0dution

The operations of C€REDICOOP and UNIPACO are compl{-
mentary and support the overall project goal of increasing smal}
farm productivity and income, Each i{nstitution has an organiza-
tional network through which the gervices will flow to the final
beneficiary, the small farmer. Some benchmark data regarding
the income of small formers wi]l be provided in the CAP, This,
along with subsequent data collected during the implementation

11

of the Project, the financial benefits derived from this loan
should permit the Phasing out of the grants over & four-year
period, At the end of the perfod, both organizations are to

be self-financing; however, an additional loan with concessiona]
terms to CREDICOOP would be required to maintain the rate at
which {t establighes additional rura] credit unions,
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The objective of reaching 20,000 of the estimated
165,000 small farmers living in Paraguay is admittedly modest;
however, 1t 1g realistic and would reach about 10 timeg more
faruwers than any previous Paraguayan program of this nature,
In addition, thig Project will build the atructure needed to
reach many more, Credit unions will be establighed in 40
rural population concentrations of 10,000 and above; therefore,
they would have the Potential to serve all the small fermers
located in a rura] population concentration of 400,000. (Para-
guay's total rural Population {ig 1,473,496)., 1n addition, a3
these credit unions mature, they plan to open branch offices
in rural concentrations as small ag 3,000 people.

members and the capacity to service 20,000 small farmers, Since
it earns money on each unit purchased or sold, providing '"free"
services does not upset its profit picture, For this reason
UNIPACO will have marketed cropr for about 6,000 small farmers
in 1973, even though itg membership is aboyt 2,000, FPree ser-
vices, however, are to be discontinued after a couple of crop
8easons i{f their recipients do not Join the cooperative,

As set forth {n Section 6 of thisg paper, this project
grew out of a dual grant effort to Support the development of
marketing services and credit union cooperatives, These two

System of credit unions paralleled by a fystem of marketing
services cooperatives, The Centrals will work to organize
warketing cooperatives in the same locales ag the credit
unions sgo that, to the maximum extent possible, the game
small farmer 1g targeted by both syatems, This 1ig happening
NOW on an ad hoc basis.

The Migsion has consistently discouraged the formation
of "multigervice" cooperatives because of their high rate of
failure in other countries, It seems far more feasible to eg-
tablish new cooperatives designed to do one chiug well, than
to overencumber them with diverse activities, Consequently,
UNIPACO will make farm supplies available at savings to
farmers but not provide production credit, thereby encourag-
ing farmers to uge production credit from their credit unions,
Their activities, however, are closely conrdinated and USAID
advigors a8signed to thege organizations meet at least twice
a month for coordination purposes. To ensure that similar
coordination continues, the CREDIOOP will have on its Board
of Directors at least one member of the Board of UNIPACO,
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Since both borrowers are still relatively new, not
thoroughly tested and in need of additionsl management exper-
ience and talent, there is an element of risk inherent in
this loan proposal., These shortcomings have been addressed
consciously by the Mission, and the conclusion reached is that
the project is conceptually viable, Considering that the loan
will not become operative until mid-1974 at the earliest,
there is ample time to continue working with both prospective
borrowers to overcome some of the weaknesses noted at present,
For instance, both CREDICOOP and UNIPACO will establish train-
ing programs where the copperative managers will be acquainted
with their operations and taught basic concepts of motivating
individuals, developing ideas, and strengthening reporting
systems, In addition, those involved in marketing will be
trained in the techniques of purchasing all types of crops and
in the solutiop of marketing problems. For AID to delay this
loan assistance would result in a loss of the momentum gained
to date in developing sound cooperative movements in Paraguay.

B, Credit Union Central - CREDICOOP

The $2,000,000 in AID loan funds will be funneled
through CREDICOOP to the small farmer credit unions. During
the disbursement period of the loan, the Central 1s to reach
a lending volume that will make it self-sufficient.

In addition, the Central will be capitalized by a
one-time charge of five percent of the principal amount of
each loan it makes and by requiring each member credit union
to deposit 2,5% of its savings with the Central, Other income
will be derived from charges for certain services (auditing,
selected education courses) provided to credit unions and
from small (§0,15) annual membership fees for every individual
member of the credit union., The projections indicate that this
loan and capitalization strategy will allow CREDICOOP to main-
tain itself and to expand itas operations slowly with noncon-
cessional loans after the loan is disbursed, Nevertheless,
an additional loan with concessional terms would be necessary
to maintain the membership growth rate of small farmer credit
unions.

The experience to date of the rural credit unions
that have operated fa an entire year shows that the month
of highest credit demand is December and the wonth of lowest
demand is May, The difference in the quantity of credit
demanded is over 200%, Because of this large fluctuation,
the Central has been searching for a way to regulate its
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funds so it will be able to optimize earnings a.d also have
funds available for small farmers. It is now studying the
possibility of making 50- to 180-day operating capital loans
during the slack paziods to the artisans and small business-
men who are membexs cf credit unions., The Mission would
like to keep the roilsiers available to small farmers with-
out interfering with tlie profitability of the Central's
operations, The Missiun tentatively plans to earmark loan
disbursements for small farmers and in some way try to glve
them first claim on rollovers.

C. Marketing Services Cooperative Central UNIPACO

The loan funds of $1,000,000 will be used for the
construction of the most urgently needed permanent storage
and drying facilities for soybeans, corn and wheat so that
UNIPACO's operations may reach a sustainable level of growth
and activity. A portion of loan funds will also be used to
purchase specialized equipment needed for handling and pro-
cessing the products bteing marketed, While it is not the
Mission's intention to provide funding for all of UNIPACO's
anticipated needs at this time/to push its expansion to any
given target size, sufficient funds are included to allow
it to expand its operations rapidly in value of products mar-
keted by roughly 300%., This expansion will enable it to
adequately service the 20,000 small farmers targeted for
this project.

Final studies of equipment to be procured are in
progress, but the following appear likely:

l. 6,000-ton grain terminal and

dryer $ 250,000.00
2, Compact feedmill and warehouse 100,000.00
3. Pertilizer equipment 50,000.00C

4, Cotton gin and storage equipment 400,000.00

5. Soybean solvent plant for soybean
meal 200,000,00

TOTAL: 21|000.000.00
SI—

D, Disbursement Period

The disbursement period of the loan will be four years
for CREDICOOP and three years for UNIPACO,


http:200,000.00
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v. Financial Plan

A, CREDICOOP

The Mission believes that grant funding, already
programmed separately, should be continued for CREDICOOP
until 1978 as planned., By that time, with the assistance
from the grant and the proposed loan, CREDICOOP should be
substantially self-sufficient,

A grant was made to CREDICOOP to finance credit
union promotion activities., With this the Central makes
an "incentive loan" to a newly-formed credit union so that
no member will lose his savings fhould it fail. If the
new credit union survives, and all of them have so far, {t
repays the loan to the Central and the Central uses it to
make another "incentive loan'", If the credit union liqui-
dates, it need not pay back the loan. In addition, $155,000
is required to cover the Central's operating expenses for
the first five years. This ranges from 100% the first year
to six percent the fifth ,-~ar,

This budget support and the relending spread un
the AID loan i{s to enable CREDICOOP to pay a dividend on
credit union deposits in the fifth year, assuming it
receives proper technical assistance.

B. UNIPACO

The financial projections for UNIPACO will be
completed during the month of November. The advisor
believes that with some grant budget support and the loan-
financed fixed assets, UNIPACO will be able to obtain its
remaining capital requirements from commercial sources.

C. Technical Assistance - (CREDICOOP)

Grant-financed technica’ assistance will consist
of: one full-time credit union advisor for the life of
the project, one financial specialist for two years, and
limited short-term assistance as nceded. Forty-eight
Central and credit union personnel will be trained in
such subjects as finance and agriculture credit adminis-
tration,

Commodity funds will be utilized to provide
vehicles for the Central and office equipment for new
rural credit unions as they are established, Other local
cost funding will cover local training courses, local and
invitational travel, and miscellaneous expenses.
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SOURCES AND USES OF FUNDS

(Us_$)
SOURCES OF FUNDS
1. AID $3,575,000
(a) Loan $3,000,000
(b) Grant 575,000
(1) CREDICOOP (475,000)
(i1) UNIPACO (100, 000)
2. CREDICOOP Contribution 400,000
3. UNIPACO Contribution 300,000
TOTAL: $4,275,000
USES _OF FUNDS
1. CREDICOOP $2,875,000

(a) Production Credit $2,000,000

(b) Operating Expenses 400,000

(c) Training 475,000%
2, UNIPACO 1,400,000
(a) Equipment 1,000,000

(b) Operating Expenses 300,000

(c) Training Program 100,000

TOTAL: $4,275,000

* Includes 'Capital Reserve Funds' for loans
to credit unions and for initial operation losses.
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De Technical Grant Assistance - (UNIPACO)

AID will finance a cooperative advisor for three
years and one marketing advisor for two years, Eighteen
UNIPACO personnel will be trained in different aspects of
cooperative administration and marketing of agricultural
commodities,

/VI- Background
A, Summagx

Notwithstanding the large number of small farmers
in Paraguay and their importance to agricultural production,
most of these producers have no source of commercial credit
and their productivity is generally very low, Several years
before USAID initiated credit programs in 1969, the Credito
Agricola de Habilitaci6n (CAH), a coOP program designed spe-
cifically to serve the small farmer, was decapitalized
because of a combination of political interference and the
financing of ill-conceived projects, The National Develop-
ment Bank was not lending to the small farmer becauge it
was too costly to handle the loang and because most of
these farmers were not in possession of the necessary
collateral or legal land title required for obtaining
credit,

Today CAH continues to be ineffective, lending
to about 2,500 small farmers for physical inputs only.
However, small farmers are now receiving credit through
a4 new delivery system, the rural credit union, The effec-
tivencss of this new Bystem is demonstrated by the National
Development Bank lending to small farmers through rural
credit unions established with AID grant assistance,

Today, the small farmer who is participating in
UNIPACO activities is beginning to recefve effective
assistance in the purchase of his inputs and the market-
ing of his outputs, This assistance {s provided through
the marketing services Cooperatives that have been estab-
lished with AID assistance. The credit unions and msrketing
cooperatives have been instrumental in Creating what is
Paraguay's first self-help development program for small
farmers, They, with the participation of extension agents
and others, assist the small farumer to analyze his soil,
select inputs, sell outputs, develop investment plans,
and obtain credit,
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B. Credit Union COOperatives

The credit union advisor arrived in February,
1970, Since then, the credijt union movement has Progressed
a8 indicated below; and recently, with the strong support
of the Minigter of Agriculture, a credit union Central wag
chartered,

March June

1970 1973‘__
Total Number of Credit Unions 8 23
Number of Rural Credit Unions 2 15
Total Credit Union Membership 2,992 8,000
Rural Credit Union Membership 292 3,000
Rural Credjt Union Savings $3,300 $103, 300
Loans Outatanding in Rural

Credit Unions $3,111 $109, 285

(In the Preceding tabulation, figures shown for all credit
unions include the rural credit unions,)

one accountant, one administrative assistant and one
education 8pecialigt, The Ministry of Agriculture ang the
National Development Bank are Providing CREDICOOP the ser-
vices of an agricultural technician and 4 finance specialist,
and four peace Corps volunteers are assisting {n credic
union promotion work,

agents to the ¢redit union and its members, There exten-
s8ion agents &re avaflable to instruct Broups of menbersg
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Another element of technical assistanc2 based
primarily upon farmer to farmer communication is the demon-
stration farm. The extension agents and cooperative leader-
chip look for three or four small farmers belonging to each
credit union who are willing to try new methods. Cooperative
members are invited to visit them and to witness the results,
The credit unions and marketing services cooperatives promote
the methods used on the demonstration farms and inform their
members of the cost of the inputs and the financing arrange-
ments available from the credit union for their purchase,

To complement the technical assistance, the
credit unions are now implementing a Directed Agricultural
Production Credit (DAPC) program which provides special
credit policies to small farmers. These policies include
(1) post-harvest loans to cupport the farmers until their
crops have been sold and payment received, (2) a prerequisite
that each borrower attend a certain number of class hours
given by the credit union or an ext:nsion agent, (3) the
availability of short-term (less than one year) production
credit loans, and (4) special consideration regarding loan
collateral,

To date the rural credit unions have limited their
lending activities to farmers with less than 20 hectares.
This policy appears to have enabled the credit unfons to
service their members satisfactorily, However, the Mission
is not ready yet to define a small farmer as one who farms
less than 20 hectares, It will try {nstead, du. 1g the in-
tensive review, to develop lending criteria based upon such
factors as the amount and quality of land owned by credit
union members, the type of farming in the commun{ty, and
the consideration of farmers who are not able to obtain
credit from other institutions.

The Mission's choice of reaching the small farmer
through cooperatives addresses two problems that have arisen
in such programs that were govermment administered: (1) the
high costs per farmer assisted and (2) the decapitalization
of swmall farmer credit programs, The cooperative operating
rcuts can be reduced to a minimum because assistance can be
given to groups of farmers and, also, a properly function-
ing cooperative is able to obtain voluntecr work from its
members. Regarding decapitalization, the client-owned credit
union with democratically-elected leaders is essentially free
of political influence and has a strong incentive to be
responsive to its membership and to keep {tself econocmically
viable., Additfonally, with respect to this project, the credit
union and marketing services cooperatives can coordinate their
operations, which {s highly desirable but hardly feasible
to do with a government agency.
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In dollar terms, the current operations will increase 426%
from $380,000 in 1972 to about $2,000,000 in 1973, The prospecte for
future growth are highly ancouraging because of the increasing demands
for agricultural products, rising world prices and better management
of farm operations., UNIPACO has made spectacular gains in its oper=-
ating capacity, but as a new organization it has experienced consider-
able difficulties in obtaining the large amounts of operating capital
it requirer,

Operating capital is needed to maintain an inventory of
faputs such as seeds, fertilizers and pesticides, and to make cash
payments to farmers for crops, Farmers, understandebly, are reluc-
tant to part with their produce unless a cash payment is made at the
time of collection, UNIPACO originally requested that its loan cover
operating capital and fixed assets, Hovever, UNIPACO now agrees tha:
1t can use the loan financed assets as collateral to obtain ita opera-
ting capital requirements from commercial sources,

VIiI, Feaaibilitx

One of several aspects of this proposal which requires special
attention during the intensive review is whether the borrowers have
the technical and financial ability to carry out the project with
AID assistance, Another ig the question of what impact the AID assis-
tance will have ultimately on the small farmer, How can we insure
that there will be some beneficial change in his status?

With regard to the first question, the Mission !;as been working
through grant projects with each borrower for several years and has
a good understanding of how far each has developed in an institutional
gense since its inception. A CUNA advisor has been working with the
credit union movement and another advisor has been working with UNIPACO.
Both are aware of the prospects of each borrower organization for the
effec:ive use of AID loan assistance, and they and the Mission are corn-
fident that the project will be well executed,

UNIPACO is expected to utilize loan funds more rapidly because
its portion of the loan program will finance the construction of
facilities and equipment procurement, both of which can move quickly,
1f the growth of WNIPACO is anything like that experienced in 1973,
the net returns to the farmers should increase by 25% during their
first year's participation in the program. In the process UNIPACO
will become more efficient and be able to pass increasingly greater
savings on to 1ts members, UNIPACO has sufficient experience to
contract for the construction of the facilities required and to
procure the equipment to be purchased under the loan,

On the credit union side of the loan, it is felt that the project
can be successfully carried out without serious difficulties, A



-B-

redoubling of effort will be required during implementation to stimu-
late the formation of new credit unions as well as to attract more
members to existing ones. The education of small farmers in the
need for and use of credit will be required., Training will be under-
taken to ensure proper management of credit unions, All of this will
require time so AID loan funds are expected to flow somewhat more
slowly on this part of the project,

The second and perhaps most fundamental aspect is the question
of determining the effect of the AID loan assistance on the small
farmer, As part of the CAP preparation, the Project Committee will
be gathering as much data as pogsible about the small farmer and his
farm operation, Unfortunately, very little basic data exist in
Paraguay to permit an analysis of how the small farmer might use and
benefit from the availability of additional production credit. Data
held by the BNF and the credit unions will be examined, Statistics
collected by the Ministry of Agriculture on the small farrer seem to
be good but only show production data by volume and value, Virtually
no data exist on the farm input or cost side to 8ive a reliable pro-
file of the small farm operation as a business. Little data exist on
the types, amounts, rnd values of labor used for a given period.
Nevertheless, one famm management study has been done of 30 members
of one credit cooperative, Although the sample is quite small, the
study is well done from a methodological standpoint and should be
ugeful,

An additicnal source of data will be a survey of small farms
initiated in October;, 1973, under an AID/W/TAB contract, by the
Paraguayan Center for Sociological Studies, Although this survey
was not conceived to serve the purposes of the proposed loan, it
will gather economic data at about 500 farms, The Center will be
asgisted by several U,S. technical advisors, and the Mission intends
to coordinate the sampling techniques and content to serve the pur-
poses of this loan as much as possible., Conclusions will be drawn
about the impact of credit on the small farmer and included as part
of the CAP., At the point of interpreting the available data, some
assistance may be requested from the LA/DR analysis group since it
has had prior experience in using small farmer credit data from
other countrijes.

Beyond the data to support the CAP, tBe Mission hopes to
gather data on a routine basis as part of the project so as to
measure more precisely how the loan funds are being used and what
results are being obtained from the project, The credit unions
taking part in the project will be the sources of these data
since they will be dealing directly with the small farmers we are
tryin; to analyze,
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VIII. Environmental Considerations

This project will involve the increased usage of fertilizers,
herbicides and insecticides; however, the net effect on the environ-
ment will be negligible,

1X, Other Internatjional Donor Agency Participants

Lending to the agricultural sector for production credit
(including livestock) by the IDB and IBRD has been reasonably exten-
sive, but the amount of money directed specifically to the small
farmer has not been great. The NDB is presently implementing a loan
for $8,000,000 from the IDB for agricultural credit tied to the pur~
chase of physical inputs for medium and small farmers. However, the
National Development Bank is organized primarily to lend to medium
and large farmers., It serves small farmers only through loans to
credit unions. Because of the NDB's orientation and the IDB's
requirement that the loan proceeds be used to finance physical
inputs only, most of this loan will go to medium-size farmers.,

The IDA has also made three loans for a total of $15,394,700
to the Central Bank of Paraguay principally for livestock production,
These loans are being disbursed through the Fondo GCanadero of the
Central Bank of Paraguay. They are almost fully utilized and have
flowed almost entirely to large ranchers. 1In addition, the IBRD
recently advised AID of its interest in making a new loan in the
future for agricultural production which may include small farmers.
An FAO/IBRD appraisal team is now making preliminary analyses in
Paraguay to determine the need for this loan, the amount, and the
Borrower institution,

X.  lssues

A. Loan Terms and Grant Funding Support

1. CREDICOOP

A detajled financial analysis was completed for inclu-
sion in PROP number 526-15-110-050,2, which was approved June 20,
1973, This analysis assumes grant support to the Central to cover
part of its promotion and operating expenses and access to funds
from a $2,000,000, 25-year, three percent loan with a grace period
of seven years and interest at two percent during the grace period.

The projections based upon these financial agsump-
tions show that the Central would be able to pay a two-percent divi-
dend during its fifth year. Since this is projected to decrease to
one percent two years later, payment of a first dividend of two
percent is questionable, The non-payment of dividends on the increas-
ing credit union deposits required to capitalize the Central has a

significant effect upon the "effective" interest rate paid by the



«]l7=

credit unions for loans from the Central, During the cooperative's
first year as a member of the Central { t pays an effective interest
rate of 6.5% on six-percent loans from the Central, The effective
rate increases to 7,5% during its ninth year with the Central,

Two points of concern to the Mission arise from thes
financial projections, First, the nonborrower has little incentive
to deposit his savings in a new credit union during its first five
years, Second, the effective interest rate on the Central's loans
approaches the eight percent at which credit unions can obtain
loans from the National Development Bank, The Mission would like
the Central to increase its dividend paying capacity, which in turn
will enable the credit untons to do the same, To achieve thi s objec
tive, the Mission supports an increase in the interest charged by
the credit unions and strongly urges that CREDICOOP receive the
programmed budget support and a loan on the most favorable terms
available,

2, UNIPACO

A detailed financial analysis for this project will b
performed during the coming month, so no preliminary financial data
are available at present. The technical advisor believes that some
budget support will be necessary,

B. Guarantee

During the next few months, the Mission will review the
question of a guarantee for thig loan. Our preference will be to
have the GOP guarantee this loan, but we would also like to deter-
mine if the guarantees of the two organizations (CREDICOOP and
UNIPACO) would be acceptable to AID if a GOP guarantee is not possibl

X1, Intensive Review Procedures

Immediately upon approval of this IRR by AID/W, the intensive
review will be started by the Mission. The project Committce get
forth below has been conastituted and will carry out the intensive
review and prepare the Capital Assistance Paper, It is expected
that the review will be completed and the CAP presented to AID/W
by April 15, 1974,

The Project Committee will draw on the following outside sourc
for data or expertise while preparing the CAP;

&, Paraguayan Center for Sociological Studies.A 8ix-month
survey funded by AID/W/TAB with U, S. technical support
is scheduled to begin in October and provide (among
other things) input-output data on the small farmer,
The Mission expects to have at least preliminary data
available for use in the CAP,



b. The services of a farm management specialist will be
provided under the Mission's USDA (PASA), He will
visit Asuncién for three weeks in December, His
report will be used in the preparation of the CAP,

€. Two of the existing studies on farm management in
Paraguay prepared in the last two years by the
Faculty of Agriculture and the Instituto Inter-
americano de Ciencias Agricolas will be reviewed
and, vhere possible, the latest data will be used
to determine trends in farm income movements, One
of these studies 18 of a credit cooperative,

d. TDY assistance from LA/DR will be decided upon dur-
ing the review of this Paper in AID/W. However,
guidance from the analytical group on the collection
and interpretation of farm-level data before February,
1974, would appear useful, Also, one cooperative
organizational specialist would be useful to review
the CAP prior to final drafting in March, 1974,

XII. Project Committee

The following Mission personnel have been designated to form
the Project Committee:

Henry L, MILES - Capital Development Officer (Committee Chairman)
Julio C. BASUALDO - Assistant Capital Development Officer

Robert W, ADLER - Mission Economist

Lyle F. LAUTENSCHLAGER - USDA (Statistics Advisor)

William P, SCHOUX - Assistant Program Officer

Sanford W, WHITE - Rural Development Officer

Advisors: Carlos FLORES - CUNA Credit Union Advisor (CREDICOOP)
Stanley BEDNARCZYK - ACDI Advisor to UNIPACO

Approved: Oliver L. SAUSE, USAID/Director






























