
U14' A*.,')1.1 E D . .
 

OPERATIONS MEMORANDUM
 
TO-Mr. lNaui ititi IA/IR/It1)-AI)D/\N 	 t!A I /t, 

FflO it. WV." Allien, l.in, nciaI A' btiy !t ;IK;I(/FM 

SUBJECT: 11 	 eportt on l*.'mnciatl Ani lysis of the USAII)/"ARAGUAY CREDICOOP 

REF: P -J6 

[--i
 

1. The 8ubject report is attacIl:ed in draft, form for your 

imnmediate iise since there appears to '-e a great deal of urgig ! ' 

concerning decisionl which need to be n,ade oil the project. 

2. In order to providc, as imich infori-tho-n at poss ible in 

Lhe ti me fialme r eeded, v'ry little w rlk wtould be ,acco1npliHhed on 

member credit unions of (iKI)CO01). l'() do, i,,\vwlld require at 

the l1miniflllil ii cs. imlit.d inl;i-mlVl tll.to ,c clililltl dtI, compare and 

analyze the data. After review (If the !;ituatio)n it was determined 

that the best c(liis, of action w mld be to start with the know situation 

of 	1974 and 1975 and prepI ;tre r' .isd projections based on the actual 

Tle 19-11 'and 1)75 figures used in the revised projectionssitliatio .
 
at, apro,:rimate but e''ry clear,t to, actuil.
 

1. St t ,on I11 with txhibits A aid B - Financial St itemnents 

of CREIC(O!, Set. Ifon IV vi tE l.xhibits C arid 1) - Delinquent.ny, and 

Section V ill i.xhibit 'F - Revi,'ed 1Projve ions /Cash Flo are the 

sectilns '%h iih pre, tnts tilt most important part of the review. The 

other Setfions of the, report are primarily inforlative with opinions 

fo rmied du rink tltc r .iew. 

Attachments: a/s 

cc: Mr. Allen, A1D/W 

BWA;ff; 

L 
JNCLASSIFIED 

I DS-682 
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OPERATIONS MEMORANDUM 
hTO [)an C,ol), I.<,,,,l-A l % !1/;176 

A 
[riUM . %k. Allen, Financlil Analyst 

SUIflC-CT R epurt on Yinancial Antlyiin of the UAI)/FAlACGUAY CltfEJICOOP 

Fl
 

1. The subject report is attAched in draft form for your 
immediate ume nince there appearsi to be a great deal of us 1t 1 
concerning deci..ion which need to he made on the project. i" 

2. In order t- provide .i i rituch infor.nation as possible in 
the tit-ie fraivie neelded, very little work Wuuld be accomplished on 
iiembrr credit unionw4 of (;RFA.I )CU)OP. To do at) would require at 

the ininimum an etiirimated nwir-mionth to accumulate, compare and 
analyze the data. After review of the Pittuation it was ditoermined 
that the bent courne of Action would be to start with the know situation 
of 1974 and 1975 and prepare reviued projections based on the actual 
uituation, '1hc 1974 and 1975 figures used in the revised projections 
are approximtatt, but very clone to actual. 

3. Section II with I:lxhlbits A amd B - Financial Statements 
of CISeI'IC(XA, .ection IV with Exhibits C and D - Delinquency, and 
$,eCtion V with Vxhibdt Y; - Rlevi ed Projections /CAsh Flow are the 
mectionm which prenentn tY.r most important part of the review. The 
other )ection.i of the repor! are primarily inforriative with opinions 
formed during the review. 

Ai.tachmientt: a/s 

cc: Mr. Allen, AID/W 

BWA ff; 

L 
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been received for Uctober and 2, reports for November and of course
 
Uecejiber reports had had to
not time be prelared and transmitted. bome 

credit nions apparently have a hapharzard attitude about subrritting 

reports wnile others do not fully prepare the reports. One of the
 
problems in getting 
the rejxrts submitted to ChiWiCUP appears to be poor 
methods of being able to transmit tne reports, Lowev-r, it would apr ear 

that this may anbe excu;e in some instances.
 

No other inforration 
 or report other than tnis abcve n'.i ,red 
report is required on a regular bas's. Any other information neded or 
required is ostainea by special ref-ert theor Crn Wi, P em;lo',: rrke 

trips to ;;repare tae ot'"
 

F:r an i ', tt;rivinr , well :ara.-ed and :rmncedf or1,;Lnization 

the :nforuati -)n sf:nlitted '*oi:IA1,1 L iu'f ci,nt an,. • rtt e Cts it
 

prot.--:ly rias ber ;uf!*iciunrt 
 due to size and :-ct vit'., of tt,( r.- ent
 
or.'ai, i.luln. 
 .L,. ,vr , wi t% the c,,nte,:l lat td oa. in, tric re c:C)*.E- nded 

r-anc it (expe.r., it wo,.Id welii "o review:,e tti, area if rejx;rt'ng and
 

iII,r',.,ve the , t,em.
 

Upon r( c,] pt ,f tht 
 report! f'r,m the red,, t i'n i ns, jk~rr.o..ne1 of
 
C;U,, 'k revi-e 
s t, nIm Ior" J,:'-ue i,are-,is w! icon "ict.2 in should be ta,,en
 
an-il a itat 
 :t C.-2 ret' ort .': 'prei.ired fc, r use of Ce.trl-. e 
CI A Advi..,)rs. In '.-,der to ,,t "ter i;-. ] repi c of the 
crnlpetu orga:i ,,u',tn and t. oe ac . to pin-p- int ir.,lem areas it wonld 
be we i to ;k.ri d: -a. iy 1'rei,%ru cI,r,i idated .tatei;. rts of all rentmer 
£gredit n ions. vreatA deal of analy:.;s could be acc)mplished from such 

a report. 



- 10 -

RtjI~JADATUNS; 

A. 
Efforts, probably best through training, should be made to get
more timely and better prepared reports from the redit Onions. 
D. 
The recomnended creditcooperative 


financial 
expert should review

1' I-othis & and make recoar, endations for improvement.
C. CaI LUICUP- should begin to prepare (,uarterly consolidatedfinancial reports on the Oredit 11nions for information and analvtical 

pUrposes.
 

lV. AL4! L,.urjir" 
UelinLiuent loan rates nav:, been and ; s a matter of grave concernlfor the Oredit 4lnoris and in fact is one of the rr-jor, if not the major, 

problem at the ;rk:ct. 

t.1i bit C ,. been ;;re; red i ' pr the totalof Carl;iCI,uY a, ,.e 
loan prtfoljo 

a ir; , the :l iin; uc,nt io.--l and includin?dele1inqu eny various 
rat. c :,t , . 0E,:;e varjou. 

* , rc rate-; navec*Jz.J.tf d Ceen 
vt a :.,to C'' 1 t, ctC U.e urcO d.it, o, ",.anv ' u;t.,Which h'e -'zoi e 1'r" f

c;a 
II'ir 7 Wt,t c)nr;t t, C. :' nqanquency rate. 

r thc aasw:,p;tin t :t tiie total -am.-,nt 
t 

f tr tm;;paid loanhal 3.nlce c,-,,., 1 e t:,,. :,.: a a;..*'nt i o n s-,ed WK;:e a b(ar, is amo 'rt,ze :, nope tf ,r,(),n, t ;Ind t ni , t t, -i'surift ion C:trndIC OPu',es, t;I-n two ousnet or co:npLuting the dejin(utnc,,- rate constitutes thenorm. One in t,, ratio ' the total delinquent loan anount
umadjy over a 

to total loansfxriod of time wlich is computation A. in Ihibit C. and' shows 

http:c*Jz.J.tf
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ben'maecost i tte e untd aehn en to reao 

ln5made land t oan S out standing s1. and* reape 'ti 

A,of heseni saeJnctors' o er, 1 t M 6,1 nc 
e: are india Hicoe nsice' 

SIpe i fI cperiod of ti me, N~ihl w Years, and ni-eta. loan req u rem.'n 
Iisnot believed~thIat tcornpliation 5. ivi11l:everb d'd 

et asIgo niica 'or Lor. 

th~~l~~s ttlogriainscehere is not and r 12, no;e a ' "t c I oa 
out~tandlflg balance over'Aa~p o of time to develo~ a epbe 0. 

Eethough te rai~ iigh and over the 'Long, term uacceptabe' 
Isotrn6
ther vidence that itIstdecreaig~ CR: lb1P f y aware, 

~of. the prbe an sutkLg tp t oba t Ti ats' ave eree*aaot 
due to payments havinr be--!n reuocivcd in au'
 

9
t>7 <in add Lion,a*te ia analysis ChD Phas. soue leverage, on: 
<the Lredlt Unions, to not trake altiltial on hnaJrdt*oh a-_ 

Onon sars.P~omanthr tal oit.th ou~n afdedl oqun 
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se1rioU5 nan tI o C IC P. T r.~ 

Vr i l 'zrate, e1as ,overhe,,shortrIat 


etAc member dt"ns e
oatfgr~es-


in iifrenI.,frmt tof CI PO'deo' onva b O 
data'. Holever, tne swueoveral:pcur -Jspr 0 fn 

cOMI tatjon are shown. irst the, at o of delinquen oan~a c 

Jta11l~tlir1~balances ou~stadn whc Aoan94 % Sec ndthrai 

~deli~nquent loani balances'tto'Lotal on aewihis1.% gi 
felt~ tha t scond nit r 76 delinquency rate isthe,: betor' 

met-,d orthe reasons~provioul stated, althoughecogni~zingta-i 

isceryunacceptatble. 

There~ai e v;Lrl.)u!Preason~ ihi~ci -6" contributed to thi unac 

~<22J.dellnq uency rate. 

3- Lack o" trann J ood busi5nessprcics 

- Crdtln~ons havir, nontrol over cop~hre a 

Thue oud o re lited) uhowever, hrje'poal~h 

I~tts b&leved that ihes rates,wil deraor 



e s esetra 0 ze esrunso p be 
oi in ac o a yve een an7C~ CP 

1.of the Ilior re t lit ns ae eekJ denief r erAoan 
1 dtca poedt Uyeinqenc%rats 

2. P-ebank, is now acce pting C 1 psavsio egatn 
of las 

3 Atorned has bS nre nd- C xcP tcole~t he d e 1. en 
loans and he has' had consider be sces to "ate. ehs'e y ptk soe 
cases: i.nto the court~s and there is a consensus tat'.ths effr wi an by 

,eAtiorne ; 11 prove tc be sucesu'ral:in6 

magnELude of deltinquency there wl 11 stii 1 e L heavy loDSS_ sust, ned by. 
some Uredit O~nions.~ , 

;4. 'Accordin tofnl~ uigvst oS~ rdtUins the 

*t4 wI)af~ers and bo~ard of Uirectors have been made m~uch mpore aware of th'e 
r 

~ proo 
'

em aid that it rust be corrected. 

P danuIn~nsie Lainng5.ChDIGO on the sub~ject ftegatn 
an clecin floans and overall maaeeto h rd' 1n.
 

)ril)Iverl though the 'nigh rate 
of~ delti ucnicy is a ser1ius problem,Ithsbe 

recg d, an I in~ensv 0, and_ in cases- drastic c iisie gtkeno. 
SAPrevJuVi it ini the j'ture 'arid to correct the present s tation- M 

i MinitTitrfore, it i5 beliteved that is shouldnot keep th loa fromL 

an rflcta'Ia e sctIo w 1 diffrent assb .ptih by, ireasi 1' as 
ra~o ove ap ooftmbut contiinn 
toarJ ',a"V~b oe 
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IV. WiVIvwrD PROJ -cT-N/COMBINED CA!Ai FL W 

To assjist in the financia] evaluation of the viability of the 

Credit YninL ns and CW)ICcOkP in view of events that have taken place and 

additional experience gained over the past 18 to 24 months since the 

projections were made in the CAP, the CUNA Advisor prepared new projections. 

These projectio:is were .iade 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 UzAID Mssi-n 1,ersonnel. It was the contiensus that these projections 

were ver conservative and practical while tne CAP projections were 

po ;.ibly more fiimistic tnan what in reality w:is the ca'se. Tne.e new 

pr)jectiorns hav' ta:en into c, n!icieratio, tnc eventn wi,ich, have actually 

core to pass n. tij:.e wrilcri are knww f,,r the future ar. are InWntionally 

very cori3erviL.Ve. T:,er'e is aiso a ccn 5(.nuiU bctt,::n the 'L:NA Advisor, 

the #iU and Anal~ys~it ini:.,or tr,.. rli.ancial tl-tt all profability 

the real 'eVULJltl of oc itnor X ;.,f .... the Vn will'r.L,' 1'and Jr.jiit ris 

he sornewti-t Lettr" t:.:tr .v,,:tc1 b. te new ),cticno andar. in actuality 

be rjore~fert *? t',cn te;i C;, r'uj] ct .nJ; and ti.e r.w pro itect-ons. 

T%- new r ., >ction:. ar ;r ,'te' in .. ,.'iiiIT I a:n, the original
 

,. Jro',:,.t ,, are pr,"unted 'n v..:' F fcx ,_1-s,' corm.ari on.
 

" x lantir ,: c:,crr.r r,.vla5ed
t :. :,:i::d a~su:,~ti ::s tit:,- f:rojections 

atl,.' ,r,:,uited :i. '%rt of z. .>, 

.' I' L-_ .'itn kt! rcv;s ,d ast.ur.ptions arc genurally self 

explanit , ro,,l.ver, t'ie .gti. idts of the revi.!on as follows: 

http:cori3erviL.Ve


A. 	 Uruan Credit Unions
 

Uperating inc,,ne of urban 
 credit unions has actually increased in 
1980 from the origtnal projection of $]1,534 to $45,111 and in fact
 
snows projected profits 
in excess of the CAP projections except in 1975 
and 1978. vihereab the, were originally showing losses or barely breaking 
even in 1978 and 197) they now show substantial profits in 1978 and 1979. 
Therefore the urban credit unions would appear into be much better
 

condition than originally ernvisioned.
 

b.. 	Rhural CredittUni-ns
 

The revised projection for rural 
 credit unions show a W less
 

optimistic picture than 
for the urt,an credit unions. They do not break 

even under the revised project.i,,r.s until i77) wlhereas the orig.nal
 

projecti cr's 
 .had 	trie:i bre;kin',n ven in 1-)7'/. dowever, with a delay' 'In
 

tre disbur.;ing of 
 the 	 loar of r,n .ear, that iuiean tuat 	they are onlye 
one ear 	 later, in ureo.in-fven s.nce t.,e loan war to be 50Z of the
 

borrow ing. *'venthough tu breaMca pVint in
is reaiit- delae., one
 

year, the credit unmons are 
 ,d '" nur'i,,.;ctto ru:::.tie
 

tirouflh >VT7g. 1'i 
 to :u rr' 1 t extunut i:; cau,ed lyTi:phrate.loss 

oicwevur, in t.m, opi..i,,n ol t:ic C,'X Adviser, no ror' tim, two credit 

uri r i,,:r,.t ,iav, 1. ar-,:;e ,. rat i,,n: due to otc:, i' -:,ization as a result 

of th;:e los ,(.: Lfl addit: n to tris oltinri::r ,ne ru~t rerer)er that the 
lo:.; rates in tht, 'litur w: 11 it, a! rbab Ii t. be let.s than ha.,, been 

projected s:,cfe nnrch greater caiution is being exerci:;ed over looses as 

di. cusued under other sections. 



C. 	 Ch'JDI COuP 

COrb)IG)OP t.nder the :-evised projections does not breakeven unti I 

19) ratner toian I ',"13 as or! girally projected. Again the year delay in 

tne loan is 1:r>.ariJ5 respoirible f'or one year while a general overall 

slow dow~m in act. vit, and a s]o'rr loan disu!'ser.ent rate would account 

lob,; of uiothier p,:ar in break'ng ei ,- . Considering that thefor the 

revised projection in the !:,.ni:.lr., w:,jch can be expected, it is anticipated 

that the prejccttd P) Ss will be 1r: than projected and tnat 9)79 will be 

shovvn.much nearer-the brdaJecn ;orit t.aL. now 



oo 	 b- w 'qrr kiI~ anede ~P~nar 
I eremnen r-e r n-on. 

,teq porct it t con ofinsUen ro re ir
 
hfi ree9~
-Ato t~'vteo~r~erat't' 	 au1 ~t eane t 

~~'A meie ndrn 0,11ct:o 	 asc~rg~ aV. P o beUIV4 

~ a 	 be ~ dho eopoll ~ th, ~ ~ ~ a Iot wortou~;f 
Ifrl brtine o reao thenn frerd UCi Is w1 U w e
 

probably at d~~3
itcf~r ~ r hIa 	 ed,f t~ redon 	 ie s,'ane 

inteanadct igo is The reudit s wedre o a pr.o' s to 	ile an :qi eT 

probabl aton laspr tw~oL oore au' L eorseede ortheustaf a wl as. re 
oinernal changes Lne~or audi s nd oet~.~anwer rprocedur tlets~d the
 

co.-ag e (!d. I 

lorta nl1 Cin', CLl c~nu cotiu to eror aud La-n , - r a 1,0 

r'ev I ed projecto ijcon uieato Ios- vo tcoseang, ei 

Z1 



to 4200 or V. 5,000 wnich would wriunt to approximately 50 recovery of 

cost. 

U{GuM4U.J Dk'IINS 

1. In view of the above, it is recommended that one additional 

auditor be hired as soon as funding can be made available and consideration 

be given to hiring another within nne year. 

2. Methods and procedures of perforing audits and publishing reports 

should be reviewed closely with the view of citting time reqired to perform 

audits in order to increase the number of' audit, 1erfermed. 

3. Charr'e! to 4redit Vnioi. wi,icti are in a firincial positiot, to 

absoru higher costs should Ue charged trire in order to lower the lo!s to 

,:1AJ guU} for performing the audits. 



A detailed study of personnel was not performed, however, in discus

sionb, dealings anu review of wrk performed an opinion was formed of the 

overall attitudes and conpetency of the UGhKDICu.JP employees. 

It is the opinion of the Financial Analysist tmat the personnel of 

CLrIriCuuP are competent, dedicated and capable of carrying out the intended 

purposes and functions of the Chi1XoP. The sa.e opinion was formed of 

the present CUNA Advisors. 

,'here there may be weaknesses,or in areas where weaknesses may develop4 

further training should be proviued. 

http:UGhKDICu.JP


,,.Conclusion 
It is evident from the foregoing that the credit unions have problem,

wilich in turn reflects to Lri~lOXP. Nevectheless,cac, 
the foregoing has 

not only attempted to discuss sone of these problem.3 but also to recognize 
that Intensive effort has been and is being devoted to solvinp these 
probleirn.. L.,jn-e ('itr,u1g,)P itself appears to be a financially viable 
orgw,iLation over the snort ter. of its existence and that it also appears 
that the prub2rP..n. of the crt dit unions nave t[een recognized in time to 
keep thvni from decapitalizing thenselves, there is no reason for not 
procc, idng witrj disuur.st.,nrent of' tne loan. 
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Z of Z
 

Lalance Sheet 

Inception-to Presenti/l/73 to, 1 

12./31/73 !3/31/74 6/30/7f 9/30/74 1Z/31/74 3/31/75 6/30/75 9/30/75 11/30/75 

Liabilitits '& Net Worth 
Current Liab.lities 

17. 	Accounts Payable 77, 371 146,489 638, 118 1,800 823,733 485, 207 

18. 	 Salaries Payable - - - 36,201 

19. 	 Social Security Benefits - 118,456 

20. 	 Fidelity Bonds/CUMIS- Collect. - 47, 177 48,487 

21. 	 Retention-Marketing Expenses - 290,769 831,649 941,834 

22. 	Utilities-A, TELCO - - - - 31 254 
Total Current Liabilities: 77, 371 146, 489 638, 118 292, 569 1,702,559 1,661,439 

Other LiaL.lities 

23. 	 Reserve f,,r Fidelity-CUMIS - - - - 143,876 144, 276 

24. 	Loans Payable 1,22'J, 000 1,850, 000 3, 252, 000 2, 213,089 1,952, 000 

25. Depreciation- FI ,iAssets 58, Z63 58, 263 58,263 58, 263 58, 263 
Z6. Reserve for Bad Debts - (. 125, 545 125,545 125,545 125,545 

27. 	 Other Rrreserss - 22, 153 58,753 58,753 58,753 
28. 	 AID Payable-Contrbutitons - (22, 2 41) 618, 159 199,446 390,071 560,534 73i, 822 
56. 	 Interest Payable 10, 295 10, 295 - - -

Total Other Liabilities: (2 241) 1, 906, 717 2,265,702 3, 884,632 3. 160 060 3,070,659 

Net Worth 

29. 	 Suspense Account - - --

30. 	 Subscribed Capital 1, 173, 000 1, 1,1,0, 1, 1 t0,00 1, 603, 500 2,433,500 2,560,.q 2,627,000 2,987,000:00 	 3,126,000 
31. 	 Donated Capital 237,034 59, 2IH 3, 301", 85t, 6, 624, t,0 6,755,465 7,617, 7,746,006 8,507,418 9,040,418 

Retained Ea rnings 

Prof. & Loss 3/ 6,81 15, f40 (40,614) 1t,,,)58 147, 699-l 79,994 (35,330) 227, 365 279,880 

Total Net Worth 1,I,41, 849 1,455, k;8 4,530,242 8,245, 118 0,336.663 10.257, 524 10, 337 676 11,721,783 12,446,298 

Total Liabilities & 

Net Worth: 1. 4lI, 84Q 1,455. 158 4, 530. 242 8, 300, 248 11, 389,869 13, 161. 344 14, 514,877 16, 5e.4,402 17, 178,396 

i147q T 3T5, '354 S 65, V7; $ 90, 367 $ 104, 455 $ 115,197 $ 13,- "------, 	 $ 13b, 336
 

3. 2% of Loans outstanding at 12/31/74 

11 Talen from CAP-All other from statement,.
 

,/ Reserve for Bad Debks and Legal Res-ryes (Other) required bi law established from this total figure in 1/75.
 

3/ Profit & loss and Ne 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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faLans8: - o n~an 7
Nanewof oo ra We nedcs Baa 

3 7000 Z77 ,' 0 200id ,004 C l 9 92 9, 00 001 

5 agur6n 1 439,0 5000
Pa- ~ 
 ,Z.00;ar 656 0A . 68000,07.0, s 2617~Pahii000 15 5, 000 0
8. G / 2Q009 0 

00~ p~ i ,2 0 

-9.' Pr o'n~olh 4/ 2 38, 0000 0 9.1,000~i $ 00 0 310, Del Norte 4./ ~ 9, 506, 000 3# 83,0 3.0
II.,Sar Iacio 4/ 51, 910 00 
 21, 86Z 00 20 00,0 0 :9 ,8t ~12. Yu ~ 11,183, 000 4, 207,00 2,2&0m513. La iRosaarha 4/ ,043,000 2, 2Z,0'~5, ,86,0 01'
 

6. Ypai6-OLeay/ 280QIA6/ 4,WO0157539,000 90v 26-1.17. San juan 8 , 99 ,000 3s 607000 2207,00061 
S190 La ?artrv~fla/ 2o660,000 9*0,Q02ntan0 , S a I,Z3 6I 000 

225,00j 311 37,0000 o e4' 1, G I Artn o t dN t mp1 ,5 0000 432,000 163,70 71
 
Z2. Q~uindy 1 4124-000 22~000- 30,0 
 130,6 

1j0 'I1S4I0M0 , 0 : $ 71 $ 5 4 ,
 

#~ATi~rate become,,lefF Luyf4uI as Wloan0 t r p production Are paid1 QUan tireaninn buA1nie di~i, distor s Ih Atual 104in A crdtuin suhANZZ fi oly3rzliqum borrowers and coilecla all bt, 30, 00 oIlasQ1#4121000 mokdo in7$.. 

Th e e In s4ft i a e r v d s t e p r en a e o o n e u -r l d 0 t 1 

Made. The ' av r g l f'OtAtc e i no s oa o n 

No st nitl iccblno a eotd 
r . 
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4IU re 	 4U~tICn1 een W 1e ane or as 
.eneC .	 Jyt eass"Jin.9on chrcanse, a .aivel Iraj0 

-arie intw~o on 9;s -rmet1d ;ised are,'di'sc'u Eed 

TA. 	 1 Pi jjYF'LD11ij~t Fc,6 L)rrUti ms,
 

The md
77 75~f Pgre Lee actual Vigu res and -vy close to, the 
orial feu rebi heTrn n-inn~e, 197 	 then'nber of credit uniionIs 

a c ~ 3 e r ~ca ~ d jo t ~ ia ~ y i tQot al p r ecte 'ha s 
been~ 	reduced fromi 7o to 56. cV~oII not ~hatV 	t IIrural cre- Unicns. 
h~eo]:*be reduied frIC,i 	 14.Q t Thi1sedc'1ior i th 

O01ng 	 nw creit~ujzui., :'j~~ "~iCO~boutin order tc~be able to consli 
date 	 efforts In i~n Pov ne, -:11Lu:t O the furdtV'oEan en bet1n1"k e sure tt~r..t they 	Can r-rta 'm1 1~h 

V 1y 	 t~le$s problems. 

The 	 rojfttuc rowthi crd~'uno nilbL is3 redued sign icantl 
V 

< 
]IV 

unbj,110 tul el ng 7,iWo 	 setInct ve 	 nit*r/3i p-----I1 

The I~'p~rtwxt t tIn 	 1~ 5~oecrredu ctJ onrt fVie the' 	number 
JL#1i~lj W 	 4l jnV, ~,ilcu-dLY3vrq factors: 

Is
OW In J~ac e of oij01j1ru, cr*..cdt Un wS being more selective§
rkt 	 lt(I~ td4l L5i4-l'10w dov 1nr 	nprocess n' orde'r 

t; 	 crdi t;<Vn onn Pund 	 O i I n a-nd- s. 
in VSOrUn, t ed iu lCt ro e


-V, 	
tu ) ~nlb 	 r 6 

01rJu1tq e c 	 trfAe i~-'. T blc a y h 

or~wit~A
 

21 



eter111ia n funds. Pisre cio n in renes 's re e 

5 andis ,UghU, eR-iojecitn.u tisI=, incrIc 

fac,o s~tise rci unions- Wi]Ia aig, b'omelel~ e to orrow 

su trjI One yer wo more jwi in" two; ears a rbbynv 

iil1r be,.eligible. 11 trcfore if hH'se mepber docome bac -n as, 

ote -ated' t he [jtutuion wi11,in faa el consiea ee a r. 

proeconntml an cce sineb norina 

coita-ined d,,- t credJt unicno that were' r mewbr oP'on r't The's of whc 

Istill' rei'lec L(d' in the 1974 figures'.~n27 an onward 't hese, f igUres, 

~are' e ininzited'., -so~the project Ionwas changed to increae existing 

credit unions mnerrb~ershi b~70~pe-ear and add 10 e eri~ ew 

credit union., 

(bs.1) t!hurban credit union mebe Isnwasuidto save $1.0 per 

year rather than $8. New merrbers are btill assumed to save $25 his first 

(b.?..b) Ttis, item of, jJavings of' new borrowing, farme r mireris was 

di-~crd fromz tne new prcj(cion 51nce it. has proved to be insign anc 

(b.2.) CAP -- ~A~~<~ 

b) e -tvi 

The AfrojecUlon wauAnrio rrinttat presente n the"CAP hc was, 

ol hj loa2n ai~unt~thru 7Y ind 5 i of. hl I alont.ter ea1~'r 



-si~ Ooc~ons sc*ei ssco xe a 

~er erl3oro a fcsL ae einand.er 

funu ero erfre s de'creafsedi 

sml arunt' tha ttOh e nunibe of hecta :es,,per,, borrower ls 

r~a ner, a 5 

-TIie'n ecae or Deen A 

PA T L FUNMU 0 1zI G( I~ E AN z L40 Ui I!i1' , ,: C 

L' ~~,T J~b iis ite i ~ to)erati nS ; rqfi4ts whij.c were ,no 

~ r Ie pa., Ii.ent of borroingo wee not d~s U ed wou.'J bea.~~uIU~jd :f or r; 


abJtj 'o leidnCthefoyar.The-nw pojctinse iminated
I wir, hiS 

asm.t on anrd a3FWnx-d t!,.at> it woul~d c~e used in recit &i ons for ot r 

purl6!) ~u 1the ,)s't Ions, of' th crd no ee miu h improve 

:lOW 1eerLl~ th' i :itrnrlasn-inbcue oe. re-t lions are, alreiiy,, . 

i s i 'L co:, _iJ~tV,; ul'1fi1qkiinthe new ruj~ctln3 whch itensives. 

('~~j r. ~~ ~ cr, unions per me~beir 

l:11;g na p ject I nt: th 2),loani cormssion,.as shown 

"A P 

~ ) a) ith .!,vg 

http:cormssion,.as
http:einand.er
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Interest cnarged b3" credit unions has been increased from 12 percent 
plus two percent cona[ss.,n to 14); prcent plus 2 percent commission.
 

Not. all. credit uni.)ns have yet went to this increased rate, however,
 

approx.inately 0A Lave and it i.s 
anticipated that the other 50 percent
 

will within the next year.
 

(D.3.e.) htovised
 

The original ,,.rjectior assumed operating costs of 
 .4,000 per year 

thru 1)80. The revined pr-)j,ctil.n assumes 41',OOO per year plus 5% 

adEti onal each: juar bu;,inning in 1)75. Tins takes inflation into 

co: [iderati on I ou:npo,;si ble exi:ans ion. 

t[. .' itevit ed 

T'i uci,:.al pr,J,cti .n asn.smEd loss on unc,) iectable loans at 1% 

or" the vaiuo , bo;t:; alm. ig for a one year lg. 

'li ncw .,j1.cti,?n,; [rv u fc', a 3" lo!:3 and is taen in the same 

l-coan. :
eI)' t.e '1':1; r:ite is hiph, but probably is more oser to 

reality since tA;:, c'r,:nit loans cosonerur: . uni onV are type which do 

( ; .: 9.L. . v i ,: #.d 

lIprf! Was Al I?. cuity' i1,d:t.er:;,n ng basis for original projection 

LJ.,,verof, ,.,[tI,.'and .',cjti.&n new project io szare $200 per audit 

for 5LuAof th+ cr,.tImjW:)ns per year plus 5U{) total education fee each 

j ar. 

http:uci,:.al


i ell ol-eilersya ac angedlrom rng ano 

a61redt oth h6m! .1)6 S ey Tere, assume to; eudFig a 

PrI~ los. -a r, F8,not .cons a 

funds in t h( Nw, project ion. as. t I 'e were in- tie ordginal'projec ins. 

rG and a cd sorer -,orf ca pi aa1 

L,L. c 1~ 1esed,
 

Lne iV'?fin~ projections ~farnwer'swere assivied 'to tepa 1o n
 

~T~ther caena 'cratrt(were
ma&de' and 'the avurage lo an 'was' assurced 

Ine new pri.jections asr s amr ileplowk yr
oumQtarier wilrpy~ans -int~.
 

loans were nade, 31. ttiep -jecti ns are chanud fr*piwa calendiar ear to 
ri ?~~Y~r 'I to 6/3u):7and ..'at the aver'age oi fr1'ons 

fiscl Y loanwI~ i' ismfor 11 months 
Thr,ime:slan xlnd~ I~ rrke t etter fi~t LhoP yeairly cycle~ and it 

LLke3 thie adilftional 'time. for oris toh avse, rket~d and. pay

-~' ~,,) . 7 4',CAP 

7-,T1 n.I 

~ * t4.~ b*C U ~- 7y.-44 
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(,.b.c.) CAP
 

kL.b-a.) hevised
 

Interest o comission has been revised from 14% total to 16% 

total and is assurrtd to be all paid in same year borrowed. 

(Z.7.b.) CAP 

(L.7.b.) Revised 

uriginal Projection was $4,000 a year for operating cost. New 

projection is $4,000 per year plus 5% additional each year beginning in 

1V'15 in order to rwet inflation and possible --xpansion costs. 

(L.'7.c.) CAP
 

( .'.'.d.) evi sed
 

Ihe original projections ai;sutm-d a it 6 ad debt loss each year. The 

new projection has t4:en :ntu :nns-deration what has actually happened 

an,' r-.vi. sd its projurtion-, upw.rd drai:ttically. r'e losses are now 

;t:4;:r,r'ed t'o u,' folow;:I; 


tOi. i'. -

I )"i - i.: 

>77 ,] )71! -3 f 

)7/ ' I) - 2 A 

lhv.:e rat,,. o.f cour: e are extrea.',, ni pt. if:l to a large extent 

are restn .iLbii for th, 'r,.Aitunl ons not reacring a break even point 

mucn juic #,r t:,.wn tne% ,re pruj.,ecte,l to. 

(L.'.Ii. ) m.vi !;ed 



oe * G_ an. nn ' aonsn he di ls o 

'e onr inteeaetoC~ f re a s u-me at t, o 

-'bepaid haif in tt aro C I an -nd haf t ef c~low ng year.t

'The new 6roj as tm:eo plu S 1 f .rone,-, percen ,coumissio a4tc i on 4t 


i~~be paid in the year of t. 'e1Cr
 

SK'The original pro,-ectJons, as i ed pymnen to' dvidl4 end o n saving 

be-in'n inl'1j Tene rjcin do not asu me any divident paynient , 

~ho:ever, sme cedlt union:3 ma~ veywl eal d pay~d ien a. 

di' UHi(AT1N 

Teo riital project.4 ,Dns pr-ee the .plans whch had diffCerent 

).a~ipIn!;,liciiievervtei ie was authizjed "~Plan~ w:as th plan 

FART 7 FUNUI' OP LNGcj ,F AN 6 XtflS: ChDICOO 

)XO LXK. t4t ud oiA epse yth D oL' IUPwt. n 

ad itbr tio , ., oatrI 1onew rfthiticns.~e ~ 

There are nr,-sigtt'ic, cVi arnjes In' theiiew projections of sources 

ofQa!tal iriJ o p( f fnd that Is~ not~sef P cnary Inaflip,- ,Z 

nr ~is nj~0fot dhr.,i ep1lalnd in prviua conet n t e. m b 
oxc L -t alf4 
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(F.4.c.) Interest inzome on AID deposited 
I A A. *L'hinds i%= chaniged from a deo.it period of four months at 6% annual
 

interest to one 
 month at 8, annual. interest. This is due Lo credit union 

loaris being changed fron eight to eleven months. The change in interest
 

rate 
 is an estimate but probably more nearly correct.
 

(F.5.b.) This interest 
exi-ene is assumed to be on borrowing by
 

C~i-WIC Ju to mreet loan depiand in 1 )8O over and above funds available 

from the ID ]nan and other available funds.
 

(F.).c.) CAP
 

(k. .5.) tev i -ed
 

The ori i-;a 
 . ,roj,'-tion assumed a ions on delinquent. loans of 1/2 

of ,ne percent. Tne new pr,),*ecticn t,) be conservatve is one percent. 

(F. ,.d.) thevi:ed 

The coot -,f o, "atiorn,, rero,,nnel and otner, was increased l0% 

per ,'ear ove Irt:'Ina] cost,-- t(" rruvi ne f.r irifI;tion, possibly 

,suir.' . x ;:l,'ami ,n, ! Lc be add t onal''.,' cor, erv;ative. 
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FINANCIAL PROJECTIONS (REVISED)CREDICOOP &-MEMBER CREDIT UNIONS: 1974--1980 

(IN EQQUIVALENT U.S. DOLLARS) 

PART A- MEMBERSHIP 

1. Numbers of Credit Unions 
a. Rural 
:. Urban 

& Precoops 
74 

0 
18 
12 

75 

37 
-Z4 
13 

FISCAL YEARS RUN FROM 
7(1 77 

Is 42 
24 27 
14 15 

I July to 
78 

46 
30 
16 

31 June 
79 

51 
34 
17 

80 

56 
38 
18 

2. Credit Unions Members 
a. Rural 

(1) Fa ,4 Members 
(1.a.) " qualified f/loans 
(2) Non farmers 

5, 543 
3,033 
3, 000 
2, 510 

6,725 
4, 125 
2,000 
2,600 

8,250 
5,550 
2, 00(1 
2,700 

10, 500 
7, 530 
3, 050 
2,970 

13, 090 
9,820 
4, 500 
3, Z70 

15,920 
12,320 

6, 300 
3,600 

19,060 
15, 100 
9, 000 
3,960 

b. Urban Credit 
C. Total (aI b) 

Union-N-emnbers 6, 800 
12, 143 

4, tO 
11, 

*/ 5,(600 
1i, 85() 

6, 
17, 

680 
180 

7, 830 
20,920 

9, 050 
74,970 

10, 340 
29,400 

PART B - PROJ.CTION OF SAVINGS 

1. Annual Savings of Mnrlb,rs of Uii.-CU's 
a. Existing mernb,-r S 10 per yr. p/r 'rii4000 -16, 000 */ 46, 000 56,000 66,800 78, 300 on", 050b. New me-rnvrs (fi rst yr. )X $ 25 p,'riirx45, W) - (1) ? 5, 000 17,000 28,750 30,500 32,250c. Total (a t b - c) fj 000 4b,000 71,000 S3,000 95,550 108,800 122, 300 

2. Annual Savings of nernbers of Rural CU's 
a. non Farmer tnernbers 

(1) existing meibers S S .!vr. 19, 712 !0, 0 0 20, 800 21, 600 23,760 26, 160 28,800-(2)New members $ 25 -)/yr. (1,;t. -.r. 1. 100 , 50 2, 01) , 7r0 7,500 8,250 9,000
(3) Total (I) t (2) z() ,,8280 2,2 ;00 2S, 150 31,260 34,410 37,800 

!/ INCLUDES ONLY MEMBERS OF CREDIT UNIONS WiO ARE MEMBEIRS ()i ciu-DICOoP-73, 74 FIGURES INCLUDE NON MEMIBER DATA. 
(1) ADJUSTMENT FOR ELIMINATION OF NON MEMBER CREDIT UNM'IIS. 
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FINANCIAL PROJECTIONS (REVISED)CREDICOOP & MnBER CREDIT UNIONS: 1974-1980 
(IN EQUIVALENT U.S. DOLLARS) 

80
74 75 76 77 78 79 


(Loans to farmers) C.Ld. 1377000 600000 1000000 1730000 2875000 4540000 7060000 

b. Borrowing Farmers 137700 60000 100000 173000 143750 2Z7000 353000
 

1011 of loans through 1977 
5To of loans thereafter) 

c. Total Rural C.:'s 158528 82330 123300 201350 175010 261410 390800
 

3. Cumulative Savings 1974 & prior yrs. 

a. Urban CU's 505000 500000 *j' 571000 654000 749550 858350 980650 

b. Rural CU's 
(1) non farmer me-bers 133328 155658 178958 207308 238568 272978 310778 

728456 955456 1308456(2) Borrowing Farmer Members 241706 311706 411706 584706 

(3) Total 375034 467364 590664 792014 967024 1228434 1619234
 

c. Total (a i-b + c) 880034 997364 1191664 1476014 1746574 2116784 2629884 

PART C-DEMAND FOR LOANS 

1. Farmer Demand(Rural) 
a. Hectares p/farmer Borrower 3.5 3.8 3. 8 4. 1 4.4 4.7 4.9 

b. Loan Derrand p/Hect. i25 131 131 138 145 152 160 

c. NAof Farmer Borrowers 3. 150 2, 000 2, 000 3, 050 4, 500 6, 300 9,000 

d. Far ner Demand(axbxc rounded) 1377000 600000 1000000 1730000 2875000 4540000 7060000 

e. Loan R epayments 228002 895313 800000 1181687 1830000 2875000 4540000 

Includes only members of Credit Unions who are also memnbers of Credicconp. 74 figure includes 

non member data. 
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74 75 76 77 78 79 80 

2. Non-FarmerLoan Demand 

a. eumulativa Savings (B... b.l) 
b. Demand- (150% Line Qi. a) 

c. Repayments (1) Loans- made same 
year (.36) 
(2) Loans made pr .vious vr.(.-7)* 
(3) Loans made 2 yrs.pr:or (.07)* 
(4) Total 

d. Available Savings (B. 2. a. 3.) 
e. Total Supply (2. c4 T d) 

133328, 
19992 

71997 
41Z5 
3500 

139622 
2082F 

160450 

155(58 
100000 

16,000 
11395 

7875 
157870 
22330 

10200 

178958 
2,8437 

6637 
57000 
13999 

167636 
23300 

190936 

207308 
310962 

111946 
153009 

7000 
160009 
28350 

188359 

238568 
357852 

128827 
177248 

18790 
324865 

31260 
356125 

272978 
409467 

147408 
203976 

21767 
373151 

34410 
407561 

310778 
466167 

167820 
233396 

25050 
426266 

37800 
464066 

3. Urban Demand 
a. Cumuiative Savinis 
b. Demand (150h c. .a.) 

c. Repavmnts
1. Loans made ame yr. (.It) 
2. Loans made previous yr. (. 57) 
3. Loans made 2 yrs. priar(. o7) 
4. Total 

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

* 

* 

00ooo 
757500 

075270000 
342000 

5000 
657275 

85000 

500000 
750000 

Z 
4i 775 
42000 

743775 

46000 

5710DD 
85(,500 

308340 

427500 
53025 

788865 

71000 

654000 
981000 

353160 
488205 

52500 
893865 

8000 

749550 
1124325 

404757 

559170 
59955 

1023882 

95550 

858350 
1287525 

463509 

640865 
68670 

1173044 

108800 

980650 
1470975 

529551 
733889 

78703 
1342143 

122300 

e. Total Supply (c ? d). 742275 789775 859865 976865 1119432 1281844 1464443 



li 

'R
O

M
 N

* 
co 

in
 

Isc 

I0, 
Ln 

<
Ln 

co 
N

 

0~00 

4
 

* 
04

K~~~2 m
7i~i 

12 
1 

6A
 

0 



~
.i. 

~
 ,K
.~

 

~
 U
 

0 

~
 

)I~P1K PIt 
a

s
k
 

~
-.A

~
. 

L
E

ft 
"~r 

~i.BP
S

 111111 
"' 

-a5 
-

5
 

~
 ~
o

' 
-
a
 

~iIib' 
-

m
 

-Iiii 
.>

 III 
r<

 

~
 

~
 

-

~
 

~
 

~
-~

~
 

~
.. 

~
. 

~
, 

Pit 



--

-4 

4
4
 

4
~

 ~
 

iA
>

~
 

4
 

-~
 

~
-

,' 
4
 

4 

4
-

~
4
 

-4
 

;4
4

 

4
V

4
~

4
 

4
4
4
~


 

I'll 
44~

 
4
 

A
 

4
-K

4
 

4
4
' 

A
~

4
4
" 

4
4
4
 

-* 

44 
* 

~
44 -

4
' 

--x$
~

4
' 



4
 

_
_
_
 

m
u
 

-
4
4
~

.4
-~

~


'4
 

4-4$--~
'-

-
'j~

 
~

4'
4 

m
 

4
 

~
 

<
 

r 
-4

-
i--I 

a
V

 
I 

I 
I 

-~
 

I 
I 

il~
~

"~
'-~

'
&

 
I 

4444 
4
4
4
 

4
4
4
4
" 

4
:4

-

t'I 1~ 
4~

4 


-
---

--~m
 

'4
-1

4
'-4

4

 

4
4

-' 
3 

M
V

 
- 44&-*-wq

4
-

*~I 
if 

1W
 

44-
4
4
4
4
4
~

4
'

'4 

444444 

444 
4
1
 

~111 



Exhibit 

Page/Sy 

74 75 76 77 282. 8o 
a. La. to 
b. 'ost: 

Rural CU's 
ban &ksother misc. uoes 

30,0 8OD. o 
Z.1,3027-38 

5,0&2.0 
2 . 

Ef65a,00 
?13438 

14-,%5 OO 
P13,38 

22%7O0600 
21338 

35y3OOOO 
21338 

3. Cu,.Cative 
a.549b. ;avin7:; of all -' 
c. rr of 2r.&coop 

. , r-,,:. fulv invested 
Av2.l for i-.s to rural 22"s 

f. L_-..; to 

4. Operatin R~vonu ,

" 
181I8 

241,30 
100-..U'.1OO,0 • 

11."3iO 
253qF9 
1533 

700dCI 

900,00 

>6,50 
552,47 

703,00 

1,e-il33j 
5(000400 

37378 
1,05843 

12664.h112 631i4 7 
700DOO 

1!41763.38 
11Y550O00 

52655 
1484649 

26yO64486 
70O 00 

29y138438 

23 y925,00 

710 79 

4 7350523 
705029V 

51-838,38 
51v625OO 

934486 
4 
80,5261 

7O10 
8 7g13838 
86f925,OO 

a. A 
b. r gra 

'ital. .a.3. 
-venu- : (/ul t duc ti n) 

39,'9 6$',1 10:.-0 127,2S 15277 184V24 224*07 
(i) Urba; 2U's 
(2) . CU'r 
( a) 

C. Inters;t 2 
ao. Income fro. RLra: 22's 

d. Intesef;t -n'ponte AID funds 1/12 of yr.
1 yr. la;..e. Total eratr vezues (a-b3-c) 

5. Operating ot 

2,3 
5.00 

2ot_ 
-

4677 

!? Y2 

3-,60 
":-r 

!F7,(i 

19400 
255..'o 

-7-1-10 
437,50 

-
53>90 

20,00 
.40t0 

756883 

22q99 
95715 

21,Oj 
3500 

o 
5503100 

125782 

58402 
1152461 

22,00 
40too5,O 

62*00o0 
1986,25 

67017 
2 299%66 

2 4 O 

23s00 

__0o 

30 8 75 

106 42 
31487124 

b. Interest on other nds 0 X 11/12 
C. Loss on Delinqueant Lo.-ins .01 

d. Personnel ad -4cin!-ducation15.000 75 - 76 
e. Total 

6. Operating Results 

-

-

1012025 
1%012425 

(965,4 8 ) 

1w54 91,90-

00 00oo 

I 400 1Ol,!7.7,OO 
1j4. ,j54 1 LA8.j0 

(1241l 3) (11iO5oo) 

16 0y3 4 
-

36'50 

2 4536470 
1 733.,4 

(326f39) 

268467 

143475 

1690437 
2402,%79 

(578d18) 

425,71 
-

227 00 

i,859j41 
2t5122 

(212q46)1 

600(00 
22 8K65 
353100 

2YO45*35 
3y2 27;00 

260424 
IIncludes 73 Cost of B!NF funds 75 only. 
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0~ TQ
ORPROOR ON:UHR.ZT.O 

A.I.D.' Loan'INo.;: 526--27
 
~.>Provided from: Sectio' 103, 
 Fod 'and-Nutriio
 

~For: <PARAGUAYKsmal Farmer Developm~ent, 
Pursuanttothe auhrt 
etd nteDpt U. S. CoordinatorSAlliance for Progress,
C.A 

Agency ,for Inento'lDevelopmeit
."A'I.D,")by.,,the Foeign Assistance Act,'of 1961,; _as amended,
C"The'Act~ and the delegations, of aiithority 
issued thereunder,
Ihereby auhrz-teetblsmn faLa-urs~iant toSection 103 of said'Act anjd ifrheac of the Allianefor Progress, .to th-Gven t of Paaua "oroer)o
not to exceed-fu ilo,,svnh
Statu~s dollars ($: 0 00 o 'ss'i finan U4ntd 
 UnteStates dollar kand~locail currency~costs of.an 
.nleg_atedprogram to~provided credit,,techn&cal. assistan e~and':'ma
,kting~
services designed to instittionalizeti ,io'c66oeati"& 
 ntra'ls '.Qthe ,Union Paraguaya de Cooperativas (UNIPACO),andh the-CciAntral
Cooperativa Nacional de Ahorrzo Ly Creclito :(CREDICOOP)'7<J.n rdeto increase the net income and b'mllsa 
 erParagu~ayan farmers ("P1roJecteI. ordctvt 


The'.Loan, shall besubjectto<
the following terms and conditions: 

1. Interest and Terms of Repayen t 

Borrower shall repay the Loan to A.Ii.D. inUnited States dollars within forty~(40) years, fromthe date of the fisheib sfis dsrement uder, t h oan, 
years. Borrower shall-pay7to A.I.D.~inUnited 

(2%) per annum during the grace ~period 'n hcpercent (3%) per annum thereafter 6hn
disbursed the outaondJigbalance, of the Loon and u4~d~nc6 

2. OtherTermsandCoditions 

A.1D.eorapicCod pov ftV towrv
 

LIoan onyifit i:-'ot~o', 



--------------

ba'sis randl ,any clisqeeudr epyable

ifrey covr3becurrencis. 
Ocan
6,shippi-ng f-inne uneahon 
 s al be*prord ini any countryiruddn A-.ID
Geogrpic Code -l,1n~inno Paauy 

b.iK United TState s ,dollars uiize uner he Loan,-
Sto finan~ce6l1ocal1 currencycss hl. ' ae 
avial 'usatto.proceduresr satisfa ry 

C. Pr~or to the first disbursomen
of ~any othe issu~ance~&~av~1 con mm itmeit~documensud 
.'~csunder be~d
~ :w the Loan' ~to 

nt~o 
f.nanpe~ engineeringgserviccsan4d

re lated rocurement, :drow r~ shal subbit~ in'wriin': t' A I.D.satisfactory evi~dence, of>cotatifr;h fia]6ig'adlcation

study~of, they UNIPACO: feed gra~nstorage
~faci li ties 'ad~ elated. in'ifras&trcture~ to be ifinanced under'#Ae Loan.-

J. Prior to anydisbursementdor the:isaclo
 
any commitment documentis under.the Loan, ,otherthan for~engineering services, and rela ted:procurement, 'Borrower sha~ll~submit to A.J.D,.,
in form and substance satisfactory to A.I.D.:
 

(i) Executed written agreements between,
Borrower and CREDICOOP and Borrow~er and
UNIPACO setting forth the termis and 'condi,


S-tions 
 unde'r which lon funds are~
tobe

relent by 'the Borrower to UNIPACO and&

CREDICOOP, including provisiczns :that A.T D.
funds and the 'roll-over thereof. shallbe
limited to the production and'lmar 
etng6L
 

commodities eligible'for A..'., financing.
 

forth. t,'e 'capitalization rquiirnts~
establishedlundor ,the:oa agreementsnd
the ~p~ityi~esIgned to ipeetsi
require'iieni*,s 

Exep asAID 
t.a tews.aWrtigexc 
 eutd'gromnti be'

Boroe 5-51A', a' n 1Bo 
 wt
 

2L, 



-a -e -

formc-ino~dsi 

-c
 

po,-,i e sgdt ea 	 ln
holJdings thofe16,n the
es S. 	 an twpn ~'2 e s 
~, 	with specia e(2ss nae~ s 

than f i'6 cars 

~i'~ (iv)) nexe ute, 'agree ent bewenBrowra1n
~A'A~~ 	 CREDICOoP settin-forh'r 

f acng',f COOPs to a fxd 'Percentg
YOf thc XPe~dvalue Of th hreted c, o 

S44~w4Ji& teeent e bapprovedbe b 

lendngoperations for cactico Year dur4~ing

,Lvthe,~ firs t,.f vae's~~e in 

( 	 An ctAp 	 aremn bdtwn Borrower aid
UNIPACprovidinthat pro 	to. diS~ut.d ;iment,of funds> for 'the cons ru tin, of an~yfacilities LflIP)ACO will provida'to tho 14atiojnal

Development Blank~(IJFr) and to A.bT.D final'~design ancJ~ Lotion Stdclsts tr to

A,!.I.for each facility to be., netrd &. 

(vi) iEXcept an A.X.D* m~ay Otherwise ,rdI

writing an OxcUted agomn 
be~t~den Borrowe~r A 
establdish a reserve fundJ Lo %providocforz 
iiugmernt annwuly by equivalenter
of either $100,000 or twentyt pect (20%)of thor disburiied am Lo he$0,0
til 1ociited t~o the wan for worinq_9cpiull,
whichever is less.
 

(3 orrower ihall covcenant. as5 folhowii); 

(1) 13orrowa shall subordinate it l~i to 
UNIPACOs asots so, UNVACO~b pldgthem to oti diin otigcptl
 

~~6F
 



-4

-on rea --proper y o sapZ
loans made,,,66DO" i 

e.- sub 
ro 

linspzsi r per y;.lin, d'
cosignersysufficient to 9uarantee: 
said subloans,-, 

~ Except, as .A.I D-. may otherwise ag'ree J 

~~ ~ 
in,wting, Boroe shal a1'LdlSbursements to CIUEDICOOP )se~d u)pon annual. 
investmeant plans prepaedby CliBDICOOP 
~Bank and:.W4ii.k PQ 1&iCRED~ICOQZ to relerid 

prtval,*,xet thtrloe ud 
~financing ~Production of'coiiidities 
ineligible~ for'AJ2.D& finanin'' -'and 
Borrower shafllresorv the ight'It
performi regular auditsof CREDICOOp to 
insure that the fund~s are beingaduiris. 
tared properl~y. 

(iv).Except as A.XD, may otherwise gre
writing, Borrower nhall aure that 

in 

UNIPACQ has first priority to bo~rrow for.working capi tal purpovs an~y funds that
CREDICQQI' might have onm deposit in an 

-interest bearing account at the N~ationa.
Development~ B3ank with said fuznds also -n
buing available when needed) by CREDICQOP, 

-

-.-

-

(v) 
. 

EXcept as A.I.l. maiy otews arei 
writing, Inorrower~shau*Uroide-tha 
sorvicas of the Agiulua extesi
personnel requirod te o o dequate<
technical assoistanceto th a&r 
members of theCEICQO1 cet~ituno. 

Writing~;, forrowor shaltotebato 

VVU 



conimoditiesD
no e1g or A

f-iani g .e riEIO~afu a 

-credi unos 

(ii) ,;,Except as k..a so e 
wr ting, orro~ ersa 0, Sues 

2; bursement fon A4D W Sap 
spei''f&disbu eho 

UNIAo r-CREDXCOOR an up nr p 
~ *>~;?7j'funds',frQo AI.D., Boxe 1 s~b 

~~J suchfn~ to:.UNIPACQ4O r C DbICOP 4~i 
~ !~' 7:J~%~itithirty. dIays . 1 ' 

,The:Loan:,sha11 b tosuch 
adcondi idis asAID myde 

f.~-- sbject te'em 

Do~ ~ pk0TUSCodnator 

A1A. 

I>,, -ate 



DEP E OS 
OFY0 E 0 EL E 

WSH IGO DC. 20523 

MEMORPAN DUM emep..S 


TO: ':LA/DR:flowardShar ach;L 

FROM ,Capita'l Development/uSAID/P~ ry Milesl,
 

SSUBJECT:' Justification for-Financing,,,oybeans ti
P agay Srpin

he-

r-W Farmer Projec
1..BACKGROUND: 

USAID/Pa aJ 4'initiat~ed a credi.t ;union project init a~Sistance11970 Kth of, ce Crdit Uio Naional 

especiallyarin smail:farmers and. in 11 inis tryof A ri i1lture(A) ~~Ot 
assistancetihrough the credit~unioneysem t~ o10 K

small 'fariners. These famr als r .vd-,echic.advice from credit union I ield,.ores' ,The Lcrdit
unions with the aid of the CUNA,8tafft;borrored
$20,000 from the Deeomn k(D),in
1971 and relent it to thi ml 


Naioa 1


are ebr.
 

In 1973 the cr'edit union~s with CL$HA assistance

borrowed $100,000 
from the ND which was rulent to
about 700 small farmers. These farmers also,received
technical assistance fromu 
the credit field workers

and NAG extension agenits.~ During that year the'32

credit unions being assisted by CUNA,' 24 rural and
8 urban, decided to take the n'ext step inV developing

the credit union system: form anational,credit:,
union federation.
 

The credit union~representatives hep of..tho
CLJNA' developed a fedoration model which -appeared,,
to be best suited to Paraguay's needs. Ii servces
included lending money to crediLtunions,. After,

agreeing upon the design~ the1 representatives held4
 
a national assembtly'iui Octoberl173~ ad te~

federation, CRDICOP,receiv'd its 
legal chart~er

in 1974. 

Thle chlarterincudes uthority t aelast 

SVof CREbICOOP its przooo ske.AD'-_it','-'l
m~iake a concssonal,tem oan t h- dr'ii 
nd CUN
a2~ prpared a fiail ayss son 

4 



ieUN-LFACO, afmar.ke tn 
ope i fd on
YhchAD eorinfed to pha r marketI gser:ices forsiai).farmers, seanAD 
 a
opurchfa-se" a 
'

rnsorage adnd-ship

co toe
and i~P eeore-'the Mjsilon .comi~'both"projec Sa"-into one tR and submitted ,Itto A-D
 

ftebr
.A rece6iving' approv a). to prced USAID/'Paraguay
began Preparing' the CAP. The' f in''nciaL a'aly.'is<indicated thata$300 00oob 
 oafi was necess~r!t
+ apita'lize CREICOOP.'and that:, UN C required$5'iillio' "to purcha'se the gran fCilty 'and'aY~cottongin._ The dat -aaye shwe ta thesmall farmerswould us~e the'proceeds of~ theCREDXICOOP~
lonpicpally' to finance ,coton
beans tobacco abecaus t'es >di'-y'rp enrt


A ~ timesasmuch"prof it 
t-he 

per hectare a other cropswhich canbe grown and markete~d, ailfarmiers':-

The CAP was disapproved because a J 
 il no
be~~~~ inn~lgc~ nband~oand Etobacco and ateam of AID, spocialists was 
sent'It IParaguay to,examine the cash crop options aval'ableto the
small farmiers. 
 The team qon'clude& thatdotton,
soybeans and tobacco are the mst feasible cashcrops presently available to 
the small farmier.
While small 
 farmers could also produce animalls
and vegetables obstacles now exis whichmaket bothunfeasible. Vegetables can be exported only two,months of the year during winter time*in Aentina,Additionally, -the farmers wouldexperience in produ(rdng also neod tiie andboth bofore a significant
V credit demand could be developed. As for~swine,,~our pilot program has shown th~at~ somea furthrjimprovement in breeding'stock is stillinecessaryLand a technical assistanpacka efor4ncreasing ~$~~ 

the protein in hog rations' is needed. The 'team"inoted, -however, that~soybeans~provide a'-good basefor entering swine production.'~ a~ 
The results of the analysis: performed 'by the team~:;show tha t a farmer withincrease his -net income 

5-10hecreIoiln4Lcoul
 
'yoeS peren 
in-


'ive
years by producing cotton, tobacco6, soybeans andy,
swine together or by.'cobining9the 6rducion of"ei ther cotton, tobacco, or soben wihwn(Swine finaricng would beg'ini n th'ecn
of the l~oan.) 
 ~ 

5 



p ~ 

Thenextquesto is et.herCEIOPwud 
capitalize ise n resnbeti erd
cotton-andk obacc financdin ere, Te LIUtAhe AID lan, t only so rc fcocf ssiD'& o c,,,o u nco nce c 

cotna bcowi th' funds b6orxowed, f of ,the-,NDB which, because-ofit 
charged, .'rerelent w tho a marg n a d-thr
fe-do no't assist in capitaX zing, DICGOP,This is most criti.cal becase ,CREDICOOP.'s expenses 

ar iacdmil byAID'gants., CRED CO6Ps 
*role is 4crucial to assj~sli smaill Pargan

farmers~~j~.5 becuse it establisheSL 'and maintains,
credit unions, he onlly institi.Eions in Taagu

capbleofcharnlinlcredit and tehical assistance 

Sit 

2revenue 

farmri's, lesta O hcaes throug~h CREDICOOP: 
does not'l2end to then' directly. T~het contpter j 

wuld break-even, threeyear tzrCL6,inj'. an 
AID, loan wftere-allowed to innceuoyeans,
tobacco and cotton, (2),'excludin9 2 th iandn
of cotton and tobacco CREDICOOP 5ou -dbreakevenfour years .atrreceiving.a 3,000OOO0i1.oan, i 

(3) if financing all three. crops isu excluded,
CREDICOOP would be able t ibreaot 0sl,01
in five years and would generate aWbut half. the,

needed to cover its expenses. BaOsi'doi,
CREDICOOP is not able to obai iacn
from other sources. Neither the 1DB nor the1BRD)Is 
interes ted in lending to it because of ijt,Infanstatus. Therefore, the project woulddie-if soyea
financing were excluded. Al-

Jocsinl,.' 

I'the 

On the UNIPACO sid1e of the pr~oject, U$AID/Paragiuay
asked~? the team.o anlz the ,fesibiitofoperating 
a soybean oil extraction plant and 6 feamil-r'Vhi& 
would replace the cotton gin proposed-in the CAPfor UN2IPACO and to determine~ the amount of opeXating
capital needed by UNtIPACQ. The. teasu economist did

analysis and concluded that such'& sys t e-m would 
not only be feasible but wouldI have- ain inhibii geffect on ParaguayIs soybean expor~ts bease part>
of the oil and most of the meal wiould~be? consumed 

~ 
, 

,2 

3- j 



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 oil extraction plant and feednill to be 
included in the revised CAP will enable the soybeans
 
to be processed into oil and -inimal feed and used 
for internal consumption. Therefore, this project 
would have an inhibiting effect on the export of 
soybean products from Paraguay. 

3. RECOMENDATION: 

That USAID/Paraquay he authorized to develop a revised 
Sm]I Farmeir CAP to include: (1) a loan to CREDICOOP 
with a four year disbursement period to finance soy
beans and Liher smlnl] farmer activities except cotton 
and tobacco; and (2) a I.:xin to U1NI ''ACO to finance 
operat ing capitA.il, I _1rain facility, t;oybean oil 
ext r act.io i)011]1an t and fcud il 1 1 

* 	 .:crtt tror; 115) ei or t s: Ana lysis 1:ndustn a
 
.... l ir i U ' ,,t >ri,. dm 1974 IBIID
:7 l),:..e (, and 

AIj1-aisL (oL the SiIT,1 t",'aF ;1,r Crtdi t. 1 1-u(Jl-m 1974 
Edited by :.' h ,,. :x' Mo* r' , A ... . 

http:capitA.il
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WLI C E FORPROGRESADDCP 

SLOAN 'AUTHORIZATION-AM'ENDMENT,NO.;;1. 

SA.I.D. 
 LOAN,NO. '526-T-0271 
~~ Provided From : Section 103, Foo 1adNt.r o 

PRGA
FOR:~~~~ SmlFarner, Development , ," 

Pusatto the autho'rity~vested 'inthe pt .'SCoin
tor Alliance for ,Progress,,.Aec fo nerainlDvlp
 

metII1AI~T.D."I by' -Foei 
 Assistance Act'- 1961,.-as
amended, and the delegations of authoritissued,.thrunder,
hereby amend the Loan Authrzatiin dae em er; 1,i~~j
1974, with respect to A.I.D. Loan No# 526-T-027 lto read in~
its entirety as follows:
 

"Prun to the authority vested-in the Deputy ,U S.
Coordinator, Alliance for Progress, Agency: for 
nter

national Development (11A.ID.") ,by the Foreign A'ssist-,

ance Act of 1961, as amended, ("The Act ~and-the
delegations of authority issued thereunder, I hereby
autho~riz~e the establishmnent of a Loan'pursuantt~o,.
section 103 of said Act, and in furtheranc'of~ the
Alliance for Progress, to the Governm~ent of Paraguay
("Borrower") of not to excee&;three million United VStates dollars ($3,000,000) t'P assist infinancingthe

United. States dollar and local currency costs.of aneintegrated program to' provid& credlit, techicalassi Itce
and marketing services deindt 
ntiuinlz'h
 
Central Cooperativa Nacional de Aiorr-6 
 .Crediio, (CREDZCOOP)j

in order to increase~the netinoeadpdutvyf

small-scale Paraguayan farmners, ("Project"). The" Loan

shall be subject to the follow~ing termis and conditions:
 

1 Interest and Terms of Repaynient ~ ' 

-Borrower shall repayr.the Loan' to A. .inUie
States dollars withinlrforty (4 yer fro t h
date'of the firs dsis~emet une teLan,4<
including a grace prd& 6fo to exceed~e ',10

"4years., Borrower shall1 a oA .D nUie. 
A4 A 

i V.A ~ J 
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States 'doll'ars -'in eet te ra e of,twprce
.per annum.. uring, the grcDeriod n he 
~~gnt pr -ann thrafe on the out

tanding -dIs-bur se a-ance-ofhe Loanand "un~paid. 

2. Other Terms&and Condition 
a. Except for~ ocean shippng, .goods and srvie
 

j7-	 finaniced ,uan&r- the 'o'an, shall,.have t hei r,
 
sourc 
 and origin~in 7Paraguay or-countries 

~4provie hoeer ht ansndr-ane
bef i~d~ 	 'insurance may.'b'fiancd uderthe Loan only if i.t-is
~4~-t~ ~~ ob~ h~d ~x a4 competitive basis, a~nd any
c>~lais thereunder- ar'e:payableiiif reely
covribe, rrn es 6 cean shipping~

4financedlunder 
 th.La~salb procured 4in~
 any icountry included:,n . GorphicAI.D 

Code- 941, 4not including Parguy
 

b. United States dollars utilized underi the Loan':,
to finance local currency costs shall be made
availa~ble pursuant to procedures satisfactory-
to A.I.D. 


.>'4 

C. Prior to any disbursement, or the issuance of6any commitment documents for credit tinder the

Loan, Borrower shall submit to A.I.D,, 
or
 cause to be submitted to A.I.D., 
in form and

substance satisfactory to A.I.D.:
 

(1) a signed agreement '(or' agreements)

between the Borrower and CREDIECOOP setting4 

4
 

forth the terms and conditiois.undriwich
 
Loan funds' are to be relent' to&CREDICOOP, 7. 
including provisions that: 4 44
 

(a) CREDICOOP~will undertake a
 
mnanagem~ent upgrading programi and'.offer 
 4
qualified credit unionmanageri 4to - ' 

me&mber cooperatives 'on a cotat'bss
 
-. 

4(b) REDICOOPwillnolyt 

4 
 managers; 
 ' 

44 4, 4 W 



Boro~eCREDICOOP an AI. 

4(d)~ ~ LNkCRDCOP,
~aferef -bus 

arn 
en 

twelve mN, hs 
Loanf-

Dhavint. aonnua~ lutei' alet o O ob~ 

(d) CRDCOP 
aterr ey ient 

t 
ele,-nen.-o*it r 

shall, bel limte 'no" lohn t6o n ad4ermaet 
havng oretha'

itgof asoetsdunless sucghi 
ienl'o' $0'0 
foeatie~a' 

incS, 

beenaudiOP~al ee ttedwti'wevmohsofcph l 

policiesdesigndtatan sandsreeint fromts 

mtualrepamens thereofs(otheupoJ.iciellovers)
dsignl etoimpemetthe,ou nan d mifalet 

j 

perfrmacReD P shaill meetdesig edith ptcla
emaisreuon enthe implemtintott'ed 
policies designed to rachai aid eqiremelnds 

holdings of less than twenty (20) hectares 
with special emphasis on farmers with~less. 
than five (5) hectares; - 4 

4first 

- -

-

- (h) Set forth limnitation on the financing
of annual crops to a fixed peren-tage ,of
expected value of the har~vested crop with said 
percentage to be approved by A.I.D., in 
writing prior to commencoement of~ lepding':
operations for each crop year,,during the -

five years after initial- disbursement,"
under the4 Loan; and 

44tives 

*4 4 

(i) Require CREDICOOP toruirej' ,allborrowing ~cooperaivs; ',nd emiployees theeo 
having access4I- fWuids o any~su coopera

:to be covereid'by adequat fidelity
bonding,, if, ,Avalale 
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44 4 

d. 

( 
e. 

44 4property 

4~44 

4and 

4 
4 

44production 

~anagen~n reere oc 4
 _ mrs
 

(3)7Anmanagement up -aingplan
under 
 c
 
CREDICOOo will-mt 
 is obligations'I;nder the''_

Borowe-CRDIC'O agreement described, een_,
 
a~bove; ' 

(4) Prject 
eauion plan (prepared in
4 Coopati.on with A.I.~D.) 'incluidn evalat io~n
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an~d financial.4dev"1opme't goals. for
 

,CREDIZCOOP .
 
4 '44'4 '>4 '> 

Except~as.A.I.D.- may 4agree~in.'writing, no disbursemetshall be madefolloii 
 a~~4hi*ra~ 

of the first4 disbursement of~the Loan 

a&
 
unless thke,4Joint evaluation of the Project held eachiyear>l% tdemonstrates rogress, S-ts atr to A.I in,attainent of CREDICOOPt
s financil developmnent ~4 



goals.
 
Borrower ~shall covenant: 


.. 4~ 

(1) to abide by and enforce the contractual.. 
''obligations entered into with "CREDICOOP,
 

(2)44 to 
 patiipt 
 with 

n . .i
 4RDCO
annual evaluation of the Project;,
 

(3) that it will not require mortgages on real
 
for subloans made to CREDICOOP that"
are secured with crop lienst persotalprperty> 4 ;>
liens or4.cosigners sufficient to guarantee 
 -~said subloans; 


4 

(4) to mlake disbursement$ to CREDICOOP~based Upon
annual investment" plans prepared~by CREDICOOP 
'444 

and approved by the NatiornalDevelopnidnt Ban~k4
 that it'will pemi 

4RDCO-o-kl
Loan 'repayments without )Borklower~s approalsi~'provi~ded, however,,that Loanr'fun s r<elet(rollover funds) 4 wil.J. not, be used for finn 
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INFORMATION MEMORANDUM FOR THE ASSISTANT ADMINISTRATOR (LA) 

FROM: LA/DR, Charles B. Weinberg 

Subject: Issues 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 splf-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.
 

1808Df 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 selfsustaining while providing a range of services to its member cooperatives.
The Mission projects that revenues will exceed expenses by $26,000 fir
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 marl"ted - 55%, cooperative member savings in CREDICOOP
61%, etc.) -
The DAEC will examine the basis of these projections and 
ie impact of failure to meet these projections would have on CREDTC00'
viability. financial
In light of previous projections and growth rates to date, the
DAEC will also examine the appropriateness of the proposed 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 information 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 equ&l to the reserve. 
The DAEC
 
will seek clarification that these three measures will be 
included in
 
the Project Agreement.
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'teuila t ono &4-a" 1,I rios~iac 



a 106. 

Borrowecr's lboctwD mro~d endc ocher dacuit we1atinIC to the~ Project 

of Poragiiy icr an p-arprica rm1ctirig to the Loanu, 



SICTXON 5.01, WMiLcut limiaton witi. reopect to ob) jaijin Otor 
w'ine Incurred tuider thio ABee o~ hernby Opecif'icelly r~~~3?rraior 
anid wrrmnto: 

(i) 	 To sto~h.oito clsiw- to UIWIMCO's naets cc) that 
MIU&C ) can pladae Ithm to eobin adcditi.,w:l vork.ig 

(11) Hoe to reqitire wvrtrii-zc on rc!'j rrcpcrty for rvca'.ideJ 
to CRE91C4"Or t~n are oeCIIrcd Viih Crecp lic(! Iz u 
propc-rty 1±kwas, war cociguo-et; cuffcic~i to .oL nd 
eubloauia. 

(ifi) 	 Thi4 exr-e-t g~o A.I.P. m::Y ot-1rw.-. og.'eo in 
Dorrow,,r ol~all m;!rfcc~c to :VC.,b'd 
u.pon 	 uanuz ii~etww. p].ani prop.47ed In~~C~! &i~ 
approitrd by Pl., Nitic-a Dzel~opzrerd. BE1k jit6- w--.i povaDi: 
CMWODc,)oF to relet Lo~z rcimyxzutg wit:L,.Wt Ekr;:xc.r- a 
approvl.; excapt Oa~t rul1osicr fuzdc £vCor4 tho W'.~ notL11 
ho uf.ed for flriarwLiup produ~Aon o:' muc -d Llcn i,.l !tibI 
ior A.I.D. fit d Borm,-i- eh~ill rt-C'e-ve ".ha ripl
to par,!orr uum: ~~ of CIVIDICC4? to 1i tr.;Z fuids 
&re beirxZ L%&h=hiinter properly. 

shall aosu.rc thiat ~U' h.ir&firsL priority to borrm, for 
smrkina capitail purr..-'-san&y funde thtiu CRt.DI(CO1 iel;t hava 
on dep~osit in &n irtta-at baxip accovnt &t thn :Y.~imril 
Devolopt.-.Pt Banik with scid f'ldf 1to bc:Ln caa 1abl u'iln 
noot-nd 	 by CRIMIGOXOP. 

(v) 	 Th 4t excrnpt *a A.I.D. vwy othervisct tac. i.n v~iitBcrro-or 
shall providei the atrviceei of &Zricultutl exte..iio rerncnriol 
rocq,1red to provide rsdoquate technic&. a.-ja t.zneP to fstr 
ww-Lcra of CROCO2Q crc~dit unions. 

(vi) 	 That except as A.I.D. m~y otharvise agree in 1irMtr4,, licrrcer 
shall to the bent of iza ability prcvdc a ut':Api-LIu-cLi~jI" 
creetit through CRFDIM0 at ita moot favorable rate of iiitarest 
for credit raquircmv~ata of farm borrowers for wwnditfiae not 
eligible for A.ID. finsuciojg to C191 raflae rural 
credit 	unions,
 

http:Devolopt.-.Pt
http:wit:L,.Wt
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va A.I.D, rjay ezhe,,rij.c-- m,,ree in vyrifJr,!v, Eorxvvicr 
ahall uot roquent diclaimse-zient frar A.I.D. umUl it li,- a 
up-C.ruvod Gpc3tMc diab"rcv.nemt or 

fu."ds m, A'Ln., P-:)rroaerCRII)IcskOp anti 
shs.11 dlaburcze, or rzv.tse to be dittl.,urfcd, Sit:1) fLnlu to 
MM,%Qv or ct'-f'PTC0.0y W10"in f-Ifeec.-l (3.5) da-,Yz f..f* taclr 
ree eipZ by Berm,yar. 



Pro~omnI 

may ot.WI'DvO ague itrjZn cI excopt As prcvidad in Sub;iection 6.08 (c
uvitb 	respect to ru.rite ftsu'auxce. dixburztst made 	pursumt to)Se--tion7.01 ah411 bea une~d cxcluv~ively E-o fia.xnce Frocuremacnt for tha Pr~oject of
Scol!z ard (Jorvicca havi~ng tlhoi.r 
 lv'-,rca and orl:_in in countriat iucludid inCoda 	S741 of thea.. eS&,i Code Book in effuct t t he tixac orders
are VL1-w:, or cantrCza are an'..era1 into for such &goic and aervicoa
 ~ Freo 1Vorld GuodG atr-d Servi-c"). Al~l ocean ahippirn, 
 ff.tcodtundar tha Loain ulill h-ve hoO. its so'uzce aic' orfijn iti cenriastneluded in Co~de 941. of tlvz A.!.D. Geogrsphic Ciclo Loolk in eff.-J-t at the 

to Grction 7.02 ~h1 ~u~J~1~v'yto £-iuince procurar-oi. Coru theFrOJO~t Of 0:OodVa &i hcxing bo-th th~eir so~urce &ad iUgJU iiz 

agroo in wrtn- no gcaoib c'~r Go-vicor. wty bc lfirz16d under thu' Loinwhich eve proctic.d puotg -. to orders or coylixactn fir~ly P1,Vc~.i 40rentered Irto prior to dats- ofthe this Accizet. 

&nd scivices procurci for.. c Projcct btit~not flnaucad t'nu'r -ti!, Loin,shaill hirie their eauree and ririn ini co'nr-:io., inz1ud.d in C:)(14 SYS ofthe A.I.D. Gno~vplhic Codc B~ock as In effect at the time oreera sire placedfor auch gooda oird sorvices. 

ZE~CTI~i 6.5 o rcrv-.-.RqucL- ta. lidfi!:1tiOQ apvlic, .1c, to 6--c Oltrlbilfty requirwruant of Socticoat 6.01,6.02 	 AUt4 6.04 ill be mat fcrth in etil in 1IVIenztcc Letrars. 

VE7CU0N 6.06. P~.I.F~itatnsodCtrcs 

(41) 	 Kxcapt Rs A.'.D. n,?y other'uiae agroa In writirls, TOrroui*rsh.,ll fL-rirh to A.T.D. prcicptly upo~a preparotit~n, all pleno,
upecifications, sched-ules, 
bid documfints and couactn or
other arraugainte reloting to the Projecto and any
modifica~ious thci:,in, whether or the goods &rodnot 	 mor'vicas 
to vkicli they rel~te ae financad vaider the Loan. 

(b) 	 Except as A.I.D. may othervise agree in vritimj, all plans,specific-ationag and achadulea furnishod pursuant to subsection
(a) abowe shall be approved by A.I.13. in writing. 
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£nmomiifiett ion received by Brrovrer tir~er anch in1surauce
 
.htll ho used to r~placo or repair aiW maerial daxssne or
 
coy loss of gooda insured or shall be used to raiaburse
 
Sorromyor for Me~ rarlavenotit oit repair of &s.cbgof',ds.
 

Any ouch raplaceete oball have their source and origin
 
in countries inclu~ed ini Code 941 of the A.1.L'. "ge~iraphic
 
Code Book as in effect at the Lima ordera are pIlecad or
 
coatraxts are ettered into for ouch rcpLacewor.e &PAI chall
 
be otberwiso oubject to the proviniom:3 of ti kgee'cnt.
 

MVCIQU 6.09. Fltfototo pota"tir!1. Suppliara In order that 

Oll Witied St~tes iv~s~ihv the ipotuLy into pti.:irt 
furLiiihilnp, goodo an~d aerv;Ices to be finsnce.d unular the to=.~ trrower 
a~vaa3 to furih to A.I.D. euch inforwation with regrd thT~eto, tnd 
at such timva au, A.I.D. %tiy request in Irpcitantaitioii Lottaro. 

E.cor'n Ppr 
Bo o--Q will tiia'JAhr&,.to c fnlcd %ui'Acr 6.c Loan to 
WI.60c B43rrOW,?. LlkCO title at the ti"o of prot-urema4't, iucb renon !itionac 

Ijvitod 8tzteo Cove rnt-norne-, &-,:coos Fa'operty 8s w1ay bc coasia~uZ t uitb 
tiao requireets of tiho Project aod as miy be available vi~thin a£ % rl 

period of tim-e Borror shall sec1h avaiat.~co from A.I.D. and A.I.D. 
will anciat &irowa in aacort.ainina the arails!ility of crA 0n oIrsfinj 

evecb Excecrg Property. A.l.D. will rz;i rerrau~c-nent* for elay cav3:ncry 
Irwpeticn of such property by Zorros.,-r or ita roprooentzciva. Toote 

of inopection &adr ot w'.'qt±1.otion, arA all ch.-BrS'e incidint to th: transf2 

to B;)rt&c of Puch Mtceas Property, wil, be flni')ncod unear th~s Leau0 

Prior 	to procai, nvXt of er.' gc-odo, othur tbru XIxcaua Prc-porty. fln-.txcad 
the o-. wad after Lzvin3 awught such A.I.D. asofize, EBoror 

SIXTCION' 6.10. 1hiftnc Etztcs~nr~~r~ Fcd y 

u-ner 
0&J1 iudicatt to A.I.D. In vriticS, on the bat of inforwticn then 
xvailahle to it, aither th'it such goods cannot be mada cvaili~~le from 
rceoiidltioned Unite'i Stetes Govort ~ont-'ov~vd Excoss Trol.orty, on a tix.aly 

the goods Z:at can be mide a&w-ileblo are not tachtic-olybciis or that 

suitzble for uua in the Irroject,
 

S~ECTIONi .11. pfor(T-:ti.!o1n M Hai-Lf Dorrow'r osll Sive 
a a progra of United 9teten aidpuiblicity to the Loan and the Project 

and uvsrk goods firArncad undaiIn furtharance of tho Alliance for ?roarass 
the Loan, as proscribod in IlomeentAtion Letters. 

http:tiia'JAhr&,.to


ARTICLE V11 

Dint-ureemisnts 

SICT103 7.01. Wem o hts ttsDle ot -
Lattoe ofCm-ntmeuttoUltndUpon sa-IA faction of
 

cor~ditionv preado$nt, Dcrrowar may, fron tim. to timie, request A. Id..
 
to L.omo Letters3 of Ccom-itment for apecifiaJ ai,^.t'a to oaa or itore
 
Urndtid Ftaten bauk1%s, ar isfactory to A... co iitinr A.I.D. to
 
reimbure such b.-k or benk3 for payrtu nAd by h3F) to contractorn
 
or ouppliars through Lottcrs of Credit or othc~i:ire, for Dola Costs
 
of pooda and servicen proured for th Pvoj..E in mccodai-dcc w~ilJ the
 
torra and conuciins of C:hia Aeetnt. Paywcat by a kL2iak to ai conrcor
 
or supplier will be wnqde by the bar.r3 ,o prexa-a'.ic'n oZ such pv.n

documc~tation as m~ay Lo~ers oZ ac~i~.z
AJD. ucbin nd 
Xmplwientation L'~ttcra. BaikirE- c1h-argas inctirro,0 in cayncorn wu1th
 
Letters of Comittmonn aoa L.2tzo1r of Credit~ cliQall boi for tbe cccoant
 
of Dorroar and mny be financed tuelar the Lowan.
 

SE~CTION 7,02. DIA-rsmn fo o-lCsrjc Upta Plisfuct ion 
of conditions precedent., Borroumr mviy, frora time La timo, re:ttxzt 
diabi.arsement by A.ID. of loc~il vurk~hncy for local Currenzy C3.ita of~ ZcdR 
and servicas procuroed for the Project in aiccorda-ce With he t~'i~il &xrl 
conditiomv of this tarec&in by su!=Ib:tting to A.I.D. t,uch eispj rtiiig 
docwnmtmtaliou as A I.D, tv~y preccribc in I;l ti Lotte-s. A.X.D. 
shall,v4ke sucb cliabuxee21.~n-,s fromn loc--l currcawy of Farjtxsy o--ndb7 
the thitoeI States CovG) z-.rn-. aucc obt.incd by A.I.D. ALh Dnifc! COtct 
dollars, Tha United Beta# d'illor oaciunt of the Lo~z. dleburae4 unt:!-r this 
Setion will be the Unf~tcd Statoti d4nlltr equiv&dlat of local cir-rauy 
diaeirsemnto detorczirid at t'he rate of exchaie es cblished by the 
Gd6vernj~aqt of Farv12nay for officiazl tanonctions aa of tho da. of each 
respsective diabvo,-nt ticx definn~d in Section 7.04(b). 

GRICTWH 7.03. Othar Ycraq of Di.AuneT-t-a0 Diab'irsement of the 
Loan my aloo be ,u-s Darrowar ovd A.I.D. u97m&~th,. 
agras to in vritins. 

SMCTIOI. 7.04. Proczduro for ani Jato, of Diaburaeiict.t Dinbariaemonts 
by A.I.D. shall bo dogcrad to occur, (a) in the case of disbucooenta 
purnuant to Section 7,01 on tb2 dsato which A.I.D. makes g diaoinraeeent 
to Dorrowar, to Its desianea, or to a blinking Inotitu.tion purstumat to £ 
Letter of Comitiment anid (b) in the case of df bisraomentg pur~aaut to Sectiou 
7.02 on the date idao1ch A.I.D. disburses the locail currancy to rorraver 
or Its designs*, 



otews age 

NX-D~Irc~1C OPt as A.1.~~aym 

dot!-wCauxIe which t";Y be called for bY EG()Phtr formn of dtbuvpSO~tIrn 7,03 o or ~dormmov~rjo-o thxr9rcoujved by A.I.E. fcty EVD 
aIlI be isgtjed in oeamir toc reque~ntsea ;N~1o ~ro&~ after datvs ofE this, Arcmej,*,, nnrdW. m d Wf'-"~~:~t dQ 3'OMI'i:tiof Z3colvodbzI by A.-LD. ord~4in Sautio 7.01 ftary rLY 6t i13nthe froL, thn aof tI~ Akr(Jw4't-.t 0 A,,D at its opt~mon bomiysu~ch date,0 redu~ce tjho 10 by &I,1 m- any tiv Or e~ioLLt,or' 14,1Y p thwj ,vrafter 

*(M W', raceivc-i by juch 4&:;C.rthreo - lih 



MATICLI Vll
 

Cncelltcn and surrenstop
 

SCOION 8.01. CnA . atbyEorrBr Borrower vay, with the prior
written cons nt of A.IOD. ect,-el any part of the Loan (i) ifnicb, prior tothe givias of euch notice, A.L.D. hao not diabursed or cotttem . itself to
dis-burso, or (ft) which hke cot than been utilized through thn ietwanee
of irrevoc&ble Lettere of Crodit or through bar!&pasy ante mide other tbha 
umdcr irrevocable Letters of Creit,.
 

SCrUI0AN 8,02. Uants 0 Pef .slt. A colerz.lpn. If n<y orn or more

of Che following eyewoe (C'-C'' . oi D-a.eult") eliall occurs
 

(a) orrou-.v' ohall have filed to pay hae. dunc zriy interest or
tstlriLent of Princ'ipal roquir.eA u$ndel: this ASruiecnt; 

(b) 	Eorrow r shall have faiiled to ccmply with iny oth T provision
of this Agreoi=ont, Incltdirn but without limita.iov, tie
oblifV.Mon to carrv out the Project with duo diliarce and 
efficiency; and
 

(c) 	 Rarrou-er ohall bave fn±lod to rey wben 6u. any £intereat or 
any innuallsnk of Principal or any other pa)men" reulred 
un.der any other loan ap',nftn any zanty agr t, or 
any other arom-nZ baova- Borroawr or any of ia &ancas 
a d A.I.D., or auy og its predeceasor agencLes. 

%%enb A.I.D. may, Gt its option. give the Borro'ez notice that all or any
part 	of the unroptrri Frimcip,1 shall be duo and payable si.zty (60) days
thero.fer' and, unleso tho f vem of oefault is rcmedied to tke aa isfaction 
of AI.D. x ithin ouch sixty dat 

(1) 	 such unre.psid Frin'ipl srd any Internotaccrued herminder 
ahall be due and pVyabie immodiately and 

(ii) 	 the ewoutnt of any fmrhtter disburoemenits mado undor then
 
outi:Zauding irrevooja)l 
 Letters of Credif.t or otherwise
 
shall become due and peysble a moon as made.
 

SECTION 8.03. pesion of Disburnemot. In the event that at anytimes
 

(a) 	An Ivent of Default has occurredl 

(b) 	An event occurs that A.ID. determines to be an extraordinary
 
situation that makos it improbable either that the i-rpore of
 

http:roquir.eA
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the L n will 	be Gtained or that Sorrcnmr will be ableto perform its obligations under tLa arec ontj or
 
(c)~Au disbursemnt by A.!.D. would be in violation oflegif lation goveraing.. I.D.th the 

Then, A.!D. uY9 at ita 	options 
(1) .cusndor canesl outnanding coitwantextent 	t1t th y hAve 

dccui.sn to the 
of irrGvocable Uot been utlited through the issuanceLe~trg of Credit or through barother t 	 p,210ann In umner irrevoccble Lattare of Crodit, iju viqch evatAlI.D. ak~ll 8ive notIc to theo 	 Bcorrorvor prczpty thrf earj(it) 	 deelftm to makt, d r otherthantliai uri*horu ' crAlincmumi~nnt dcu.ente; 

(iMi) 	decline to isnue additioral comui£zent doctviztnt;
 
(iv) 	 at A.L.D.', ewrpin,%direct 

the Loan chall be 
chut title to gocde Zinnncd undartrcfcrr- to A.I.D.t.a eource 	 if Ehe ac'.rdsoun-o 	 crc fr-ozFaze ,y. are in a dclivratle ototenot boom offloeded in povt ea bhave 

ditburaoxiont =.1c or 
of eutr; for riTL1py. Anytc, be malde un:der Che Lotn with rrapactto such traruJfcrred Soodz shall be deducted frot! rrizzipal.

8YTMZON 8o04. 	 CAncelato:a b%disburnment r'ucn. to 	
.- . Following an" s,-3penclo


&,03, ifctiou 	 n of
suaponsion of di burRamaci	

if tho c cae or ct:ws for such
6 shell not hve been ellmirat.d or corrected
wliin sixty (60) dayo from the. dat:o of such micpa-qicn
ite option, at any t.zue or 	 A,..D. way, attimej W errfter, ccncol
the Loan *at is not tbc 	 1l or kny po.rt ofeither d.bu.:.Gd or subject to ir-revocablaLetters of Crodit.
 

S13JCi0-iCf Y lJ 805. Contirt .ffecF vanC tPgany ecetalatiov, surpoaan•Up"L~ L f o "f; di uburat:, Oo3o.... .nt or ,
..... cc. 1"r=t.. .
"'t •c i r e w g ,the provitions of 
 lis Agrecvent shall con-.iruo in full forc2 ,,d effect
until the payment in full cf all 
rincipal than due and 
iny ac:rued interoat
hart-undor,
 

3 CTWOR 8.06. 
Aofuodj,.
 
(a) In the case of any disburenment from funds rocoived under thisAgreement not supporced by valid doaumentation inwith the terms 	 sc-ordanceof this Agrsemont.not made 	 or of any such diebur.aeaor ted in accordane w.ith the terms (f this Agreementv 

http:d.bu.:.Gd
http:dccui.sn


A.1,9. norihsadv the avail.ability or ex~orcise of any 
of the other rumedies provide~d for undiar this Agreements 
may requireo Dorrmer to refur4 to A.I.P. ouch smont in 
MW4 Ststee.doillars or local curreacy as opetified by 
A.I.D. withi thirty (30) deya after receipt of a reqcet 
terc.cf. Such amirnt &hall be made evalikble firat for the 
cost og good3 and cervices procured for the Prcojoet hereunder 
to the entnt jutifif Lo tho rennincdcr. if any, chill be 
applied to instalIlreats of Rvincipjl in the iiiverza ord.-r of 
their msturity tkaveby affectinjj a roadsctfion of the rmevap of 
the loin by the gtrwuzi of ou,-. reirnider. FotstettvThifg 
any cothor povisfor- of thin Agveamrmt, A.Z.D.1r. rigle to 
require a ragmad uwith rev;peat to any disb.irse.-crat ura tha 
Loan eI'vll contiizud for 5Pive (5) ye-=--a follo-wing thac deto of 
such brzxit 

(b) 	 In the avQw.t that: A.LXD, rflcaivae a rePand frori any cmitrat-tor0 , 
supplier, or baakiLiU Islitution, or fror. any cither thf.rcl pz;Ly 
cowU-nted wit~h the Loain, with rozpcc:t to gc-odo or services 
fiwunced uwmkr Lhe Loaini, rr.it such rof~tnd relseus to an u-.xer8scu-blc 
price for goods or sorvicas or to goado th~t d-**drot conform 
to sp.cification, oi to aervices that i.cre inadequnto, A.I.D. 
shall. firu'., mai~n stch re~aird avziilbl for the cost of goods aDn1 
servIcas proQ.ured -o the~ rrcojcrt hzr~under0 to the ext-.en-2 
jusctifted~o the rmr-uzJor to Lc anpplled to intltens of 
?rincip-b]. in Clio izverac ovdez~ of thaidr wzxturiq: thc-sby effecting 
a re'c.roa of the eonur. of t:he Loan by tha aicri of atich 

90O1DT. M~7. of Collect .or. All rcsa.I conti incurred 
by A.I.D. ot .i: f its &t~iff, in conctio:i vIt.h tIhoh P-lro collection, 
of av.y refund or in conre.ctioni witCa Prounts duo. A.I.D. b:, rci'.oa ol the 
occurretnoo of any of the L-Yent? op-cified in £rsction 8.02 wy~ ba c&ierged 
to Borroweor aul zhl be r,:iiburael to A.I.D. b7 the Borrowr in suchb 
wrinnr an A.I.D, mny specify. 

IRCTI01N 8.0e. cf Nol ronsorsible deiay in 
oxerciaing or anfpafinto oxavciao any rigbt, po13Y, or rmsee4' accriin to 
A.I.D. under this Agrocttcn ahr.ll be ConstruecI as a waivar of an;j such 
rights, powirg, or rsitcdies. 

http:A.Z.D.1r
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AR~TICLE ~X 

~ fvm&%~.or acn Dcztr~ V.r WOOA~z~~n2 ~~ or bybe dcmd tc h V br&' 3 ~4 108 &i'e.shalluy Ei"Mir. mtrcc or srmt w l~ par- 7 to, ! hc~jitzed~lad14I-3 t cA.211 bc dcAivarod to siucb Pjzzy by,#dot:O, 

orTajrSjnGt0"folwn Oacg 

-vv, 

!Hter'. it to17. 

Cliibl .Ad4rrcr3: P?.CXWJ 
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TO A. I.V.: 

I'Ml Mcdreas 	 UWAI) ?Miasion to Paaguzay 
Asnc.idn, Paraguay 

Cable AddroamuAIo:rTa 

Other oddremacj m~y be tubstituived for~ ths aove tupz-a th3 '! of n~tice. 

heamer shall bni LiEZa[;Hrh, otmcoaC r, &A.ZD. maiy otharwivo &rac. In 

writing. 

Arcnnt, Bovrover w.IJi rrpf.rzo by tho i!~ividvel hin;fi ar 
acfing it2 the o~giecc: of Mkii3riter of Fmirco an-1 A.I.J). %.1.ll bn; e 
by the LriiVdul 1dira or 	 nn W~ tha offic-i of D 

Adt~diiczml roprGsief.tivrjh by vri:ea noaJco% In t:ll .Vu 0
 
an~y rpl.2cesvn or athcv.- di:sgion ol a rq,;r.e r21tt' hIv2VA:r
 
Borrower shall s1wi~t a *aincm..i thu± n .:o a
ceT 	 r-Zv7 

roc,3pt by A.I.D. of 	 m~t~neti*c oAZ revce:1-o10 of 0., of~ict? 
duly &Uthlorixed ro!e oir.,cUlm-~c daiici(: 	 to 
t2his 8gcrfon, it may accept !tho ai! !At~re o any geuxc o'i or 
reoresenV:ntivaa on atty za.- sc craclusri7 vi dc tta.,Itcinas,:rzm. 

efft,.ctod by such izti~inut if; duly tmioi,,d
 

hainndcex in cc'n-,o.,tico' w-Mi the 	 Ofprt4 ' , uof 

SCTION, 9.04. __ 1-iitz. At (o:ah-Lim! or rLy.7a;.'! 4z! * 

of Indehr:odncs -ditlh rot~part te the Txai t, in ev.zeh forn, on:;iii- ouch 
terms &ad oupportcad by aucL, legal rz1.oo&,,,, A.I.LD. aquylo 	 iro-, 

of ?rIiiC:Lpel azid payr;ontc' all ac.mriv. i:tr.t~. A~ramt~ P.11and 
obligptionz of Borrolmr aml M..D. ther.-and3r ahall tarnuftoo 

SECT=01 9.06. Differaan inn-. TeZolh ,uevorso~n 
of this Agreaii'ut sball be utc2. to reolove differencto i'l W:-.dir bcoen 
the English version and tho Spiiah vorolou. 
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".iu&through Its repctive cW7l attbaiz~ repreeautaivag, hwis 
caus~ed thlo Agregwivt to be vigned iu their nw, an dalf1.w-?cd aeo f 
30 June 1975. 

RI I COIM-17.t OF THE PON, TOR~ CO PIM OF03 

'kClabI F ~ATY IV TkE2O 

to Nvae, y 



HOW ImIi3rn 
h.gol f hePR 'Jc st nrai h r ctiyai 

.pwtin .RDOO...... lb .n .W~o. Zar ~plentary an 

Lomin to te, rvr%*l ei to reurei some0 areueaes
dwct4ng -tho - p*1 o ta~ionphaseo the6 P jecqc, th 0h-4lbeef 

for yar.p-eiod., 
Credit iulow, will~b~e eat 4-0, 1 lttn. 

tratio6s of l10,00O-awl abovae tberofoz'es 'ttiy evwdi't aly,'aiI sea 
"il~eSmallfannoars l-ete4 it.a rural, Mu~ atio'n"o"I *00000 even"tihough thoe credLi, nlmoa, will only tbe'sOrvi~nk'est ki s -13,5O farmers 

=I 4,500o riiiaI 6ellafra tythe end of,te projet . 1979. in 
06 tona Amtheatucredl,nit w maot~ure, they plan to open branch~ 
officis inrural, conoentratima of a3 few as 38000peOCple. 2;-

BDy the,eud o1 the, project#UNIPSIX pliu to have 12,900-0 bars
 
and thocsty to service20,000uia311 far wrss, Sirce, LUMPA 6sara
 

4,y o 6ie Ufam' ppeduooe
clunito £ or fArm icithadeprvdn 
4> ervico to, gro(ap ihch~uara naot yet mmbwer do"i',Upsaa Lisprofit

pictuare, 7or tfiam'roon, MfIFACO, sweaOle toma#hkt crops profitbly
for abtut 6 000 avalL femars I. 1973, eGven t?"i~) Ite uimatora1h4 
11btat 21,000. Dince in the futureWO wIM0Ll p'my patmateig retids -to 
mers only,,tliorcw±Wbl be V aror mn itiv'fr to Jntuau stcooarsiv as soon a one As suvig their~ vicinitYS 

As maintn abavea tha Lown will fLnano an asaw lpato~
iuccraratedro' tor'vide redit, teehn~coal eaistmw admktlfM
services to, MnIoll3calt Parapaayaa farmars. 4lhe total .ppsst

~4~4of five, Gemon'st (a toeta maustawio, to tZZACO, w ID , to.MO
stieftothan: thes, ti ytwou initititionae sad thei mombox. 000peaves , 

4orGtunirtioul ly4 (b) tebachatal asslitanc toe 1 #h, 
bin 4ith ,new famiW technology and toAot ch" n a 

mkot cropas .5th. gial endzo, rolpi:I~
'()credit sd (a) tAking. io,'rUXAO-L-p- -t * 4- I 

~b7e f by an~ ro& Ustre t 

~byI Wtj f Arcl o
 
coeaiv.a iwit a 11
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cetrlen jpUUi.avv" goareln a IStalC tIva TO 
reltvely, saw and wil Qgs Loin rov0 CAir9664 ud.o& 
ft~i1*1 bus We they- edn, viilfipl7yth fo~vt
 

eveilabi 4 to theia em. o .b
 
inwv ahir- finaacij beer ru ; rs
 

ava13 -bl. tho funsawra
)Atthue t, h interocit rite r d b 

iXIXACO as, Uitd baby.e 

Xaecooperative central v7 11 6* reilponcible. tridfvtill~y fO?,
repayii 'its-principal wW1 interest a)lthe U6orrowtCI1CP 

ropy tslon~o, 0 in aewith thehoDorourin eaz 
lander's awrtixatioa xc~o4ulcs T.hioh wills £nUo(Q-tT rc 
pOrko on rpayiaots of the priteipal. m~MAO on.A OI~hoir hmdo
vill trpay it.on 64,O or.a, 2O ;VAVt pbriod lli AC4OrtuG with a 
awrtizatiouz schadolii to be'Am-lope. 4 .,tb%'a Borrosmr ui Vill~ 
Lncludafiw T CO, on-repayuint- of. the psv1cpul.grcPori
Thetaeitalting difference L ,fuiiWoVill ba evixilala to the Botrover2> 
to f iance; ltsibli 16v sed. , heAgricuhtura. aacfor. 

The eteblishmost of1 the tradituii svel itt4wry ha <C 
anblad the Borrower to surve maill, aivers sfftvel, The rCO&r 

U044 to pava credit to small- fa4 begit itb'flCMIOP asaisting
teCredit unions to~ ptawari an s~al Invst plii for ac 

farmer. These plan.. In tuM -axe aaeptod Into i*t has boon 
tarmd the credit union' s. .wAt Vobal, invoset1tp1& CWU2OQr 
peasants to the NIM for LU. Wrouvale&gloeal "InVeetsatpla, fair PCh 
credit unions The INS 'd.bre funds 41rsct4p ta th-u Gtadit union, in 
acordeawe vith the plaz. once it aba n,.Prmwveds 

The provedars vsed to pass ZmA .41sbu ats to smltfasU 
will In similar. Tbie adit uniu vll,4cutiae to~ *rps"lobeu 
investmeat Plas Sad Pvwu&tth=AO vC"'lQOO1.k vvt' th PIS" 
will no bo presentod e~avateW sto sh* PWilRlb 
bis:sbaiti i tot t.ehaev~vWT ib_Wi l v~t 

afer' appsitth s,TOteU, TaU iu1 L,, 
-ad 4el~jvy ie ~ s~~ 

*~ h~ s#sL~4e17f40 Nam-

Y VLt,qdoiCAb 



'.owl 

nsuYtaz~ag 


OI~1~L~~t1~i~t, ~aio4 


op ~~ ~ ~ ~~SUis Ml I5 

vray, y 

"-vol ocL'i aatf, MlearWilL 
~ ~ 1oao .4Let o o ago'
 

ftded ara I~ n. at *ioavVoparly an4 ar-at cjn
in's1gMs1e foA!:, U1=n suich L It4.n crTso
 

%bean vri for ml1amol Villbe uma o
iocweoe 
C-evta1 4w14 to ;U:chOsg fpQilitta o r txtsc o tqrt%Uose will,, 11Cud woin* *trp storoa cojc, r 
a~cds thase Oatiyrito *u @a*6~Lto b' iae Too typc ofcto j V't UNtbVA00te f.for Puaroho~L~One CA011W4111osts 6f<4 fLa ot~'41~for tho £&wltjas$Qo andl the ost00f
allouad #$009oOO.0* tha I-oog to aisclt In umon~~s~tva 'it.-~uotklaS cIs4tal requr=a, for thoa cavkt Ln of oarettiuol.ffor A-zLv. fS#AOCns, 

The 10-U dvburwwta to UjI1WAC4Vill ~p~#b $Ans~Of doclsataeUOM to bO daread upon at 4, 1ata, Onto by tW UMP and A...5 

Total Praoot 7wuds (Cy 19?5.1979) 

* Crodit
 

brkb ~W a C OL6 mn AC0 
Go~ 
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beht f 42,000 
do OthSV (Loado bon m support 
be ft"nn .. 
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44.4 

W~EA~ iL-Jt-epz'ov d 
_oamay cce:6 tifde cfr eft~ ~ fit b~ c ~ 8 1J urob b t n b c r eca a4tain-ed ~(Sev Sdtii i 8Or~V~~s. ailJ 

WE=S,, the iDorroer anad A' I.D wish t-idic fl.f.theI anrd, i vie of' said reduio Oft arinfiProject' -being fhnane therlndr, 
TBE ARTIES IIRE3 amend'an Modify Sai Loan: Agimn as fvow:. 

r.ARTICLE I is amended a follows: 
a. SECTION 1.0i Is modified by,,deletn hzfofigres t1FURMILLION, SEVEN H11NDRED od nTHOUSD eNTE andIwordsE
($~0,0)and insertiZng in their place the Words and firsrMM~E MILLON UrE STATE~S ]DOLLARS ($3^10041 

b-SECTION 1.02 Is deleted in its etrt n h olwninserted in its place:enityadhefn ig 
"SECTION 1.02. TheTeLonwl fnneaeasenini p r Z inti'-at~j program to provide credit,technical assistance end marketing services to salsgPargusan en~rs.Specifically the loan will prov'dCredit resources in the amount of $300,Ooo to ParaguayanASMIll farmers thlrough the0 Central CooperatIva NaciomalAhorro y Cr.~dito (t1C1~DIC0Op).4 de 

(i) tGchnical assistancej to CREDXCOOp to strengthen this 
Institution a-nd Its cooperatives organfrzatimally.element will be finaced by This 

(i)technical assistamlce 
an A.I.DW rn project; andto the small fftmer 4toprvdhim with new farming technoly Pnrtovto~uthe ffmraig and classi1fyina of his production ,e Thimst 

idet 

element will be financed by the tinstr on.:a~ltw
and the credit unions.
 

"The project is more_ 
 "~lydsrbdin'Ame~2df. 
attached hereto. 

'44 

&add Annex may L.by imutual agveemrmt of theate,b'MJdfie4~~- inWrtn J 
r'4l..4k 44 



V.TIcL II mneIafollow 
&'SECTO sced3O	etd16 4sei 

~ci ~~' on~ pr oeen t e an r oe, t f rI~i~ ae...-i~ ~iiis ue c 

(a)spi A 
 M DomItkr
'd 4vm'Pr .~nm...ro................~

v ,"Fvlo oLoan;....
..	 a......oor
 

- '1~)a s dagem n (ormagr ement bet ,lethaJ s
Borrower CREIIO O r fothudr:teimanoci~s ,undr Ahc Loa 	 fauns e to
tore.Dlen tori and incin 	 ha:C~op 	 prvisios 

Sgeeeft rbidng fofr flif~cnt progra a 
e credit maag 8no 

p 	 UAelI (let to Ntnanl a~ 

r oe' agn o 
(b) agreeontaor
ASn bais; t) eten 

(J.±i)~ ~ IOOCsDCOPwledttinog rdi ninfufl'intame 
(it) CICOOP iludtiipntgI 

having qulfuds aagrs 
Prvsa nt 

asnic tevaumis;f h P roet by ther 

() CREDICOOP, wti ng twele amonthsafe
firtding program andi offe 	

te 
qua ifiedawl

credi n on of haft to anybecopertve
oal asseratsis
 

(In 
 unD~opw~ o reitg~ haslessd o 

(v) Lavn fuds and f u ale 	 on 

Pat-4t in Qaojointj 
annalvalatin o th by the
PrjftJ~ 4 

(see 'Anne startding twlv mntsg - h2'~s di4,a. 

In toa 
 set 
 nesriv
 

been-	 audte wihi t' 'Oe, ,a 

W oth e 



-- 

(i) 	 CRDI r8hu stated capi lzt 

_d igOEK , ta ec 	 et 

Dilcrb 	 V8VilCRatit() 
;i ooe 

and'~ e'-ohd 

of tohrste wo ith adpretgtoeinp~vdb A.14.I w rti i6'o 
coirune rrkememo en tg operations, fo' ec61o

yegeardr the ffrict five,.it fteyels iniiaoi-lersthn tunrti u Losi;' 

x) 	 Slet' forth 11EinliP ton thuie al rringfanl
cropsrtv aid ekpd~es tof ecedvalue
RoBtheharestd, ofi an operaetives to t b
be covedbyArD wiftigtyi to'~n'deuat 

posssse semet uinder ia Lonagnd eoe 

(d)Amaneqetuir DCOPlandn w0ie alc C1rroriCOP il
ceti8operatives nder the Dorr'therC1eohaing 
Wgemn abondig Icoeried by adeuateco (dlit 

(c) A aktn vaices plan (pepos,aredin th~atio with"'OP 

development goals for CREDICOOP. " 

. r 

http:five,.it


SCTIO ,ua0±b eered I s etr n a 

C='Egbv,ibl(Cpondtfer dn ent~a A,Aft~iII~~1vebun 1Pez&I, et B 
date 6ferhd'f Irat'd,tisd' ewetkox!&thLoabe 

~4 progms,,t afI tory~t6 A.D. t atoaS f1 6 ~cErc~ 

!SECTION,~300OL0 subsection (b) ,2 Inndfe y'eltn hrfo 
te'ozd "Withini GIxtY ....(60) das and in "etion 3.03' itihunidr'ed~an twenty (120) days After the Qe itiio of thrl A~reieMnt",

and insertinjg in their: laete words, bIy usit 259 1976". 
3. "'1ICLE V is amended as follows:* 

a.SECTION 5.01 is deleted inits entfrevW and the folloing
ineerted in Its place: 

"SECTION 5.01. Enforcement of CIREDC yj a.~jDorrowe Ihereby specifically covenants and warr -ts tf it will abide
by and enforce the contractual oblIgatic.*i entered into withCREDICOOP in compliance with Section 32~of this Loan
Agreement" 

b. A now section is added as follows: 

"SECTION 5.02. &=alI Lva Ion, Dorv~ower covenants andwarrants that It will paricfipate with C*W)ICOOP and A.I.D.
In an annual evaluation of the Prij eat." 

1'c. A new assection Is added follows: 

"SECTION 5.03. Imilemntation CovV-R-ntB. Borrower covenantsand warranto that It will: 

(a) Not require mortgas on real propert. for aiUoa32smade to CREDICOOP that are eeaxed wilb crop 34M9 Vpersonal property liens, or coil~re-suffila toguarantee said subloans; 

(b) Make d~sue eeets to CREDIC0OIJAe ' 
m ipon ~imul< ~ investmnent plans pmre b RDCOPadaoo 

bythe National. Deeo~nl an vM 
CREDICOOP trlen.,loiui repayislwi D't~pw 

- appro~val. provided,- however i 

P- I 



Di'odUti a~e ad Se QU . 

anccthate, 

the Natioiia1D~ O ixnank ~ ihU stfiez 

(di) Provide sevcs0 giutrl eSo esner'equired':to prov'dedqe tehia asis

tfairew-membeij of'CREDICOOP-oredt' Soina 

Or)o th0 best of Borrower's ability provde~ 
4 4 ~ 4.tural production credit.trVCRD~o.agts . 

most favorable rate of Ifiterest- for, cr~dt zrequfrments of farmer borrowers. for. ca modits not 
"jT. 

*-eligible frAID iacn,,oCEIOP
f affiated rural credit unions; anid 

N~lot reqlueSt diabursement from A.I.D. until It has 
and upon reOCipt Of fuinds from A.I.D., B3orrower shalldisburse, or cause- to be disbursed, such funde toCREDICOOP within fifteen
by Borrower". 

(15) days of their receipt 
. .. <.> 

S*ANNEX.. attachedi to the Loan Agreemeont Is hrb oiidaproide in"ANNEX I-Modifieci" attached hereto and incorporatediherein by this reference. 

ofthe Loa1 Amm ta BPoiilsgede remuestn frl orc andIOO 
effct
 

4 
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,to-,,incre se Apout f 

a tWrtan flOOOa above;o,CRED1COOP,,,euq ~poxt, 

bi in nwj 'Rfn xplnt oe hfie frobois e 
on '+0 ,000 0 even 

aeslsedt rura 
ttonovid c10.0t, and above; astereondteen anyvcol erve~ 

Copeatvewill bae l of en1tate8- coen

amlltesal farwuaya foatmedr'. Th totl oam fos~t of fo40
 
CRDIoOPhdf ~ill otny.e ioopndaive orft6al~ tot~al
t ~~ ~ ~ h ~ nUfreb to,provie htimt 9,t00,'farnrin
asitget
tiesioondtoe rutral 6he'ibiswo, p'9dOO and tliend ofth
 
pro 4tin; 1980 Inredition as ths copeaies matuethey

plincio penprauch roffices by treural an~r ins ofs en
 

Y esniaAID oanroe, willbfinan iitofnt bintegrated pryofa
togrideuz credit, tchnDical anssistancoe retin g(a)ervilesbe
 
elemnts:by) thnloa assstance~tilfl'.e
CREDIOP, natrilyb~tCRDICOOThepupos o this+++projec is++ to: i deveop, srengten an
 

+I+CRED ItsO a embrcoeatvsog1 level' ea , ( ehia
intttinlz nationa
++ and iqrts copeatv zainlytra ufat Parauaya f+masdelves ervce moll+++ CMI°OP'-'Wh will 
++++++++ cr++++it$marktin +,+++ now+1++prvd+++++++ed+ "ro other++ +!++ xid,++asitae topte+++= ojoatmer + i+ + +: ftsl toroider . iw s+. ++:++++ loan,+IO..... ......++ +.......+++++. ... ... '( ffiimDp.........id il bi+:++.....ph-eajJ
++ ]I11Il; l5+ A..ID Ol.............. + i .. . ve ...................... O +:
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C' 	 Pzirrt Oh lmtive8 

1. 	 Forty viable rural credit unions; 

2. 	Suffiient marketLng/services cooperatives 
to service

the 	small faruer members of the 	rural credit unions;
 

3. 	Twenty Lhou&and aci=ll farmers receiving credit, farm 
supplies and marketing/services through cooperatives; 

4. Small farmers receiving an increased return of 257% on

the sale of products because of services provided by

the 	marketing/services cooperatives; and 

5. 	Small faroera' incot increased at least 50. after five 
years participation in thin project. 

D. 	Restrintn to Progress of Proect
 

1. The small fanmer'a inexperience in using modern farm
 
technology and 	 formal credit; 

2. 
The 	small farmer's conseivative attitude toward chang
ing 	his production function because his 
subsistence
 
situation leaves 
little margin for failure;
 

The 	lack of small3. 	 farmers with the management skills

required 
to administer the affairs of a cooperative;
 

4. 	The relatively short time that 
both cooperative insti
tutions and their Centrals have been in existence.
 

1. 	Critical Assumptions
 

I. 
The technical assistance provided to this project will 
produce local managers who can effectively administer
the 	cooperatives and Centrals (supported by experience))
 

2. 
The 	market services cooperatives can operate more
efficiently than the merchants, truckers, informal 
producer's committees and other marketing organizations upon which the small farmer must now depend
(supported by experience); 

3. 	 The small farmer desires to improve his income 
(supported by experience);
 

4. 	The small farmer will use 	credit from a formal credit

institution if 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 0.87 per year, 
Productivity increases
 
of participants 
in the grant projects have not
 
been measured.);
 

7. 	The small farmer, in return 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 is 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 agricultural 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 Increase
 

The desired increase in net income after five year's
participation in the project is at 
least 50%. (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 Desire' Income Increase
 

The small farmer should increase his income by about 25%
during his 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 meabers
at prices averaging 25% more than could be obtained from cotton
merchants and truckers. 
 For 	noybeans the cooperatives offered
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average prices of 40% above competitors.
an unknown The members also savedamount on the inputs purchased from the cooperativeThe 50% objective can be achieved only if the small farmers in-.crease their productivity.
 

It is speculated that the small farmer's positive
experience of increasing his income merely by participating
in the project should build his confidence in it and lead
him to adopt the new techniques promoted by the project.
The small farmer's productivity is currently increasing at
a rate of 0.8% annually. Therefore, this project needs to

generate an annual productivity increase of about four percent to meet the desired five-year income increase.
no data are available regarding the time required to 	

Since
 
transfer technology to small farmers under the conditivns of the
project, it cannot be stated definitively that the project
is sufficient to produce the desired income increase. 
However, the Mission believes the prospects for success 
are
favorable.
 

IV. Descriptonof Proect
 

A. Introdution
 

The operations of CREDICOOP and UNIPACO are compli
mentary and support 
the overall project goal of increasing small

farm productivity and income. 
 Each institution has an organizational network through which the services will flow to
beneficiary, the small farmer. 
 the final
Some benchmark data regarding
the income of small farmers will be provided in the CAP. 
 This,
along with subseqt,ent data collected during the implementation
period of the loan, will be used to measure
AID loan assistance the impact of this
on small farmer income and productivity.
 

The purpose of the loan is
then and institutionalize to further develop, strengthe cooperative and credit union Centrals in Paraguay. 
Both ent(Lieu 
are relatively
use the AID loan funds new 	and will
to improve their financial base so they
can multiply the number of cooperatives available to serve the

small farmer. 
Although the two borrower organizations will continue
to require some grant assistance during the implementation phase
of the project, the financial benefits derived from this loan
 
period. 

should permit the phasing out of the grants over a four-year
At the end of the period, both organizations
be self-financing; 
 are to
however, an additional loan with conceasional
terms to CREDICOOP would be required to maintain the rate at
which it establishes additional rural 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,it is realistic and would reach about 10 times more
farmers than any previous Paraguayan program of this nature.
In addition, this project will build the structure needed to
reach many more. 
Credit unions will be established in 40
rural population concentrations of 10,000 and above; therefore,
they would have the potential to serve all
located in the small farmers
a rural population concentration of 4003000 
 (Paraguay's total rural population is 1,473,496). In addition, a3
these credit unions mature, they plan to open brhnch offices
in rural concentrations 
as small as 
3,000 people.
 

By the end of the project UNIPACO plans to have 4,000
members and the capacity to service 20,000 small farmers.
it 
 Since
earns money on each unit purchased or sold, providing "free"
services does not 
upset its profit picture.
UNIPACO will have marketed cropp 
For this reason
 

in 1973, for about 6,000 small farmers
even though its membership is about 2,000.
vices, however, are Free serto be discontinued after a couple of crop
seasons if their recipients do not join the cooperative.
 

As 
set forth in Section 6 of this paper, this project
grew out of a dual grant effort to support the development of
marketing services and credit union cooperatives. 
These two
grant projects led to the growth over a four-year period of a
system of credit unions paralleled by a Pystem of marketing
services cooperatives. 
The Centrals will work to organize
marketing cooperatives in the same 
locales as
unions so the credit
that, to the maximum extent possible, the same
small farmer is targeted by both systems. 
This is happening
now on an ad hoc basis.
 

The Mission has consistently discouraged the formation
of "multiservice",cooperatives because of their high rate of
failure in other countries. It 
seems far more feasible to
tablish new cooperatives designed to do one c-hiig well, than
es

to overencumber them with diverse activities. 
Consequently,
UNIPACO will make farm supplies available at savings to
farmers but not provide production credit, thereby encouraging farmers to use production credit from their credit unions.
Their activities, however, are closely coordinated and USAID
advisore assigned to these organizations meet at least twice
a month for coordination purposes.
coordination continues, the CREDIODOP will have on its Board
of Directors at least one member of the Board of UNIPACO.
 

To ensure that similar
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Since both borrowers are still relatively new, not
 
thoroughly tested and in need of additional 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 solution 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 is 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 its 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 fcr an entire year shows that the month
 
of highest credit demand is December and the month 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 aad also havt
 
funds available for small farmers. It is studying the
now 
possibility of making 90- to 180-day operating capital loans
 
during the slack periods to the artisans and small business
men who are members ce credit unions. The Mission would
 
like to keep the roi;. ;ers available to small farmers with
out interfering with the profitability of the Central's
 
operations. The Mission tentatively plans to earmark loan
 
disbursements for small farmers and in some way try to give
 
them first claim on rollovers.
 

C. Marketing Services Cooperative central TINIPACO 

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 being marketed. While it is not the
 
Mission's intention to provide funding for all of UNIPACO's
 
anticipated needs at this time/0 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:
 

i. 	6,000-ton grain terminal and
 
dryer $ 250,000.00
 

2. 	 Compact feedmill and warehouse 100,000.00 

3. 	Fertilizer equipment 50,000.00
 

4. 	Cotton gin and storage equipment 400,000.00
 

5. 	Soybean solvent plant for soybean
 
meal 
 200,000.00
 

TOTAL: $l.000.000.0 

D. 	Disbursement Period
 

The disbursement period of the loan will be four years
for CREDICOOP and three years for UNIPAGO. 

0 

http:200,000.00
http:400,000.00
http:50,000.00
http:100,000.00
http:250,000.00
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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 Phould it fail. If the
 
new credit union survives, and all of them have so far, it
 
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 is 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 ;ill be
 
completed during the month of November. The advisor
 
believes that with soce 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 technics'. 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 needed. Forty-eight
 
Central and credit union per3onnel 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 

SOURCES OF FUNDS 

1. AID 	 $3,575,000 

(a) Loan $3,000,000
 
(b) Grant 	 573,000
 

(i) CREDICOOP (475,000) 
(ii)UNIPACO (100,000)
 

2. CREDICOOP Contribution 	 400,000
 

3. UNIPACO Contribution 	 300,000
 

TOTAL: $4,275,000 

USES OF FUNDS 

1, CREDICOOP $2,P75,000 

(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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D. 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. Sunnary
 

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),

cifically to 

a GOP program designed speserve 
the small farmer, was decapitalized
because of a combination of political interference and the
financing of ill-conceived projects. 
The National Development Bank was not lending to the small farmer because it
was too costly to handle the loans and because moat 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
a new delivery system, the rural credit union. 
The effectiveness of this new system is demonstrated by the National
Development Bank lending to small farmers through rural
credit unions established with AID grant assistance.
 

Today, the small farmer wtio is participating inUNIPACO activities is beginning to receive effective
assistance in the purchase of his inputs and the marketing of his outputs. This assistance is provided through
the marketing services cooperatives that have been established with AID assistance. 
 The credit unions and marketing
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 farmer to analyze his soil,
select inputs, sell outputs, develop investment plans,

and obtain credit.
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B. 	 Credit Union Cooperytives 
The credit1970. 	 unionSince then, the 	credit 

advisor arrived in February,as 	 union movementindicated below; and recently, with the strong support
 
of the Minister of Agriculture, 
a credit union Central was
 

has 	progressed 

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 Credit Union Savings 

$3,300 
 $103,300
 

Loans Outstanding 
in Rural
Credit Unions 

$3,111 
 $109,285
(In 	the preceding tabulation, figures shown for all credit
unions include the rural credit unions.)
 

CREDICOOp, is the 
legal heAd of the country's

system of credit unions and will be responsible 
for 	streng
thening existing credit unions and establishing

After CREDICOOP 	 new ones.
nical persomiel was legalized, the following local tech

were 
transferred 
to 
it from CUNA (Credit
Union National Association) and are being funded by an
 
AID 	grant: 

one 	accountants 


three credit union proxotfon specialists,
one 	administrative
education specialist. assistant and one
The Ministry of Agriculture and the
 
National Development Bank are providing CREDICOOP the 

vices of an agricultural 
 sertechnician and a finance specialist,
 
and 	four Peace Corp. volunteers 
are 	assisting in credit
union procootion work.
 

In addition to the assistance given to 

the 	Ministry of Agriculture 
 the 	Central,
extension office in the vicinity
 
of each credit union provides the services of extension

agents to the credit union and its members.
lion agents are 
available 	 Thise extenand 	 to instruct
to visit individual farms 

groups of members

the 	farmers to pass 

as requested. 
Motivating
on
the instruction the knowledge i programmed into
because they are more apt to try something

adopted by their neighbors than what is promoted by an
eXtension agent.
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Another element of technical assistance based
 
primarily upon farmer to farmer communication is the demon
stration farm. The extension agents and cooperative leader-

Ehip 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 zupport 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-torm (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 lesn than 20 hectares.
 
This policy appears to have enabled the credit unions 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 instead, du. ig the in
tensive review, to develop lending criteria based upon such
 
factors as the amount and quality of land oned by credit
 
union members, the type of farming in the community, 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 government administered: (1) the 
high costs per farmer assisted and (2) the decapitalizntion 
of small farmer credit programs. The cooperative operating 
-cliets 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 volunteer work from its
 
members. Regarding decapitnlization, 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 itself economically
 
viable. Additionally, with respect to this project, the credit
 
union and marketing services cooperatives can coordinate their
 
operations, which is 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 prospects for
future growth are highly encouraging because of the increasing demands

for agricultural products, rising world prices and better management
of farm operations. UNIPACO has made spectacular gains in its operating capacity, but as a new organization it has experienced consider
able difficulties in obtaining the large amounts of operating capital

it requiren.
 

Operating capital is needed to maintain an inventory of
inputs such as seeds, fertilizers and pesticides, and to make cash
payments to farmers for crops. 
 Farmers, understandably, 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, 
Hot'ever, UNIPACO now agrees that
it can use the loan financed assets as collateral to obtain its opera
ting capital requirements from commercial sources.
 

VII. Feasibility
 

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 is 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
 
sense 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 con
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.
If the growth of UNIPACO 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 its 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
 



redoubling of effort will be required during implementation to stimulate 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 undertaken 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 possible 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 give a reliable profile of the small farm operation as 
a business. Little data exist on
the types, amounts, Lnd values of labor used for a given period.
Nevertheless, one 
farm 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
useful.
 

An addititnal 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 pmposed loan, it
will gather economic data at about 500 farms. 
 The Center will be
assisted by several U.S. 
technical advisors, and the Mission intends
to coordinate the sampling techniques and content to 
serve the purposes of this 
loan as much as possible. Conclusions will be drawn
about the impact of credit on the small farmer and included as
of the CAP. part
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 countries.
 

Beyond the data to 
support the CAP. the 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.
 



-16-

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.
 

IX. Other International 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 Ganadero of the
 
Central Bank of Paraguay. They are almost fully utilized and have
 
flowed almost entirely to large ranchers. In 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. Issues
 

A. Loan Terms and Grant Funding Support
 

1. CREDICOOP 

A detailed 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 assump
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 
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credit unions for loans from the Central. 
 During the cooperative's
first year as 
a member of the Central 1,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 tH s obje(
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 this loan. 
Our preference will be to
have the GOP guarantee this loan, but we would also like to determine if the guarantees of the two organizations (CREDICOOP 
 and
UNIPACO) would be acceptable to AID if a GOP guarantee is not possibi
 

XI. Intensive Review Procedures
 

Immediately upon approval of this IRR by AID/W, the intensive
review will be started by the Mission. The project Committee set
forth below has been constituted 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 Co mittee will draw on the following outside sourc
for data or expertise while preparing the CAP:
 

a. 
Paraguayan Center for Sociological Studies.A six-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 dataavailable for use in the CAP.
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b. 	 The services of a farm management specialist will beprovided under the Mission's USDA (PASA). He will

visit Asuncibn for three weeks in December. His
 
report will be used in the preparation of the CAP.
 

c. 
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
amerLcano de Ciencias Agricolas will be reviewed
and, where possible, the latest data will be used
to determine trends in farm income movements. One
of these studies is 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 inMarch, 1974.
 

Concurrently with the preparation of the CAP, 
both
PROPs which support this project (Credit Union Development and Marketing Cooperative Development) will be revised and updated to reflect
their relationships to this loan.
 

XII. Project Cotxnittee 

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

Henry L. MILES - Capital Development Officer (Coumittee Chairman)Julio C. BASUALDO - Assistant Capital Development Officer
 
Robert W. ADLER -
Mission Economist
Lyle F. LAUTKNSCHLAGER 
- USDA (Statistics Advisor)William P. SCHOUX 
- Assistant Program Officer
 
Sanford W. WHITE -
 Rural Development Officer
 

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

Approved: 
 Oliver L. SAUSE, USAID/Director
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