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PROJECT AUTHORIZATION AND REQUEST FOR ALLOTMENT OF FUN~.§ 

(Amendment No. 1) 

Name of Country: Bolivia 

Name of Project: Smail Farmer Organizations 

Number of PNject: 5U-0452 

Purauant to Section 103 of the Foreign Assistance Act of 1961, as amended, a Grant 
to the Government of Bolivia was authorized in order to finance certain foreign 
exchange and local currency costs of the Small Farmer Organizations project. This 
Grant was authorized pursuant to the Project Authorization and Request for Allotment 
of Funds, dated August 31, 1977 (the "P AF"). The PAF is hereby amended by deleting 
the text thereof in its entirety and by substituting the following therefor: 

"1. Pursuant to Section IG3 of the Foreign Assistance Act of 1961, as amended, 
I hereby authorize the Small Farmer Organizations project for Bolivia (the 
"Cooperating Countryll) involving planned obligations of not to exceed $1,935,000 
in grant funds (which supplements the following previously authorized and 
approved financing: a loan of $7.5 million and grants totalling $2.29 million) 
over a two-year period from date of authorization, subject to the availability 
of funds in accordance with the A.I.D. OYB/allotment process, to help in financing 
foreign exchange and local currency costs for the project. 

"2. Tha project consists of providing tecimical assistance and training to assist 
in the development, strengthening and promotion of integral cooperatives in rural 
Bolivia. 

"3. An Amendment to the existing Project Grant Agreement, which may be 
negotiated and executed by the officer to whom such authority is delegated in 
accordance with A.I.D. regulations and Delegations of Authority, shall be subject 
to the following essential terms and covenants and major conditiol15, together 
with such other terms and conditions as A.I.D. may deem appropriate. 

a. Source of Origin of Goods and Services 

Goods and services, except for ocean shipping, financed by A.I.D.under 
the Grant shall have their source and origin in Bolivia or in the United 
States, except as A.I.D. may otherwise agree in writing. Ocean shipping 
financed by A.I.D. undcr the Grant sho.ll, except as A.I.D. may otherwise 
agree in writing, be financed only on flag vessels of the United States. 

b. Conditions Precedent to Initial Disbursement 

Prior to any disbursement, or the issuance of any commitment doeuments' 
under the Project Grant Agreement, the Cooperating Country shall fum ish 
in form and substance satisfactory to A.I.D.: • 
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(l) Evldcneo ot the estabU~hment within tho National Pederatlon 
of Credit Unions (FENACnE) ot a national otnee ot Intecral 
cooperatives (NOIC) with appropriate stattlng and (WldtnrJ 

(II) Evidence ot the trnns(er ot the Revolving Credit Fund 
(CROFOCl (rom the National Community Development Service 
(NCDS) t, the Bolivian Agricultural Bank (BAB); and 

(111) BAB regulations governing all phases ot administration ot 
and ler.ding from CROFO~. 

c. Covenants 

TIle Cooperating Country shall covenant: 

(i) To conduct annual audits of the integral cooperatives recaiv­
ing subloans from CROFOC at no expense to the cooperr.tives; and 

(ll) To submit by December 31, 1980, a long-range plan Cor 
developing a private sector, financially viable rural cooperative 
structure, which plan specifics how credit and technical assistance 
will be made available to rural eooperatives 8nd defines the role 
of each institution within the proposed structure." 

Except" as expressly amended hereby, the PAF remains in full force and effect. 

Acting Assistant Administrator 
Bureau for Latin America 

and the Caribbean 

I 9 /9'79 
Date 

Clearances: 

GC/LAC: JLKessler C':~~ date ,-;./ ...... -7". 
LAC/SA: RBurke ' g~ date Ib1 51-;W; 
LACIDR: TBrown oote ___ _ 
LAC/DR: ILevy ~ date .;.:2.-1 I' h' 
LAC/DR: MBrown ~ date lit II (} , 

Drafted:GC/LAC:G~#1Qt/er:ckg:1l/28/79:ext:29182 
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LOAN AUTHOJUZ"nON 

(Amen:lment No. ~) 

Name of Project: Small Farmer Organizations 

Number of Project: 511-T-QS5 

Pursuant to Section 103 of the Foreign Assistance Act of 1961, as amended, and Delegations 
of Authority issued thereunder, I hereby amend the Loan Authorization for the above 
project dated December 31, 1975, and amended on Mnr'!h 22, 1976 (hereinafter, as so 
amended, the Loan Authorization), as follows: 

1. The figures "($6.0 million)" and "($1.5 million)" are hereby deleted from clauses (l) 
and (2), respectively, of the preamble to the Loan Authorization. 

2. The phrase "National Community Development Services (NCDS)" is hereby deleted 
from clause (2) of the preamble to the Loan Authorization and the phrase "participating 
Integral Cooperatives" is substituted in lieu thereof. 

3. Subsections 2,3 and 7 are hereby deleted from Section n.F of the Loan Authorization. 

Except as expressly modified hereb~, the Loan Authorization remains in full force and 
effect. 

Clearances: 

I " I Z 1 t£ ~ ~, ... , L. " '( l ,:/. f. / /?,,~' I, I • -A. v.. . ... 
Acting Assistant Administrator 

Bureau for Latin America 
and the. Caribbean 

Date 

~,~'" / .1 GC/LAC: JLKessler (· ... t_ date~.· ':'1', 
LAC/SA: RBurke " 6'.0 date_,,..') Cb1 
LAC/DR: TBrown date 
LAC/DR: ILcvy ~ date-''1'''"!I-'I'''I'''-~':''";-
LAC/LAC: MBrown ~ date I \. ! Ill) S 
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The purpOBe of the project piper amendment 11 to =od1tY the t.plo • 
• entation arrangement~ of the S=All ~er Organitat1on project, to 
cxte~ the ~rejrc~ I: 'l'er::ine D1:lbur::oent Date, and to increue grant 
financing by $ eOO,OOO. 

Theoe modif1cations are propo5e~ because, de5pit~ having proven 
tbecselveB to be effective cha~nels for reachi~g the Larget group ot 
Bolivia's poore£t farmer~, the integral ~ooperatives promoted under 
the project are not yet fin.1ncially or institu:ionally viable. The 
elected leaders and general ~ember~hip of these cooperatives nre not 
adequately ir~ormcd of their right~ nne obligations, and the manage­
ment personnel a::-e not sufficiently prepared to perform their duties 
efficiently. 

The modifications proposed for the continued impl~entation o~ the 
project include tran~fer of the responsibilities for providing tech­
nical and financial support to the integral cooperatives from the 
National Community Development Service (NCDS) to the National Federa­
tion of Savings and Credit Cooperatives (FENACRE). In addition, 
administration of a $ 5,825,000 revolving credit fund will be transfer­
red to the Banco Agricola de Bolivia. The present long-term technical 
assistance team will be reduced in size and refocused, and an intensive 
trainlng program for cooperative managers and members will be under­
taken. 

II. BACKGROUND 

A. Initial Project DesiBn and Revision 

The Small Farmer Organization project was initiated on March 24, 
1976, as an effort to reinforce 210 of the estimated 1,000 &mall farmer 
organizations existing in Bolivia. They were to be organized into 10 
to 14 zonal service centers which would provide various services (cre­
dit, input supply and marketing projects) to the base level organiza­
tions. The zonal centers would, in turn, be organized into depart­
mental and eventually national federations. 

Early in the implementation nf the project, a decisio~ was 
reached by the Government of Bolivia ~d USAID/Bolivia to change the 
basic cooperative development strategy of the project. The new stra­
tegy focused on the development of multi-service, multi-CCJllnllnity 
base level cooperatives as subsitutes for the zonal central structure 
described above. These new organizations, called integral coopera­
tives (ICs), were to concentrate on a single agricultural product, 
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provldil'll II. ruu nl\&cI ot services 1r.clud1nc; agril!u.lt ~ aebnlcu 
... lIlAnCe, .:r~d1t, input lIUPPV, :uketinc &nd, wh.tre nqu1ret1, 
pre;~ e ISIS inK of prod uc t 1 on. 

~~~ ~~d~en~~ disti~cti~na tatwccH the two ~t.at.cgicA VOTO 
the centnl.l=l1tloll of Iltimini!Stnti'le re:spon:sioilit1e9, concentration 
ot caplt~t ~con~iu~ of SC~d (roc large-voluee opcrationa and pro­
te~a10nal =anagement contemplated 1n the lntegr~ cooperative:s. !hi:s 
rev-... :sion of the cooperative development strategy led to a rev1:s1on 
ot the project paper which 1148 approv~ on Auguat 31. 1977. All 
turther references to the ~~i9tir~ project in the preoont paper v1ll 
reter to the revised cooperntlve development :strategy and the revi:sed 
project paper. 

B. Project S~a£y 

1. Objectivp. and De5criction 

The purposes of the Small Far.mer Organization project 
are to: (1) develop four 'liable integral. cooperatives on a pilot 
basis, and c':eate the conditions in the rest of the country which wlll 
facilitate the future promotion of integral cooperatives; (2) assist 
community groups of small farmer5 to develop rural enterprises; and 
(3) strengthen the capability of the NCDS to effectively carry out 
the above. 

The integral cooperatives ~ere designed to affiliate 
farmer members and to provide services directly to them. Each co­
operative was to havp. between 3,000 and 5,000 members when fully 
developed. Membership participation and control was to be assured 
through the creation of ten to twenty Associated Zonal Groups. The 
AZGs would approve membership and credit applications from far.mers 
within their geographic areas, supervise and collect loans from 
community members, and coordinate educational activities. They were 
also to serve as the primary communication link between members and 
cooperative directors and administrative personnel. 

Prior to the creation of each integral cooperative, a 
detailed feasibility study was to be conducted identifying the agri. 
cultural activity with greatest potential in a zone with similar 
cultural, geographic and agronomic characteristics. In addition, 
the primary constraints to increased f~er income from the agri­
cultural actiYity would be described and the service structure re­
quired to resolve those constraints would be designed. Services 
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relllt"4 to other c:'op Ind llVlHIti.:',CX act1vUle: ~n the :000 were allO 
cont~t.d but thl~ waa g!V~r. ~ccor.d44~ tcfortance. in order to 
.1IIplL.~. th~ ~lnl!trativt' :,e:spon:lb!.l.ltiu. 

Based on poe ~ti.vt' r'cll:1bllity a~1y5l!l, en.ch -::C WIUi to 
recei',;e Q :iut..ddy for lnH i.a.1 op~ret:.ng cost5. By providing It. full 
line or eel'"Vlct's :":-Ol:l ~he ~·;art. iTo 'Was bellevt-d that :::ecllerlShip 
would grow eore qUl::kly Ilnd se-l!-sllt'ficieClcy 'Would be reacbed within 
I thre~ to fOU!"-),t"ar period. The subsidy 'Would al.!lO enAble the in­
teg.'al cooperetive:; . 0 (ltt!"uct co:::petent l!'.8.l1llgers Ilnd to in!ltall Ad­
minilStrative discipline. 

Each integral cooperative was to be a Qodern, agricultural 
bU5!.ness, capublt' of cctnpeting with other pri ..... ate sector enterprises. 
In ordel' to capi tali:e th'..! Ies, all agricultural. credit WL\J to be 
limited ~o 0 fixed rutio to each far:::er'~ paid-in capital., and each 
far:::er was to be requiled to pay into his capital account an addi­
tional. percentage of each loan received. Other services ~ere to be 
provided at price5 near th~ existing market price levels, wbile the 
profits generated would be :eturned to the farmer at the end of each 
year. 

The personnel of each cJoperative would vary depending 
on its activities, but generally wuuld include a manager accountant, 
secretary, cashier, and several agricultural extension agents. 

The project was to be implemented by the Bolivian National 
Community Development Service (NCDS), which had a long history of 
community promotion and social infrastructure construction activities 
throughout Bolivia. It was considered the public .organization with 
the greatest rapport with rural leaders and the most impressive hismry 
of implementation of projects in rural areas. 

Finally, the: project was to undertake 15 to 20 feaf:ibility 
studies for creation of additional ICs to be funded under a subsequent 
project. NCDS was to also provide financing and limited technical 
lssistance to small farmer organizations in these additional ~reas in 
)rder to prepare the basis for future activities. Investigation of 
:he feasibility of creating one or more national level organizations 
',hat wouJ.d affiliate the integral cooperatives was also to be under­
,aken. Creation of such an organization wa~ contemplated prior to a 
ubsequent Small Farmer Organization II loan/grant project, at which 
ime NCDS would cease to be the implementing agency. 
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2. Project Component3 

(All IlJIlOunt3 are per !:mplementation Letter No. l7, which 
~ed the project de5crip~ion, Ann~ I, to the Loan ~e~nt.) 

a. Loan 511-7-055 

(1) Revolving Crecti t Fund (CROFOC) 

$ 5,453,000 wer~ provided to fi~nnce sub-loans 
to integral cooper3.t ives and other small f ar:ner organizations for 
production credit and agricultural marketing activitieej purchase 
or construction of economic infrastructure and equipment; and for 
tinancing rural enterprise activities. 

The rollow~ng mechanism for disbursing loan funds 
was established: Each integral cooperative prepares a loan request 
for submission to NCDS. NCDS suhmits the loan request to a national 
credit committee for approval. This committee is composed of repre­
sentatives of NCDS (mo.jority), plus representati'res of the Bolivian 
Agricultural Technology Institute, the National Cooperatives Insti­
tute, the State Bank, and the Bolivian A+Jriculturai. Bank. USAID 
disburses funds to the State Bank upon NCDS request, and the State 
Bank serves as disbursing agent for NCDS of funds for the ICs. 

(ii) Community Assistance Fund 

$ 600,000 were provided to finance community 
development activities compl~~~ntary to the economic activities of 
the cooperatives. Construction of roads, bridges, irrigation systems, 
etc., on a self-help basis are the types ot acti'fiUes included in 
this component. 

( iii) Campedn" and Par tic i'cant T:-aining fund 

$ 497,000 were provided to finance courses for 
cooperative members, directors and employees. These funds were also 
to finance renovation of NCDS training centers, procurement of train­
ing equipment and participating training in third countries or the 
U.S. 

(1'1) Equipment and Mat~rials 

$ 600,000 were provided to finance procurement 
of vehicles and equipment for NCns and INALCO (National Institute of 
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Cooper.tiv~5). Th15 equipm~nt W35 to b~ used by both lnstitutioci 
in their support of tbe project. 

(v) Short-Term Technical Assistance 

$ 35°1000 were provided to finance a variety at 
abort-term technical consultants in cooperativ~ development, tra1n1Dg, 
and specific econ~ic and agricultur~ fields. 

b. Grant 511-0452 

(i) Long-Term Technical Assistance 

$ 3,002,000 were provided to finance 412 person­
months of technical assistance. Nine long-term advisors were envi­
sioned including the Chief-of-Party, Agricultural Credit Advisor, 
Cooperative Management Advisor, Training Advisor, AgricuJ.tural Ex­
tension Advisor, and four Administration and Promotion Advisors 
(to be assigned one to each Ie). 

The Government of Bolivia (GOB) followed esta­
blished competitive procurement procedures to obtain technical ser­
vices, and the firm of Robert R. Nathan & Associates (RRNA) was 
contracted to provide tbis assistance. 

(ii) Participant Training 

$ 79,000 were provided to finance in-service 
training for cooperative directors and managers. The training en­
visioned contemplated the trainees working alongside professionals 
and leaders in other cooperative movements in Latin America. 

(iii) Initial Operating Support and Equipment for ICs 

$ 336,000 were provided to finance purchase of 
equipment for the integral cooperatives and provision of initial 
operating support to insure rapid growth. 

(iv) Feasibility Studies 

Grant funds w~re initially provided to finance 
feasibility stUdies for future integral cooperatives. This activity 
was later carried out with short-term, loan-financed technical assist­
ance, however, and grant funds badgeted for this 'Were used for ccm­
ponents b.(i) and b.(iii) above. 
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Th~ present Lmplementation status ot the loan 
CCllrolH'I:t.:. descriued above as of July 31, lCJ79, is as follows ($000): 

Component 

Revolving Cr~dit FUnd 
Community Assi~tance Fund 
Cumpcsino and Participant Training 
Equipment and Materials 
Technical Assistance 

'fotal 

Authorized 

5,453 
600 
497 
600 
~ 
r1.5OO 

Disbursl!l.. 

2,262 
296 
254 
to,51 
~ 
3,355 
=-

Of the Grant components, all funds availabl~ 
and planned for long-term technical assistance are committed undt:!r 
the contract with RRNA. Funds for participant training have been 
fully expended and funds for the initial operating support and equiF­
ment for th~ integral cooperatives vill be IIiLly expended by the ~nd 
of CY 1979. Funds programmed unJer the PL 480, Title III Agreement 
will be used as planned for future requirements of the res. 

C. Current Status of Pro,ject 

From several perspectives, the integral cooperatives can b~ 
cons!dered successful. The membership of the three integral coopera­
tives operating during the 1978/1979 crop year were 100 per cent 
above projections as shown below: 

Actual Projected 

Cochabamba 1,340 800 
Potosi 1,249 500 
Santa Cruz ~ 260 

~,1..2 ~'~2 
In addition, each of the three cooperatives showed eith~r 

highel' profits or lower losses as of December 31, 1978, than ',fere 
projected for that date, as shown below: 

Cochabamba 
Po to s!. 
Santa Cruz 

Actual 

$ 95,716 
(573) 
596 

Proojec"'ed 

$21,482 
(16,528) 

68 
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Of greatest importance is the impressive record demonstrat~d 
by the integral cooperatives in serving ~. of the poorest farmers 
in Bolivia. A total of 5,272 farmers have received loans averaging 
$ 567, which is one of the lowest ~verage loan sizes of any lending 
program in Bolivia. These loans have been used to improve production 
levels for annual crops (primarily potatoes, corn, barley, and rice) 
as well as for medium-term purposes such as purchase of dairy cattle 
and oxen. 

The rcs have imported fertilizer directlj at prices 40 per 
cent below the local market prices. Two of the integral coopera~ives 
are involved in milk marketing activities without which small far.me~s 
would be excluded from diary operations. They have also successfully 
defended their members' interests in dealing witL the government 
owned milk processing plant and the large farmer controlled Milk 
Producers' Association. In the process, paJ~ents by small farmers 
to t.he Association were reduced by 80 per cent, and milk prices hav-e 
been raised. 

In summary, the integral cooperatives appear to fill a real 
need in rural Bolivia. They have been welcomed by the small farmers 
and have derr.onstrated that they can serve as effect.ve cha mels for 
providing services to these farmers. 

Despite these results, however, an institutional bas~ has 
not been laid for the leng-run growth of these organizations. Co­
operative cembers and directors are not knowledgeable of their righ:s 
:1I:r1 rc:ponsibilitiE-s, and cooperative managers haVE yet to demo!'lstrat£: 
n l'c:quired It'vel of cc!::petence. Finally, two of the rcs mus'.; undor­
tak~ additional activities before they can achieve ~inar.=ial se~­
sufficiency. 

The following is a description of the princip&l problem areas 
currently facing the project. This will be followed by a description 
of each of the four pilot rcs and a brief analysis of the causes of 
the principal problems. 

1. Principal Problem Areas 

a. Uninformed Membershio 

The members of the integral cooperatives have not 
bEen given a fundamental understanding of their rights and responsi 
bilities. Promotion of the first three rcs was carried out by NCDS 
field promoters who had not received sufficient trai'liug concernit';g 
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th~ obligat ions ef coopera ti ve membership. They, tlwr~flJre, promotwj 
the mC.:r.lb~:rship in the integral. cooperatives based on the multiple 
oervic~s that would be provided to them. Subsequently, the coopera­
tives have grown so quickly that many members hav~ been added with 
little or no training. 

In addition, as will be noted below, the administra­
tion of the Ies has not been effective at enf~rcing ~ember compliance 
with obligations. As examples, farmers have received loans in excess 
of ~ounts permitted in relation to their paid in capital. They hav~ 
not capitalized the required 5 per cent on each subloan re~eived as 
required by the proj~ct during the first year of operation of the co­
operatives. Finally, loan funds disbursed in cash for construction 
of ztables and purchase of seeds have often been used for other pur­
Po~(:s • 

Changing this situation h~s proven very difficult 
a~ ~ooperative members have obviously been r~luctant to accept addi­
tional restrictions without additional. benefits. ?ole training pro­
eram developed by NCDS and RRNA has fecused on this problem and has 
made some progress. Nonetheless, more ~phasis will be needed on 
the training effort during the amendment period if members are to 
understand the role of the cooperatives as well as their own r~le 
in the functioning of the coops. 
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b. Associated Zonal Groups (AZGs) are not functioning 

The structure of the rcs remains weak because the 
Associated Zonal Groups are not p'erforming their prescribed functions. 
Approval of membership and loan applies. tions from farmers have been 
frequently given by directors or even employees of the cooperatives 
wi thout prior approval by the AZGs. Again, this has reuulted from 
an inadequate training effort. 

c. Irresnonsible Cooperative Directors 

Some members of the Boards of Directors of the in­
tegral cooperatives have not performed in a responsible manner. At 
one time, s~ of the directors of each of the first three rcs were 
delinquent on subloans from their cooperatives, setting a very poor 
model for members. Several Board members have violated provis:i.ons 
o.~ the credit policies concerning maximum loan limits and haVp. not 
made required capital contributions to their cooperatives. 

Each of the rcs was pranoted in areas where rural 
labor unions, sindicatos, have set patterns of local leadership over 
the last three decades. The sindicatos were formed following the 
1952 land reform, supposedly to defend farmer interests. They have 
been used to pressure the GOB for concessions, although the local 
leadership has often been bought off by the GOB in the past. They 
have created, however, a model where the leader's role is to pres­
sure the GOB and to receive personal rewards. 

Consequently, the directors of the rcs spend con­
siderable effort pressuring NCDS to soften credit policies, and in­
dividual directors have repeatedly attempted to use their positions 
for personal benefit. Board members have often sought to fire manag­
ers in order to assume their positions themselves, despite lack of 
qualifications. Finally, whenever the directors of the cooperatives 
are confronted with controversial issues, their reaction is to call 
a general assembly of ~embers rather than exerCising their authority. 
This action is also typical of the sindicatos, but it inhibits the 
viability of cooperative agribusinesses. 

A new, hard-line position by NCDS in recent weeks 
has greatly improved the complianne of Board members to policies. 
The delinquent directors of two of the cooperatives have been ousted, 
and approvul of a loan request by a third is being held until de­
linquent directors are removed. 
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d. InadeqU8. te Management 

The first managers of the ICs in effect were ap­
pOlllted by NCDS. In each case they had been involved in the pro­
motion of the ICs and had therefore establlshed a rapport with the 
leaders. However, t.hey were proven to lack the required administra­
tive capabillty, and in two instances were replaced. In addition 
to changes of managers, other employees often have been replaced 
at a rate which has permitted little continuity of training. 

Much of this is reflected in the administrative 
problems of the integral cooperatives, such as: 

i., A high rate of loan delinquencies in one of 
the ICs. 

11. Weak internal controls. 

iii. Inadequate and tardy mOD~hly and annual fi­
nancial statements. 

iv. Lack of credit regulations and violation of 
existing regulations, including those of CROFOC. 

v. rack of acceptance or understanding by cooper­
ative members and directors of the nature of the cooperative and 
their specific role in its development, and confUsion regarding the 
obligations and responsibilities of the administrative staff. 

A 3 1/2 month training course in cooperative manage­
ment was held in early 1979 to form a cadre of qualified managers, 
and the caliber of the mallagers and other employees currently working 
in the ICs has shown considerable improvement. Nonetheless, much of 
the training provided previously must now be repeated. 

e. Coope~ ti '!e Self-Suffi~ncy 

Achievement of ecc~c~ic self-sufficiency has met 
with obstacles, such as tbe lack of concern by cooperative members 
and directors with achievc~ent of this goal, even though it is known 
that subsidies received to help sustain operations are limited in 
time and amount. 

Decisions made at the cooperative level have not 
reflected a sufficient c.ommi tment to the goal of economic self-suf­
ficiency. Profits from service3 pr~vided by the cooperatives have a 
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direct bearing on self-sufficiency, but members want to receive 
these services at cost. Until ther~ is greater member conscious­
ness of this goal and improved ability on the PIort of cooperative 
leaders and employees to convince members of the necessity to pro­
vide adequate profit uargins, the problem will continue, and will 
only be resolved through effective and ongoing education pr~. 

The financial projections prepared by the cooper­
atives were to provide a guide for the development of the cooperative. 
However, difficulties with cooperative directors exist in reaching 
agreement on realistic prOjections, and until there is greater under­
standing by board members, administrators and general membership of 
the reasons and methods for achieving self-sufficiency, it will be 
difficult to achieve this goal. 

Additional studies are presently being carried out 
in the ICs to improve their financial viability. The economic via­
bility of the two milk marketin~ cooperatives in particular requires 
reinforcement. Activities being analyzed include production of 
cheese for local sale, production of balanced feeds for sale to 
cooperative members and improving the dairy cattle's diet. A third 
activity would use the whey, a by-product of cheese manufacturing, 
to fatten hogs for market. 

2. Status of Integral Cooperatives 

a. Coopera ti va Integral de Servicios "Cochabamba 
Ltda ii 

• 

This cooperative was organized in September 
1977 in the upper Cochabamba valley. It was designed priuarily as 
a mi.lk producers cooperative, offering services of milk collection, 
transport and wholesaling; financing purcha.se of dairy cows and im­
provement of pastures; and provision of technical assistance on 
dairy activities. Additionally, production credit was to provide 
for corn and potato production and the cooperative was to store and 
market member corn production. 

One of the NCDS emploYAes who participated in 
promotion of the cooperative was hired by the IC as manager. He was 
removed in February of 1979 due to incompetence and misuse of cooper~ 
ative equipment. The cooperative failed to implement several key 
policies in violation of the National Community Development Service's 
credit regulations, including failure to implement the mandatory 
capitalization of 5 per cent on each loan to member farmers, and 
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llmltiug loan ::izl..' to l~ss than ten tim~~ the amount of each member's 
paid-in capital. nlree members of the Cooperative's Board of Directors 
have re~~lltly been removed fram office because they were delinquent 
on their loan payments to the cooperative, also in violation of the 
cooperative's by-laws. 

The total capital of the Cochabamba cooperative is 
$81,722 and delinquency on the $469,445 in loans granted by the 
cooperative to members is 8 per cent. A total of 1,225 loans have 
been mde by the cooperative with average loan sizes of $310 for 
~rop production and $920 for dair~ operations. 

The cooperative has not been encouraged to under­
take corn storage and marketing activities because cooperative manage­
ment has not been considered adequate to handle the added responsibi­
lity. Since the fina:1Cial viability of this cooperative based solely 
on milk production and marketing activities is questionable, feasibi­
li ty studies are being carried out on proposed complimentary activi­
ties that would provide additional income sources for the IC. 

The status of this cooperative has greatly improved 
in recent months with the employment of five graduates of the cooper­

.'1 t i VE' managers training course in various posi tior.s. 

b. Cooperativa Integral de Servicios "Tahuantinsuyo 
Ltda. Ii 

This cooperative was organized in November 1977 L'1 
the Pampas de Lequezana region between Sucre and Potosi, in south/ 
c~ntral Bolivia. "'; was designed primarily as a potato producers 
cooperative, offe~.~g services of production credit, storage and 
marketing, input supply and technical assistance. Additionally, 
credit was to be provided for barley and wheat production. 

Again, an NCDS employee who assisted with promoticn 
of the coopeI"ltive was hired as mar.agerj with very much the :zame r~­
sults as in Cocha.bamba. He was removed in ~y 1979 ar.d a neT.., manager 
was finally hired in July 1979. Also, as in Cochabamba, credit re­
gulations governing capitalization were ignored. Seven directors of 
the cooperative are delinquent in loan payments, including the presi­
dent, and the cooperative therefore does not qualify at this time for 
a production credit loan. Loans T ... ere approved and granted in IIBny 
instances by the cooperative's accountant rather than by Associated 
Zonal Groups and the cooperative's credit committee. The RENA ad­
visors to the cooperative concentrated on input supply and development 

http:offez.ag
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of new income producing activities, and gave inadequate attention 
to on-going management. The accounting records of the cooperative 
were reco~structed in early 1979. 

The total capital of the cooperative is $78,339 and 
delinq\.:.ency on $680,207 in loans to members if 27 per cent. A total 
of 789 loans have been given, averaging $565 for short-term'credit 
and $614 for medium term. 

The feasibility study for the coopel~tive indicated 
tha t potato storage and marketing would be the primary sources of in­
come for the cooperative. Despite this, the first two pilot storage 
facilities are only now being completed. However, income from input 
sales has far exceeded projections, and there are favorable prospects 
for financial self-sufficiency for this cooperative. This cooper -
ative, led efforts tc import fertilizer irectly in 1978, producing 
considerable savings for members and prof t for the cooperative. 

c. 

This cooperative was organ'zed in September, 1978, 
in the area north of Santa Cruz in eastern li via. It was desi.gned 
as primarily a milk producers cooperative, 0 fering the services of 
production credit, milk marketing, supply of equipment and materials 
for dairy operations, and technical assistanc. Additional, planned 
activities of financing corn and rice product on were temporarily 
dropped due to depressed and unstable market c,nditions. 

I 

Again, a former NCDS employee was selected as 
manager although with better results than were ~xperienced in the 
previous ICs. Credit policies bave been followe~ in this integral 
cooperative, except that two directors have been ',delinquent in pay­
ments on short-term loans from the cooperative. :(~ey were recently 
forced to resign). ~e advisor to this cooperativ.e h~s managed to 
influence resolution o~ most key issues. 

The economic basis for this cooperative, however, 
is weak. It has undertaken only limited milk marketing and produc­
tion credit and supply operations. Recently, seven directors were 
expelled from the cooperative because they formed their own milk 
marketing association, in order to avoid cooperative capitalization 
charges. As aresult,the ,IC has been kept below the break"'even' 
volume for milk marketing. Feasibility stUdies are presently being 
carried out on additional income producing activities. In this re­
gard, it appears that corn production and marketing will soon become 
a viable Bctivi ty. 



-14-

The total capital of the cooperative is $23,889. 
$98,826 in loans have been mde, but since payments are not yet due 
there is no measure of delinquency (with the exception of a suall 
number of short-term, "emergency" loans to directors, sevel'8.l ot 
which are delinquent). Leans averaging $423 have been mde to 232 
members. 

d. Cooperativa Integral de 'SerVicios "Gran Chaco Ltda. " 

This cooperative was organized in July 1979 in the 
Humid Chaco area borde!"ing with Al'gentina. It was designed primari­
ly as an oil seed producers cooperative, offering services of pro­
duction credit, input supply, mechanization of planting and harvest­
ing, transport of production to mrket and technical assistance. 
Some production credit will also be gi1"<m for corn production. 

Promotion of this cooperative began in January 1979, 
with greater emphasis given to the obligations of farmers as members 
of a cooperative. The cooperative was organized with a small member­
ship (47 members) in order to ... void the problems encountered with 
too rapid growth in the other ICs. In many aspects the cooperative 
is too new to evaluate at this date, but the quality of the elected 
leaders appears far superior to the other ICs. 

3. Analysis of Current StatUI" 

The problems noted above are both internal and external 
to the project. The growth of the integral cooperatives, which ex­
ceeded expectations, did not allow for adequate training of all members 
and directors. 

The integral cooperatives were started in a.reas where 
farmer labor unions (sindicatos) have been active for years. The 
leadership of these labor unions received local recognition for 
their abUity to denand and obtain GOB services, and inadequate train­
ing" was given to change this leadership styie for cooperative di -
rectors. 

NCDS has also had difficulty reSisting the type of pres­
sure exerted by this trad1 tional form of rural leadership. The role 
of NCDS within the GOB has often- been to rGBpondto popular pressure 
for construction of community infrastructure projects. Its role has 
involved creating a rapport with rural communities, identifying needs 
and executing projects, with little additioml follow-up required. 
This role is in conflict with its activity as banker and loan collector 
and promoter of coopel~tive ag~ibusinesses under the Small Farmer 
Organizations Project. 
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The strategy of developing integral cooperatives assumed 
the ability to recruit professional managers to live in rural areas. 
The project be.s not b<.!en successful in locating and recruiting com­
petent 1IILnagers, requiring a greater training effort in this area 
than anticipated. 

The communication and transportation problems of rural 
Bolivia were also underestimted. It. requires t-wo days of travel 
each way to reach several cooperatives. The difficulties with trans­
portation have me1e it difficult for RRNA team members to travel to 
the extent necessary and, as a result, training at the cooperatives 
has suffered. In addition, most Bolivian farmers speak either Quechua 
or Aymra, and little Spanish. Foreign advisol';: have limited capabi­
llty of providing the required training to cooperative leaders when 
they must communicate thr~Jgh interpreters. 

During the last fifteen months Bolivia has experienced 
considerable political instability. There have been four presidents, 
five ministers of Agriculture, and four directors of NCDS. 'At the 
same time, Bolivia is encountering an extremely difficult economic 
situation, and funds for travel and training have been restricted. 
Under these circumstances, NCDS has not been an effective implement­
ing institution. Its employees have performed under ineffective 
leadership and have not received critical logistic support. Also, 
under these conditions the RENA technical assistance team has not 
worked at maximum efficiency due to lack of effective counterpart 
support. 

As a summary to the above, the integral cooperatives 
have shown potential for rapid growth, and have channeled services 
effectively to the target group. They have illustrated their poten­
tial, for example, to channel credit to almost the same number of 
farmers as the Banco Agdcola de Bolivia has under its Small Farmer 
Credit Program. They have also been effective at input supply, a 
function which no other entity presently fulfills. 

Apart from the institutional aspects of the project, 
the farmer members of the integral cooperatives have benefited from 
the project. While delinquency rates have at times been high, this 
has been due to poor credit supervision and collection procedures, 
rather than inability of the farmers to generate sufficient income. 
Although the baseline data prepared by NCDS at the initiation of -­
the project 1IILkes it difficult to estimate impact on farmer income, 
measures are presently being implemented to gather improved data, 
which will provide support for future comparisons. 



D. Relationship to GOB Asricultural Development Goals and the COOS 

This project is designed to contribute· directl~ to GOB goals 
tor the agricultural sector and consequentl~ also to the USAID agri­
cultural sector goal as stated in the CDSS; i.e., to increase th~ 
per capita income and standard of living of the rural poor. In ad­
dition to this, there are two prima.r~ reasons wh~ this project ts 
given high pr1orit~ b~ the USAID Mission. 

First, Bolivian agriculturll activities in the rece~t past 
~ve been dominated b~ a paternalistic and often overl~ controlling 
catiocal government. Farm production decreased during the late 1960s 
Uld ear~ 19703 priDarU~ because the ca tiocal and local governments 
Uuposed strict price controls which favored consumer~. Even toda~, 
~rices for several ke~ agricultural and liv~stock products are arti­
~icially held below world market levels, to the detrime~t and discourage­
~ent of producers. Public sector control of the Bolivian economy was 
loted in the CDSS as a primary contributing factor to the problems 
presentl~ being experienced. The creation of a network of private 
sector, farmer-owned, cooperative agribusinesses is seen as a counter 
balance to consumer pressure groups. Without this counter balance, 
the potential for continued urban oriented price relationships re-' 
mains one of the primary constraints on agricultural development. 

The ICs, in addition to defendin~ the terms of trade to 
farmers, are also to became involved in marketing activities which 
will reduce market inefficiencies (for example losses due to improper 
storage) as well as increased value added to production through pro­
cessing activities. These functions should benefit both consumers 
and producers •. 

Secondl~, in order for services to be provided on an ef­
ficient basis, some form of intermediary rural organization is re­
quired. The effectiveness of agricultural extension and credit 
agents and efforts to improve marketing would be great~ increased 
it the~ were not required to work with farmers on a one to one 
basis. In the long run, some form of viable small farmer organiza­
tion is required if' the majority of Bollvia I s more than 500,000 511811 
farmers are to be reached. 

A follow-on Small Farmers Organization II project is planned 
for submission during FY 1982. The intent of that project is to con­
solidate a national ~evel federation of integral cooperatives and to 
develop twelve to sixteen additional cooperatives. 
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!be Mi~sion believes that the potential fol' the integral 
cooperatives to serve a critical need in Bolivia exists and has been 
demon~.trated. A more intensive effort is required to overcome the 

• present implement!l.tion problems L'l order to prepare the way for an 
expanded project. If this effort is successful, the Mission believes 
that the potential for the integral cooperatives to serve a critical 
nep.d in Bolivia exists and bas been demonstrated. A more intensive 
effort is required to overcome the present implemeltation problems 
in order to prepare the way for an expanded project. If this effort 
is successful, the Mission will propose submission of the follow-on 
Small Farmer Organization II project in FY 1981 rather than 1982, as 
additional loan resources will be required for the 1981-1982 crop 
cycle. 
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ILI. Description o~ the Amendment 

A. Rationale and Stratesv 

In recent months, USAIP/B,.the RRNA technical assistanc~ 
tewn and key NCDS personnel have been analyzing a variety of alter­
natives for restructuring the project in order to overcome its dif­
ficulties, including whether the integral cooperative deSign itself 
has been shown to be inappropriate for Bolivia. The conclusion 
r~ached is that the problems to date seem to result from implementa­
tion di~ficulties rather than problems with the structure itself, 
and is based, in part, on the fact that far.mers show a high degree 
of interest iii joining the integral cooperatives and are willing to 
invest in them. when the reasons for dOing so are adequately explained. 

Large, multi-community cooperatives exist elsewhere in 
Bolivia and function well. Examples o~ this include the La Merced 
multi-purpose cooperative in Santa Cruz, with 26,000 members, which 
has been active for over fi~teen years providing a wide variety of 
services to both urban and rural residents of the central Santa Cruz 
department. Madre y Maestra, a multi-servic~ cooperative in Tarija 
with 16,000 member~, provides similar services over a wide geographic 
area. Finally, Agro-Central serves 3,500 farmers in the farming 
arens of central Chuquisaca. These cooperatives gl'ew much more 
slowly than the integral cooperatives established under this project, 
and their development involved intensive educational activities. 

Finally, without the bene~its of volume operations and pro­
fessional management provided for in the integral cooperative model, 
any plan for developing small fa~er organizations wi~ require con­
tinual subsidies in the form of training and management services 
from the public sector. The cost o~ such an open ended effort cannot 
be justified, nor would such public sector involvement be likely to 
succeed given the experience to date with this project. 

A significant change in the implementation strategy is 
therefore proposed rather than a change of the model being imple­
mented. USAID/B proposes to reevaluate the new implementation 
aaangements by October 31, 1980. The evaluation will be based on 
the fo~owing projected outputs. If' these have not been reach~d, 
this project will be discontinued and a fo~ow-on Small Farmer vrv.~­
nization II project will not be proposed. The outputs are listed

J 

corresponding to the existing problems: 



Problems 

1. Uninfor.med cooperative membership 

2. Associated Zonal Groups are not 
functioning 

3. Irresponsible cooperative direc-
~ 

4. Inadequate management 

5. Weak financial. plans 
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Projected Status, .5./31/81 

1. More than 40 per cent of the mem­
bers of each IC as of io/3i179 will 
be aware of all major rights and re­
sponsibilities of membership. 

2. All AZGs in each IC wW. be per­
forming prescribed functions in ap­
prOving membership and credit applica­
tions. 

3.a. No directors of the ICs will be 
delinquent on his/her loans. 

b. The directors of each of the 
ICs will be aware of and accept the 
separation of functions between 
elected leaders and employees. 

c. The directors of each IC will 
demonstrate a concern for the long­
ter.m development of the cooperative 
as shown by decisions on implementa­
tion of credit and -loan collection 

procedures and pricing policies. 

4.a. Delinquency on all loans made 
in each IC will be less than 10 per 
cent (based on delinquent payments 
divided by payments due). 

b. Financial statements will be 
t:iJnely and accurate. 

c. Adequate credit regulations will 
have been adopted and enforced. 

5. Each IC wW. have cu.""1"ent three 
year projections of costs and revenues 
from operations. 
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Achievement of the projected outputs will be avaluated by 
an outside consulting fi~. 

In order to achieve the projected outputs, the following 
restructuring of project implementation is contemplated. 

1. Shi£t Implementation Responsibility to the Private Sector 

As noted in Section II.C. above, several primary causes 
of pl'esent problems can be attributed to the traditional relationship 
between far.m leaders and public institutions, particularly NCDS. The 
integral cooperatives must become viable private sector institutions 
with little dependence on the public sector. Additionally, NCDS has 
not provided suf£icient financing for counterpart logistics and the 
instability o£ its leadership has been detrimental to the development 
of the ICs. 

In order to find an alternative to NCDS, a feasibility 
study was carried out in April/May 1979 for a federation of integral 
cooperatives. It was decided that creation of a federation would be 
ill advised until the integral cooperatives themselves are led by 
responsible directors who are thoroughly cognizant of their duties 
and until the ICs are proven to be both financially and institutionally 
viable. A large number o£ other private sector cooperative organiza­
tions were analyzed and their potential to temporarily or permanently 
assume management of the project was considered. 

Specifically, a series of discussions were held with 
leaders o£ the Bolivian Credit Union Federation (FENACRE), (see 
Annex IV for an institutional analysis). Alternatives analyzed 
ranged from modification of FENACRE's structure into that o£ a 
multi-service cooperative federation to simple purchase of services 
by the ICs. . 

The final preferred alternative was to create a National 
Office of Integral Cooperatives (NOIC) within FENACRE which would 
channel all technical assistance and other services (except credit) 
to the ICs. The ICs would not be ai'filiated to FENACRE but they 
would elect members to a consultative committee which would advise 
the manager ot the NOIC. The FENACRE Board of Directors and Manager 
would set overall policy for the NOIC in agreement with the advisory 
team, but no~ operations would be the responsibility of the manager 
of the office with the. consent and advice of the chief of party. 
Agreements for technical and financial support for the cooperative~ 
vould be signed betveen the NarC and the ICs. In some cases, manage­
ment contracts would be required giving the NOIC authority to appoint 
a manager for the cooperative until specific problems were solved. 
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FENACRE is interested in assuming this respoDAib1l1ty 
because ot a long standing interest ill expanding activiti~s to the 
small tarmer subsector. Through this mechanism it ClLn gain experience 
in agricultural activities at almost no risk. Additiona:l4r, if:BENACRE 
is to continue to grow, :I.ts. leaders feel it must expand its activities 
in rural areas. 

The creation of a National Office of Integral Cooperatives 
within FENACRE is considered an interim solution. After approximately 
two years, FENACRE may decide to alter its structure and affiliate the 
ICs or it may decide that an affiliation is not in its interests and 
therefore abolish the NOIC. At the same time, the ICs may either 
decide to affiliate with FENACRE or to create their own federation. 

If a separate federation is created in the future, it 
is expected that the personnel of the NOIC would form the core of the 
federation. Thus, the institutional deveJ.opment activities to be car­
ried out during the interim period would not b@ 10st no matter what 
the final structure to be adopted. 

FENACRE would not assume responsibility to channel ~oan 
capital to the integral cooperatives as this responsibility woUld 
represent too higr. a risk for the credit union membership. Unless 
the ICs affiliate to FENACRE and invest their funds in it, FENACRE 
would have difficulty justifying to its members the assumption of 
this risk. The issue of how to channel credit ~ be considered 
in Section 111.A.2. be~ow. 

In order to preserve the interim nature of this solution, 
USAID/B proposes to use funds provided under the PL 480, Title III 
project (which have been programmed to cover start-up costs of a 
federation serving the integral cooperatives) to cover all costs of 
the NOIC as well as the purchase of services fram FENACRE (such as 
auditing, insurance and printed materials). 

The NOIC itse~ will be staffed with a manager, one 
cooperative education specialist, and two cooperative administration/ 
credit specialists. In addition to these Bolivian employees, ex­
patriate advisors would assist the office as described under Section 
III.A.3 below. A financial plan for this activity is shown under 
Section III.B. below. The Bolivian ~loyees of the NOIC would be 
the counterparts for the advisors. 
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2. Shift Credit FUnction to a Banking Institution 

As noted above, it is not advisab~e to shift the manage­
ment of the revolving credit fund to FENACRE due to the risk this 
imp~ies because of its different membership composition. At the same 
time, it is not appropriate to leave this fund under the control o£ 
NCDS. NCDS is no~ a banking institution and this activity confiicts 
with its normal role within the GOB. As demonstrated by the Applica­
tion Letters (Annex I), NCDS con~t~s with this assessment and agrees 
that the proposed shift is necessary. 

The banking institution appropriate to assume this ro~e 
is the Bo~ivian Agric~turu Bank (BAB). (See Annex rv for an insti­
tution~ analysis.) The BAB is the offici~ financiu institution 
for the Bolivian public agric~tur~ sector and has developed a good 
record in lending to s~ farmers., It is in a posi tion to p:rov'~de 
detached, profession~ analyses of sub~oan app~ications and to execute 
effective credit policies. 

The BAB is p~nning on creating a speci~ s~ farmer 
organization lending pr~gram at some time in the future, and absorp­
tion of the Revo~ving Credit Fund is a step in that direction. Under 
the proposed Agric~tur~ Credit Project the BAB wj~ provide funds 
for agric~tural lending to FENACRE and to a ~rge m~ti-purpose credit 
union (La Merced). Additionally, a long-term advisor will be contractec 
Iwder that project as a cooperative credit advisor. The advisor will 
design policies and procedures for the BAB to increase lending to 
small far.mer organizations under its AID supported Small Far.mer Credit 
Program. 

The fund wo~d be managed by a s~ (approximate~ 
t~'ee persons) office located in the centr~ BAB offices in La Paz. 
Loan requests from the ICs wo~d be channe~ed through the FENACRE 
National Office of Integral Cooperatives for analysis and recommenda­
tion pric= to submittal to the BAB. BAB employees would then analyze 
the requests for technic~ soundness and compliance with the relevant 
~redit regulations, and recommend action. If approved, disbursements 
wo~d be made direct~ to file IC involved. The BAB wo~d receive 6 
per cent interest to cover its operating costs and the risks of the 
fund. The ICs present~ pay 6 per cent for these resources. 

A comparison of the interest structure under the present 
and prop~sed institutional arrangements is as fo~ows: 
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Pre~ent: Proposed: 

Banco del Istado Banco Asr!cola de 
NCDS Bolivia 

Tbe lacr.... 10 tb. lntere.t cbar,od the small tarmer ,i. 
ftClulrt4 to COYer tbe cOltl ot proctll1ns appllcations and re.ene tor 
Mel 4 bt 10..... Pr .. ent~, all IC.lo.e money on their credit 
optnt1OA1. !'bl 1ntell'al cooperative. a..ume an unrecoverable 'loan 
,l.oI. or , per oint ot tacb YIU' I porttol1o, "nich t.l.low. only 2 per 
c at QAdir prt.tnt marslD1 to oover all COltl ot loan proce •• 1Dg &ad 
I m.lon. In a4cUtion to thl rial. operat1na 101..,1, wlth 1n:tla­
ion in loUv1ft ' Z' 1n& bltwt,en 15 per oent and 20 per cent annU&l.-

I< tb PI' nt s.n~tr .. t N 't. .tructurt 1.WU'eali,t1c. Under the pro­
Acrlcnal.tW' 'Cr 41t iTo~ ct, III 1Dtlero.t ratel to tinal borrow-

N Rl'OYid by I b BAI, J'Zl'(ACR! .. nd 1;& Mened w,ill be railed to a 
awlMaIlil at pre n~. C rcial. r£tol &1'e prt .. nt~ between 18 

d 21" c nt tor tb1. typ ot activity. 
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!I.. Chiet' ot' Party 

Responsible for project implementation including 
~upervi3ion of othe~ team members, liaison witb FENACRE, tbe BAB, 
and USAID, and contract team administrative matters. He/sbe will 
also provide technical assistance on administrative matters to 
FENACRE and guide future t'easibility studies on new services, new 
rcs, and future expansion of tbe program. 

b. Cooperative Management/Credit Advisors 

Two advisors are planned to work witb two Bolivian 
counterparts, in order to provide intensive assistance in resolving 
existing administrative problems. They will eacb travel approximately 
50 per cent ot' the time advising the rcs on administrative and credit 
ma.tters. They will imI>lement a training program for the cooperative 
employees and directors in their areas of specialty and they wLll 
asoist the cooperatives with prep~ration ot' credit proposals and train 
them concernir~ subsequent supervision and collection activities. 

c. Cooperative Training and Extension Advisor 

This advisor will work with a Bolivian counterpart, 
both of whom will travel approximately 75 per cent of the time to 
a1l3ist the cooperative extension agents .i..n implementing i:I. training 
program in cooperative prinCiples, and the rights and obligations 
for leaders of the Associated Zonal Groups. He/She will give courses 
on the same subjects for cooperative directors and employees. He/she 
will also be expected to advise the IC extensionists in implementing 
courses on technical agricultural subjects. Only one advisor is plan­
ned for this activity because FENACRE presently has ccnsiderable capa­
bility at training cooperative leaders and members in their rights 
and obligations. 

During the interim period prior to the restructuring 
of the team (planned for December 31, 1979), the existing advisory 
team will conce~trate on resolving existing specit'ic problems in the 
ICD, and on designing tbe new institutional procedures and structures 
described in Section III.A.l and 2 above. 

In addition to the four long-ter.m positions, in­
creased use of short-te~ technical assistance is contemplated. 
Specific~, short-ter.m advisors will be required for: periodic 



visits to monitor management of the revolving credit tund in the DAB, 
periodic assistance to the agricultural machinery pool in the Gran 
Chaco cooperative, and implementation of mechanized accounting s,ystems 
among others. Since the technical assistance effort w1ll be chamleled 
directly through a private organization (!ENACBE) under a direct Mis­
sion contract, it is proposed that grant funds be used for this pur­
pose rather than loan funds. 

As will be noted in Section III.A.6 below, it is 
proposed that the ~D for this project (grant and loan) be extended 
for 18 months. Because of the experience gained to date, the presence 
of several highly competent individuals on the advisory team, and the 
delays implied with rebidding the technical assistance contract at 
this time, it is proposed that the contract with RRNA be extended ~ 
May 15, 1980, to August 30, 1981. A justification for non-competitive 
procurement is included as Annex vn. It is also proposed that the 
technical assistance contract be converted to a direet AID contract 
rather than a host country contract. NCDS is no longer an appropriate 
contracting entity, and FENACRE would not be able to offer all th~ 
tax and duty free services required by such a contract. 

4. Training Program 

In order to remedy the project's problems and to achieve 
the improved status described above, an intensive training effort is 
planned. This effort is divided into four levels of activity. FUnds 
will be specifically budgeted for this activity (see Section III.B): 

a. Cogperative Management 

One of the two cooperative credit/management spe­
cialists or one of their two counterparts will visit each of the four 
integral cooperatives at least once a week. These visits will be 
programmed on a quarterly basis with specific objectives on a monthly 
basis. During the visits, on-the-job training will be provided to 
the manager and all administrative employees. Problems will be a.na.lyzed 
jOintly, and a written record of all problems and recommendations will 
be left with the cooperative manager (wj;th a copy for the NOre). 
Monthly written reports wllJ.. be made by the advisor most' directly 
responsible for each cooperative to the Board of Directors of each 
IC. Failure by the cooperative to i~lementpolicies or practices 
recommended in these reports will require 'suspension of operating 
subsidies and/or suspension of credit. ' 
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In addition, on an annual basis a course tor coopera­
tive managers will be held to both refresh the knowledge of the 
managers and to develop potential new managers. A quarter~ meeting 
of manager.s will also be held to discuss common problems. 

b. Cooperative Directors 

The cooperative management and credit advisors will 
also have primar1 responsibility tor training cooperative directors. 
One of the advisors or hiS/her counterpart will attend each· meeting 
of the directors at each ot the cooperatives to provide training in 
their functions. In addition, courses tor the directors of all of 
th~ ICs will be heJ.d once every- :'vo months. 

The cooperative training and extension advisor and 
hiS/her counterpart will also assist with teaching the cooperative 
directors about cooperative principles during the bi-monthly training 
sessions. 

c. Associated Zonal Group Leaders 

The cooperative training and extension advisor. and 
hiS/her counterpart will work with the extensionists ot each ot the 
ICs to develop bimonthly training plans tor the leaders of the AZGs. 
Once ever,r two months the leaders ot all AZGs within an IC wi.JJ. meet 
tor a training session. Between these sessiOns, the IC extensionists 
will visit each AZG at least twice to provide specific training and 
to evaluate its activities. The advisor or his/her counterpart will 
attend each bimonthly training session and between those sessions 
accompany extensionists on visits to the AZGs. 

The advisor and hiS/her counterpart will also hold 
bimonthly training courses tor the extensionists ot all the ICs together. 

d. Membership Training 

During visits to the AZGs, the IC extensionists wilJ. 
also hold training meetings tor all cooperative members within the 
AZG. The timing of these meetings wilJ. be scheduled in the bimonthly 
work plan and t~e content to be presented will be the subject ot the 
training courses held by the advisor tor the extensionists. The ad­
visor or hiS/her counterpart will accompany each extensionist at least 
once ever,r two months during his/her presentation to cooperative mem­
bers. 
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5. Role of HCDS 

NCDS will cease to participate directly ill the imple­
mentation of the project, but it will still maintain an adVisory role 
in policy deter.mination. A Consultative Committee will be tor.med 
headed by a representative of the Ministry of Agriculture and £!!e!­
sino Affairs (MACA) with repre:sentation of NCDS, BAB, USAID and the 
NOIC. The Committee will meet every three to six months to review 
progress under the project. The Committee will orient all coopera­
tive development activities of the public agricultural sector, as,ure 
maximum coordination of these activities with other devel~ent acti­
vities in the agricultural sector, and assure thd.t adequate support 
for the integral cooperatives is given by all entities und~~IS 
direction. HCDS will have a powerful. role to play within this Com­
mittee based on its past invulvement in this project. This Committee 
will be created with a twelve- to eighteen-month lite span, after which 
the role of the GOB in agricultural cooperative development will be 
re-evaluated in relation to future requirements. 

In addition, as a result ot the assistance provided 
during the past three years, numerous NCDS employees have developed 
a thorough knowledge ot cooperative development. NCDS proposes tc 
continue to work with various non-integral cooperativen, assisting 
them to develop loan applications to be submitted to the BAB under 
its regular credit lines and assisting them with improving their 
administrative capability. 

Finally, NCDS will have responsibility tor adminjstering 
loan project components (excluding the rotating fund) for which com­
mitments already exist, until these activities have been completed. 

6. Extension of the ToDD and Modification of the Project 
Budget 

In order to implement the above activity, it is proposed 
that the TDD be extended trom March 24, 1980, to 8ept.;ember 24, 1981, 
tor both the Loan and Grant projects. This would then be a 5 1/2 year 
project and would allow sufficient time to evaluate the results .of 
the changes proposed by this amendment •. If a decision is reached to 
expand the proj ect, an 81'0 II proposal would be submitted and new 
technical assistance services competively procured prior to the TDD . 
of SFO I, thereby insuring that no lapse in project implementation 
would accur. 
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The Financial Plan, Section m.B. of this paper, 
Lndic&.tes the requirements tor grant funds through the lite ot the 
~roject. In addition, the funding of the components of Lo'an 511-T-055 
IOUld be modified as follows ($000) : 

Present ~ 

Revolving Credit FUnd 5,453 5,825 

Community Assistance FUnd 600 350 

Campesino and Participant Training 497 350 

Equipment and Materials 600 525 

Short-Te~Technical Assistance ~ ~ 

Total 7,500 
===ar. 

7,500 

B .. Financial Plan 

In order to carry 011t the planned activities, a tot~ of 
~ 800,000 in additional. grant financing will be required. In addi­
.ion, $ 500,000 in GOB counterpart finan~.Lng is contemplated, using 
~ding under the PL 480, Title III projcact. 'fu~ breakdown of these 
~equ:Lrements is as follows: 

Summary Financial Table 

(Amounts in ~000) 

F'f 80 F'f 81 TOTAL 

Long-Term T.A. 

Short -Term T .A •. 

Training Activities 

Equipment - NOIC 

Operating Costs - NOIC 

Evaluation of Project 

Total 

A:IDG'5B AID GOB AID GOB 

270 

90 

20 

30 

270 

- -- -
380 300 
=~ === 

300 

70 

20 

-.3Q 

420 
:::r.a 

570 

160 

40 

30 

200' 470 

-=- -.3Q 
200 800 
=- --

--
500 --
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1. Lons-Term Technical Assistance 

The present contract between NCDS and RRNA will be 
terminated on December 31, 1979, instead of May 15, 1980. This will 
result in a net savings of 36 ~erson months of technical assistance 
and $ 212,000 in grant funds ($ 90,000 of loan funds scneduledto 
cover part of the cost of this contract will. also be sa"ed). A new 
contract will be signed directly between USAID/B and RRNA to cover 
the period between January 1, 1980, and August ·31, 1981. 

This contract will provide for 84 person months (iocJ.ud­
ins four months home office support) of long-term technical assistance 
at an estimated cost of $. 782,000. 

No additional vehicle or furniture procurement for use 
by the advisors is contemplated since vehicJ.es and furniture are 
presently available. 

2. Sho:t-Term Technical Assistance 

A total of twenty-three person-months of short-term 
technical assistance are contemplated, at an average total cost of 
$ 7,000 per month. Assistance will be required in the following 
areas: 

a. 
b. 
c. 
d. 
e. 
f~ 

Agricultural Cooperative Credit 
Agricul tural Machinery Pools 
Mechanized Accounting System 
Cooperative Management Seminar 
Feasibility Studies 
others 

Total 

3. Training Activities 

3 person months 
6 person months 
3 person months 
4 person months 
3 person months 
4 person months 

23 person months 

Funds budgeted for training activities will be used to 
cover costs of a management training course to be hold each year for 
present and potential managers. Funds will also be used to cover 
costs of bimonthly coursel3 for' cooperative directors and extens.ton 
agents. Finally, funds will he used to cover international travel. 
for elected lep.o.ers. and managers for orientation concerning develop­
ment of other cooperative movements in Latin America. 
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4.. Start .. Up Support and Equipment .. National attice ot 
Integral Cooperatives 

As noted in Section III.A.l above, the entire cost or' 
operating the NOIC within FENACRE will be covered with funds avail­
able tor this purpose under the existing P.L 480, Title III agreement. 
A detaUed budget for' this support is included as Annex III.. The 
total required is $ 470,000 in operating costs tor 20 months and 
$ 30,000 tor equipment. Equipment includes oi'fice equipD,ent for. 
~e by advisors. 

In addition, funds will be:~ed to purchase services 
·~uch' as. aud.i.cing, insurance and use of print. shop facilities ~cm'._ 
rErlAcm:; as' well as campensatioi F.ENACBE for. administrative' costs 
required- tort this activity. 

5.. Evaluation of Pro.1ect 

$ 30,000 are budgeted to finance a major independent 
.evaluation of the project to be scheduled for June 1981. This 
evaluation will determine the success o:f the changes proposed in this. 
amendment, and it will. assist the Mission and the GOB in deciding 
whether to proceed with a Small Far.mer Organization II project. 

The' implementation plan contemplates three major activities: 
restructuring of institutional relationships; training ot co~erative 
members, leaders and employees; and creation of So national organiza­
tion integrating the cooperatives and preparation for expansion of' 
the project ... 

The restructuring of the institutional. arrangements involves 
creation of the NOIC, hiring employees, creation of the Consultative 
Committee, approval of operating procedures and purchase of equipment. 
It also involves creation of the special of£ice in the Bolivian Agri .. 
cultural Bank, staffing that office, adoption of credit policies and 
regulations and operating procedures, and development and printi~ 
of necessary forms. The Loan and Grant Project Agreement with the 
Government of Bolivia must be amended, as well as key implementation 
letters. Finally, the existing contract between RRNA and NCDS must 
be terminated and a new contract between USAID/B and IUnfA must be. 
executed. 
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The training activity is, in effect, the ~ementation ot 
the project. The components ot this activi~y include: 

~. Dev~opment ot training pans tor each ~eve~ within 
each cooperative. 

2. Deve~opment ot a work pan tor each adVisor and each 
emp~oyee ot the NOIC. 

3. Imp~ementation ot training and work p~ans. 

4. ~rterly or bimont~ revision ot work plans, with 
preparation ot quarterly reports to FENACRE and USAID. 

Subject matter tor training will include: cooperative 
princip~es, agricultur~ techniques, accounting, development ot cre­
dit propos~s, development ot new agribusiness services, analysis ot 
marketing p~ans, procurement of jnputs, budgeting and control., per­
s_onnel. management, membership relations, ~oan recoveries, etc. An 
addition~ emp~oyee specifically in charge of member cooperative 
education will be added to each cooperative for twel.ve months. 

The third activity invo~ves strengthening the capab~t~es 
of the NOIC and evaluating whether FENACRE, or a separate integral co­
operative federation, would be most appropriate for the future attilia­
tion ot. the integral cooperatives. Finally, promotion and creation 
of three new ICs would be undertaken g: the prob~ems in the existing 
ICs are resolved. 

The following is a schedule for 1mp~ementation of "these 
activities. 

Imp~ementation Schedule 

1. Submission of Amended PP 

2. Approval of Amended PP and authorization FY 80 funds 

3. Amendment of Loan and Grant Agreements 

4. Negotiation and signing contract USAID/B - RRNA 

5. Creation and stafting of speci~ office in BAB 

6. Creation and stafting of the NOIC 

9/79 

10;79 

lJ./79 

11-12/79 

lJ./79 

12/79 
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7. Adoption ot,new credit policies and regulations and 
operating procuiures by BAB 

8., Development and printing ot torms 

9. Ter.mination of existing contract NCDS - ~ 

10. Creation ot Consultative Committee 

11. Development of training plans. tor each IC 

32./79 

32./79 

32./79 

1/80 

1/80 

32.. Approval by .EENACRE and USAID ot Operating Procedures 2/80 

13. Purchase ot equipment 2/80 

l~. Development of work plans tor. advisors and NOIC ~oyee8 2/80 

15. Implementation ot training and, work plans 3/80-8/81 

16. Q.uarter~ revisions ot work plans and 
quarter~ reports 

4/80; 7/80; 10/80;, 
1/81; 4/.81; 8;'81 

17. Evaluation ot appropriate integrating organization 5/Bi 

lB. Aftiliation ot ICs with FENACRE or creation ot new 
tederation rlBl 

19. Promotion ot new ICs - one 7/80 
- two additional 7;'81 

20. Final Project evaluation 6/81 

D. Recommendation 

That $ 800,000 ot new grant funds be provided in F! 1980 
and F'! 1981 as tollows: 

Total 

$ 380,000 

420.000 

$' 800,000 
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Senor 
Abe H. Pena 
01 rector 
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Presente.-

Sei\or 0 I rector: 

Como resultado de la evaluaclon conjunta efectuada entre 
·personero!. de su Hlslon y del Servlclo Naclonal de Desall;'ol 10 de la Co 
munidad, se ha acordado que es oportuno unl transformacion d~ las rela 
clones Instituclonales bajo el Proyecto 511-T-055. 

Creemos que al papel que corresponds 81 Estade Boliviano 
en cuanto al movimianto cooperative tlene tres etapas. Se debe empezar 
como patroclnador, continuar como colaga y termlnar cQlftO .'go. AUnque 
.1 desarrollo del mDvimlanto de cooper_t'v.s Intagrales no ha Ilagada 
al grado de madurez que merece la tercera atapa ~ncionada anterlorme~ 
te, tampoco conviene qua ,a manteng. ~rtlf(cialmente de .~uf en adelan 
ta las relaclones de la primera ~tlpa. -

La funcl6n del SNDC en al delarrollo de III QDMUnl~"'. 
ruraJet· tra.c:(ende I •• tencl6n inceslnte a 1010 cuatro zonal deten.ina 
de. daY .paTs. LA pl'OllOcl6n de las cooperat'vas Int~gMJ~ ... tent •• -
ca.N6·..., proye&:to plloto, con a1 fin MiN'ieatO" •• ~D""Dr d~ 
chas organ'zac:ru,nes del ServlcJo I I. breveclad po.fbl·, -

'1 "''',m. tleJlPO craellm .q", 1. pal!tlc''''c:.:IiPI!~ ... n~·MU al 
l~res'ndJbl. _I. fUllcl6n dII pol ft'c,I ''y M)"" pa,. .... ·fMdll .... 
rrollo del . .,yl.lento Coo~ratlvo Agrarlo. 

. ' .~. - -,-- 7. -r-"~ - ......... ~, ~ ... eaDl que I., .c~'.tlv.1 
Intagrales ctabeft ftr. ..... eor.du an .1.fubI'" POr·.dlo _ ·una· '"U'tu 
c:i6n pr'y.cla, ~,r . .,uS·&t.I'j"~; 1. f~,de:·1tr jal pre .. 'IKt.1 _' .ector 
publico. De.puli.! .... : .... lh,ls d&c.enl~:J)Or oersoncrlK dal C:liln,. -'-
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2. 

I a Consu !tora Robert R. Nathan y de USAI D/B. I creemos que como me 
dida· transi torla, el apoyo a las cooperatlvas integrales debe st:r 
canallzado par medlo de una oficina adscrfta a la FederacicSn Haclo 
nal de Cboperatrvas de Ahorro y Credlto (FENACRE), 0 bien como una 
oflc:ina independlente pero en ambos casos bajo la tutela de un Con 
sejo Consultivo dirlgido por el MACA a integrado por e/· SHDe. BAS7 
USAID Y la Offcina Hacional. 

Este ConseJo normara las ~olitlcas operativas del:proyecto, 
esta relacion sera revisada despues de un ana a 18 meses para deter 
minar 51 conviene convertirla esta oficina en peMmanente, 0 buscar­
la· afll iaclon de las cooperacivas integra/es a su propia federacic5n. 

Con relaclcSn al fondo CROFOe. creemes· oportuno tambien lograr 
su transferencia al Banco Agricola de Bol fvla para asegurar su Incor. 
paracran permanenCe dentro del sector publico agrrcola. Los t'nmlnos 
de esta transferencra, sera motivo de· un anal Isis profundo por petJO 
neros del SNDe. y al mismo BAB, sl.empra· con la particlpacl6n •. uSATD/8, 

PQ~ IU parte, al Servlcio Nacional de Desarrollo de la ~, 
dad contrnuara patrocinando el desarrollo de movlmiento cooper~ 
por _10 de la prastaclon de asesoda a las cooperatlvas agtrCQt .. 
y Qt't"as, organ'uclones no integrales, con el fin de p.~Y."1: •• ~ 
f'~! .. ~plcral para la creacion de futuras organlzad,on~"·.r;".1 

~r '5' '~. . ...,....1 ~T. 

eatr.nda COlt la concurrencla de I. "'sfcSn de A.~.-t . tr. "~ 
COlt los. conc.ptos dellneados anterfQnnente, Ie sollc'~: . 
r.c·.·a..··~ lal mUltiples modfflcacfones requerfda. para.c. . ~ - - ct. . 
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Senor 

"A~O DEL CENT'~ilARIO DEL LITORAL CAUTIVO" 

La Paz, 13 de Septiembrede 1979 
DASG 1863/79 

Abe M. Pei'ia 
Director Misi6n Econ6mica de los 
Estados Unidoa en Bolivia 
Pre sen t e 

Senor: 
Mediante la presente, p1anteamos a us­

ted que los fondos del Cr~dito Rotativo de Fomento de Or­
ganizaciones Campesinas (CROFOC) (Pr~stamo USAID S11-T-
055), administrados por el Servicio ~acional de Desarro­
llo de la Comunidad (SNDC). sean transferidos del Banco 
del Estado y del s:mc al Banco Agricola de Bolivia. 

El manejo de dichos fondos 8e efectlia­
ria por medio de un equipo t~cnico pequei'io a nivel de laa 
oficina8 centrales del BAB. Los fondos CRDFOC I_ran uti­
lizado8 dnicamente para el apoyo a las cooperativa. inte­
gra1e. promovidas en el pasado por e1 SNDC. Todadec1a16D 
sobre 1& otorgaciOn de subprAstamos bajo dicho fODdo •• rA 
re.pon •• bilidad 1inica del BAB, baj 0 un Reglamento <I. Cr'· 
dito 8ujeto a 1& aprobaci6n previa de USAID/B. 

~l Banco Agricola de Bolivia p.rcibiria 
intereses del 6 por ciento anuales.sobre loa subp1!".taao. 
(.in comisiones, impuestos U Otr08 carg08 adiciol al •• ). 
Los fondos CROFOC Ge convertir4n en capital prop'o del !AB. 

Con este motivo, Saludam08 a uatad can 
ayor atenc10n. 

v- .-



SUcre. 15 de septienbl.-e de· 1979 

Sefur 
Abe M. Pefia. 
tJm"~R 
MIS: ECCNCMICA IE res 
EST.l 5 lNlJX)S EN BOLIVIA 
La l 

Est' do sefior Di.rector: 

ANNEX I : 
Page 4 Ot'l/~' 

!B1iante 1a presente, nos peImitincs infemarle de la ~uci6l 
tanada FOr el O::lnsejo de Adn:inistraci6n de 1a Fede.raci6n Nac:i.o­
nal de COOperativas Ce Ahono y C:edito (~) referente al -
apJyO que estarla en oondiciones de prestar a las ccop!rativas -

r .... integrales (CIs) protDVidas p% el 5erJicio Nac1ooa 1 de D!sarm-
FlU: . .; ~P·." , -1 110' de Ia Ccm.lnidad. . 

• ~. : -... ·-Jt.1 ' .. ~v 
Dill ;" ': T En atencioo a las OOI'lV'el:Saciales sostenidas· anteriomenta, ~-
DU'-' ~. c::m pz:q;:one 10 siguiente: . : ........ 

. A: : f i:71' 1. fa creaci6n, I,X)r ~ de FnmCIE, de '.lila Ofidna, c:cn juris-
I .. -.j diccioo en t:cCo el pa.!s, para presta":: asistencia t:&nica a -

--f--~ las COOperativas Integrales, capac·J.tar a sus l1deres y funew 
-_~'I narios, prestar y/o a:ordinar los servicios de Auditorla, se= 

H'. 
: ~. J gums Y S~tro de materiales impl:escG, rea.l.izar la.bores -

. i f de PItlIOCi6n, etc. 
W','\ 

0 •• (q-d = ; ---},~ J 
r,." i lJ -- . 
_ ........ '.. • :...t'..J..~.t::J •• " . 

2. La Oficina estar.1 encargada de cana.l.1zar o:n el debido anfii­
sis, las solicitudes de ~dito de las <:oq:erativas Integra­
les a la instituci6n financie.ra ~te. La Adninistra­
ci.6n de los FenCes Ce.l ~ to no quedarla a cargo de la Of!­
dna, sino hasta que se c:cnsigan nuevos f;=-~cianientos. ~ ... ~1: . -r;r"1-rr'-, 

1':':';1.' nut ,-
,_.--- ".. J. Las CCOperativas In~rales en Consejo caurultivo que, en su-

jeci6n a nox:mas a establecer I,X)r el Consejo do Adnin.i.strl1ci6n 
de fEWlCre, funcionar!a caro entidad de en.l.ace e.ntJ:e las Coo­
perativas Integra.l.es y la Of1d.na. 

4 .. IaI COstes de Flnancio!!mi.ento de 1a Ofic1na, deberlan se.r cu­
biertos per lSiUDIBOLIVIA, incluyencb \.Il coste ind1.recto -
(Qvel:head) para cubrir la inc.idencia que 14 crcad.6n Y tunc:1o 

n.sn:1ento de la Oficina ocasi.a'\ad en los cmtm ad::'..1ni.Itrati= 

II •• 
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DRAFr PROJECT AUTHORIZATION 

(Amendment No. ~) 

Name of Country Bolivia 

Name of Project Small Far.mer Organizations 

Number of Project: 511-0452 

ANBEX: II 
Pase 1 of 4 

Pursuant to Section 103 of the Foreign Assistance Act of 1961, as 
amended, I hereby amend the Project Authorization and Request for 
Allotment of Funds Part II for the above project dated August 31, 
1977, by deleting the entire text of same and substituting in lieu 
thereof the following: 

"1. Pursuant to Section 103 of the Foreign Assistance Act of 1961, 
as amended, I hereby authorize the Small Farmer Organization 
project for Bolivia involving planned obligations of not to 
exceed $ 800,000 in grant funds (which supplements previOJl.Sly 
authorized and approved financing: a loan of $ 7.5 million and 
grants totalling $ 3.425 million) over a two-year period from 
date of authorization, subject to the availability of funds· in 
accordance with the AID OY.B allotment process, to help in fi­
nancing foreign exchange and local curr~ncy costs for the pro­
ject. 

"2. The project consists of providing technical assistance and 
training to assist in the development, strengthening and pro­
motion of integral cooperatives in rural Bolivia. 

"3. An Amendment to the existing Project Grant Agreement which may 
be negotiated and executed by the officer to whom such authority 
is delegated in accordance with AID regulations and Delegations 
of Authority shall be subject to the following essential ter.ms 
and covenants and major conditions, together with such other 
terms and conditions as AID may deem appropriate. 

a. Source and Origin of Goods and Services 

Goods and services, except for ocean Shipping, :C1Danced .by.~ 
/JIJ under the project shall have their source and origin in 
Bolivia or in the United States, except as AID mar otherwise 
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qree in writing. Ocean shippins financed by AID under the 
project shall, except as AID may otherwise agree in writins, 
be financed only on flag vesse~s of the United States. 

b. Conditions Precedent to Initi~ Disbursement 

Prior to any disbursement, or the issuance of any commitment 
documents. under the Project Grant Agreement, the Cooperating 
Country shall furnish in form and substance satisfactory to 
AID: 

(11) 

Evidence of the establishment within the National Federa­
tion of Credit Unions (FENACRE) of a national ottice d: 
integr~ cooperatives (NOIC) with appropriate statf'ing 
and funding; 

Evidence of the transfer of the Revo~v1ng Credit FUnd 
(CROFOO) from the Nation~ COIIIIIlWlity Dev~opment Ser­
vice (NCDS) to the Bo~iv1an Agricultur~ Bank (BAB); and 

(iii) BAB regulations governing ~ phases of admi 01 stration 
of and lending from CROFOO. 

c. Covenants 

The Cooperating Country shall covenant: 

(i) To conduct annu~ audits of the integr~ cooperatives 
receiving subloans from CROFOC at no expense to the 
cooperatives; and 

(11) To submit by December 31., 1980, a long-range plan for 
developing a private sector, financially viable rur~ 
cooperative structure, which plan specifies how credit 
and technical assistance will be made avaUab~e to 
rural cooperatives and defines the role of each insti­
tution within the proposed structure." 
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Except as amended hereby, the Project Authorization and Request fo~ 
w.otment o:t P\mds Part II, dated August 31, 1m, remains in full 
terce and effect. 

Administrator 

Date 



DRAF.r LOAL _ _ "":QN 

(Amendment No.2) 

Name of Country : Bolivia 

Number of Project: 5ll-T-055 

AlmEX II 
Page 4 of 4 

Pursuant to Section 103 of the Foreign Assistance Act, as amended, 
and delegations of authority issued thereunder, I hereby amend the 

'Loan Authorization for the above project dated December 31,,1975, 
and, previousl¥ amended March' 22, 1976, as follows: 

1. In the introductory pararaPh, deJ.ete the following amounts, 
"($ 6.0 million)" and "( 1.5 million)." 

2. AJ.so in the introductory paragraph, delete, the phrase, "National 
COmmunity Developnent Service (NCDS)" and substitute ill lieu 
thereo£, "participating Integral Cooperatives. II 

3. In Section II.F., delete subparagraphs 2, 3, and 7. 

Except as amended hereby and in Amendment No.1, said Loan Ailthoriza­
tion remains in full force and effect. I hereby authorize the nego-, 
tiation and execution of an appropriate amendment to the Loan Agree­
ment for the above Loan by the officer to whom such authority. has 
been delegated in accordance with AID regulations and DeJ.egatioDS of 
Authority in order to effect changes made necessary by this Amend­
ment No.2. 

Administrator 

Date 



FINANCIAL PIANS 

1. Lons·,Term Technical Assistance 

Component 

SAlaries and Benefits 
Overhead 
Allowances 
Travel and Transport. 
Equipment and Materials 
other DiTect Costs 
Fees 

Decrease Present' 
Contmctby 
4 1/2 months 

(133) 
( 50) 
( 30) 
( 11) 

( 57) 
( 21) 

lntlation and Contingencies * --
TOTAL (302) 

===-== 

ANNEX III 
Page 1 of 2 

"New 
20 Month 
Contract 

288 
148 
87 
66 
8 

109 
47 
~ 

782 
:aa.::a= 

'Net In-
crase, 

~55 
98 
57 
55 
8 

52 
26 

.,...g2... 

480 
=-=== 

* .salary increase of 7'10 after 12 months ..allowed for Under Sal&~ .,nd 
.Benefits line item. 

New Contract 

1/1/80 - 12/31/80 
1/1/81 - 8/31/81 

Old Contract 

Rounded 270 
===== 

2. Short-Tenn ................ "'a. .... Assistance 

Thirteen pel''301l months 
Ten person munths 

FYBo -
$90,000 

FY 81 ---
304 

304 

300 

$60,000 



3. Start-Qe Costs - NOIC ($000) 

a. Salaries and Professional F.ees 
b. Benefits 
c. Per-diem and travel 
d. Rent and Office Supplies 
e. Vehicle and Equipment Maintenance 

and Repair 
f. Purchase of FENACRE auditing, in-

surance and tra ining 
g. Contingency 
h. OVerhead fee' to FENACRE 

TOTAL 

* Covers 12 months 

AImEX III 
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FY 80* FY;,81U ' 

84 62 
27 20 
26 19 
20 15 

2 1 

25 18 
43 33 

..J±l ~ 

270 200 ---. -
**Covers 8 months with 10% inflation factor 

4. EguiEment Costs NOIC 

Office Equipment $10,850 
Office Furniture 9,450 
Audio-Visual Equipmen~ 6,300 
ContiDgency ~z40o 

$30,000 

FY 80 FY 81 

5. Training Activitie~ 

- Cooperative Management Courses 
(1 per year) $13,000 $13,000 

- Cooperative Director's Courses 
(6 per year) 1,000 1,000 

- Cooperative Extensionist Courses 
(6 per year) 

- International travel/orientation 
1,000 1,000 ' 

Cooperative leaders 5,000 
Cooperative managers 2z000 

$20,000 $20,000 :z.. • •. • --



AJIIIBI V 

PROJECT DESIGN SUMMARY L,., ,, Pase10t5 
I • ,,'ellCt: 

F._ FY 15 .. tiL 4! :~=':.~" LOGICAL FRAMEWORK (DeSTRUCT ION. TIIIIII All OPtIONAL 
FOAIIIIIIIOI CAlI lIE UseD AI All AID 
TO ORGAIIIZIIIG DATA'~ THI PAl 
uPOu. IT MUD NOT .. "TAlllIED 
ORIUIIMtUDJ 

~=-p~~~ttb2D:tlBfml==65i== 
P.-t.ct Title ........... : SMALL FARMER OIDMflZATIOJI (5ll.;o452 5ll-T-055) 

NARRATIVE SUMMARY OBJECTIVELY VERIFIABLE IfI)lCATORS 
P ...... s.c •• Goal: n.. ....... "Jedl ... to ......... of Gaol Achl_: 
... cIJ tIoI ... -tee. _."""'.1 
To increue the per capita inc~ and 
to bprove the .tandard ot 11v1ns; at 
zval. people. 

Averll6e lU1Dual ClIIII1ly inCOllle oC 
6.000 member. at integral cooper­
ative, will have increased by 75~ 
ere. present average at $180 u 
at ~eiJJber 1981. 

MEANS OF VERIFICATION 

I.C. surveys on yearly basis u.inc 
basellne data collected at bes1nn.1ns 
ot project tor c~arative purposes. 

PAGel 
.."ORTANT ASSUNPTlCINS 

'!be avaU.abillq- ot crecH.t and 
teclmical u.t.tance vill brlns 
about iIIprov_t, in agricultun1. 
practice. thereby increuinc pro-
4uctioo. 

'!bat Gal agricultural prlcinc pollCT 
durinc the project Dpl_ntatloa 
period cJoes not 4iscourace qrlcul­
tural pro4uctloa. 

'lhat C!l.1Iate condttioaa cJo not 
precl.u4e anticipated pro4uct1oa 
increases. 



A.d .... ,. .Je,., 
"" .... LI .. I: •• I 

PROJECT DESIGH SUMMARY 
LOGICAL FRAMEWORK 

NARRATIVE SUIoIMARY 03JECTIVELY VERIFIABLE INOICATORS MEANS Of VERIFICATION 

.nfec'· .... HI 

'1'0 eatallli.h aD independent, viable 
cooperative IIOvement, iDOludins de­
velo~t ot tour bue-level lDtegral 
coo~ (ICI). . 

I 

C ..... 'i ... tIoo, .111 .... leat. PUlp.l. laal ...... 
",1eve4: Ea4.t pralect .tatu .. 
1. Four lDtegral. (IC) bue-level Integral. Cooperative recorda 
product-specitic coops established 
10 Departments ot Cochebamba, 
(dAirying), Potod (potato), Senta 
Cruz (dAirying), and Tarija (oU 
seed)1 

- Each IC with average total 
lIIIlIIibersblp ot 1,500. . 

Cooperative recorda 

- Each IC prov1d1n8 • 1'ull CCIII- Cooperative recorda 
plement ot servicel, through 
Alloci.tea Zon~ Groupl (Ami), 
to lDtegrate vertical..l¥ all 
a.ctiv1ties related to itl pro-
cbl.:t 11De. IC provid1q protel-
liClll&l. .anAgeDeDt, _ChilDbed 
a.ccount1n8, veto &8 nece.lary 
on Am credit decla101l8, lDput 
diltribution, c~lcation with 
-.:ritets, ltorage and procel.in8 
ta.cilitie., technical asliltance 
10 procblction tor tarllllrl, .an-
aa_t ot loan -,pplicationl and 
Contractl with ICl. 

- I'or ea.ch IC, 10-20 Allociated 
Zonal. Groups (AZGI) Mlt1D8 all 
deciliOlll attectiDa tal'lllllri aDd' 
alect1n8 board. ot directorl to 
I.n. on the ICI. Each Am 
8IlProvilij( llfaberabip and credit 
awl1cationa tor t~1 trca 
c~ty, concblctin8 eooperativ 
e4ucatiClll&l. a.ctiv1tiel tor ~. 
ben, coordinatin8 course with 
external technicianl 1n Asricul­
tural practicel, auperv1l1ns and 

AlfIlE[V 

L'f elP -IB' Pase 2 ot 5 • • •• ,. 81. f._ fY 'iFY-rp.....,---T.' .. jj.S.F........ IfJ1Ii6,85i 
Dote ....... :....~1 r19 

PAGel 
IMPORT ANT -ASSUMPTIONS 

'!bat the lDtesral cooperativea v11l. 
be able to cbarBe the urs1na and 
acbieve tho volUMa pro3ected 10 
teasibility ltudiel. 

'!bat eU_tie conditiOlll 40 DOt 
preclude anticipated production 
.1ncreuea. 



........ Itn·lI. 
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PROJECT DESIGN $UMMARY 
LOGICAL FRAMEWORK 

Prolpet Title & .......... : SMLL F~R OBJAHIZIlTIONS( .511-01152 and 511-T-055. ,). 

HARRA TIVE Su.lMARY 03JECTIVEl Y VERIFIABLE INDICATORS 
(:_ ............ 11 .... Ie ••• purpo •• II •• 110 ... 
.. I ....... Ead ............ aIu •• 

collecting loans to c~ity _­
berB. 

- ICa require no subsidies tor 
operating costs. 

2. Tota1 sub-loans from revolving 
credit t'Unds will be $5,825,000. 

3. ']be tollotdns indicators at 10&1' 
perto:nDance will have been achi8YeC 

&. 110. ot subloans to ICs I. 
b. Anrase siz, ot subl.oana 

to ICs. • 1,000,000 
o. Default rate (subloan. 

M4e bJ IC.) ~ 
4. De1inquenq rate(sub-

loans -.de by IC. 1~ 
e. 110.. ot subloan./IC 1.500 
t. Average size ot .ubloan' 

-.de by ICs 500 

MEANS Of! VERlflCATIOtt IMPORTANT A5SUIIPTIOI~ 
Aa ..... tIeu , ............... _ 



""D ...... 1.·.11 
IUprLI .. IEM" • 

... "'....... JESIGH SUIlIlARY 
LOGICAL FRAMEWORK 

p,ej.c. Tille & ........ " SMALL FARNER ORlAHlZATlOHS (511-0452 and 511-T-055) 

HARRA TIVE SUIooIMARY 
0...,...; 

... Penon-years ot tecbnie&l ulilIIt-
aDce. 

b. Tr&1n1D& couraea. 
c. Unlveraity tra1n1na. 
d. Jour lntqral. cooperatives 1oih1ch 

are adequately equipped and IItatted. 
•• &evo~v1na cred1 t aub-~ana to 

cooperatives. 

OBJECTIVEL·{ VERIFIABLE IHDICATMS 
Mopl ........ Oulpu'a: 
... Forty-five technician yearll. 
b. 'b-a1nlng courses he~ tor: 

- Cooperative IIIIIllBgement (2) 
- Cooperative Directors (~) 
- KlJ3 leaders (~) 
- Membership (bi-monthly) 

c. TWo-perllan year. at university 
trainina. 

4. OUi~e equipment lnclud.1.na deakl 
<*air.. _etill8 rooa tab~e., 
tmvrlters. c&l.culators, a.c­
cou.ntina "JIIi,cnine, and radio. 
Veh1c~ea tor tr8llllportatloo ot 
~era and other perIiODDel.. 
statt includlna ~er, accoud; 
ant, lIecretary /cuhier and t1eld 
utenaianlata. 

e. Total ~ portrollo. ($000) 

II :n! ...12-. 60 
940 2,760 4,290 5,625 

MEANS OF VERIFlCAnON 

a • USAID recorda 
b. KOlC recorda 
c. USAID recorda 
d. USAID and I.C. recorda 
o. BAD recorda 

UoIPORT ANT ASSUMPTIONS 



.. ...,. .... __ YI 
PROJECT OES.CH SUIlMARY 

LOGICAL FitUlEWORK 
IIIWL rAJI4ER <RlAJ(1ZATlOllS (511.-oa.52 aDd 511.-T-055) 

'-II 

D. 

1. lin c 1 rtzac cre41 L rw.d 
2. ec-m1t7 ud.laDe. P\ID4 
3. tn1A1I:Ic 
~. ~~L UI4 *t.erl&lJI 
,. 1Ibort-t«1W T.A. 

a. er.L ~ 

1. Twdzl1e&l ANla t.eee 
... Lacc- t.e%S 
b. Ebcr\-t«1W 

2. ~1I:Ic 

1. ~U_ 

!5! 
1- "":-' 
I. ~Uac 8111 ..... 

OIJJECT!VEL Y VERifiABLE INDICA TORS 

1. &. 
b. 

2. 

3. 

1. 

2. 

5.825.000 
350.000 
350,000 
525.000 
1.50,000 

510.000 
1.60.000 

-.0.000 

30.000 

30,000 

"TO,CICIO 

MEANS OF VERIFICAT~ 

USAID 1U14 OOB recorcb. 

AIIJIEI V 
Pqe 5 ot 5 

Llf ... P,.lech 81 
F ... FY -15 I. f.Y.......r:r-ar.r---
T .... u.s. F.,..4_ ..... lJi6.B51 
0. .. p, ..... _J!f.f.l/~XJ:'t:7'rS9c:==== 

'AGI~ 
IMPORTANT ASSUMPTIONS 

"-.... , .................... 11 

HUe III ~ wUl be 
&_11ab1. U. .cbedule4. 



... 

• 

SCOPE or WOlUt 

AlIlU:IC VI 
Pace l, ot 4 

A. Chb1' 01' Party 

The Chief 01' Party will be baaed in the ottlce of the bDIIt .. eney 
and will be the onl¥ member 01' the adv110r,r II'O\lP to _1Dt&1n d1reot 
contact with the hOlt asency. Be/abe v1ll: 

. 1. Direct coOrdinate d lupvv1ae the activ1tlel of the apatrbte 
and national mWVI ot the e.dv1am ~ 10 order to ach1ne -project 
goall. . 

2. Manage the ottlce 01' the. adv110Z')' srouP/1a;»l.ent1nl teu and 
alaure that the ot.t1oe 11 tunctional. 

3. Conduct periodic on Ilte evaluatlona to aalure~t advtaory 
group memb,rl .re latll1'actor1ly ptrtorminl tbe1r dutle •• 

4. Provide technical ald.tanoe M required to ~e holt apOO)'. 

50 Prepare, al reqw.r~" aaope. 01' work, work plana, ea4 reportl .. 

6. In.ure ettect!.n c~lc.tlon b,t'wHQ tb, edvi.ol')' IZ'OUP, 
the halt .. enc:)', and UBAlD. • 

7. It ntpOn.lble tor th' aupU'Y11104 or auapunt coatnct, 
wlth the lAtesra1 CooperatlY1I. 

8. Guld, pr,epuatlon ot t u1b1l1. 1tla41" tor Oft' ,Iuric", 
new s.nt anl cooplrativu u4 tor tutW" tHtratlon ItruatUH. 

or lnt .. 

. ovreftt ltatUl" pro-
.uaeft'.1 •• , ' 100 or VOl' 

. tor oODlluDt 
or 

• o 

o 



B. Administration/Credit Advisors 

AfmEX VI 
Pale 2 ot 4 

Two Administration/Credit Advisors will work directly with the 
Integral·Cooperatives; no duties at the national level with the 
host agency are contemplated for these advisors. They will be re­
quired to travel approximately 50 per cent ot the time. The Ad­
ministration/Credit advisors will work with national counterparts. 
The counterparts will complement the skills ot the AdlDini.stration/ 
Credit advisor and will be responsible for tasks sjm1lar to those 
assigned to the expatriat advisors. 

Assist and advise the Integral Cooperatives in the following: 

1. Implement and monitor a unitorm accounting system in the 
integral cooperatives. 

2.· Develop and implement a system of professional administration 
in the Integral Cooperatives which includes a per30nnel policy, 
pricing policies, information systems, budgets, internal contr~, 
etc. 

3. Insure that individual cooper3tive employees have an under­
standing of their specifiC duties and are able to effectively carry 
tbem.out. 

4. Assure that cooperative accounting is current. 

5. Train the salaried personnel of the Integra.l Ccoperati'le u 
well as the Ildministrati'le council, the 'r1.g:U.ance committee and ehe 
credit committee concerning administrative and credit ~tter~. 

6. A:J:list in the ccm:nercia.li:lltion ot the ccoperati'/e~ production 
and in the procurement of agricultural inputs. 

7. Insure that the cooperative lbides by internal ~nd national 
credit regulationo. 

8. Prep/ire and ~plement 11 un1!or.n credit .:syH"~ :'::;r ~h" Inteinl 
Cooperllti'/e:s tnc1uJ!.ng .'ppropr1ate p"pel""Jork. 

9. ~auro that the Integral Coopent1'/e:s hAV!! /1." "ppropr1ato 
policy and etricient ~y5tem ~or credit recover/. 
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10. Coordinate closely with the train1ns advisor to ensure that 
cooperative extensionists are adequately prepared for credit plannins 
and credit recovery. 

ll. A5sure that subloan requests renect the needs or the ~­
~J are reasonable and are efficient. 

12. Revie'ol cooperative credit req'lests and monitor cooperative 
credit "ctivities. 

l3. COntribute to both cooperative and national training courses 
as required. 

14. Prepare quarterly reports detailing the current sthtus, pro­
gress, and problems of his efforts, and prepare quarterly work plans. 

15. Perform other duties as assigned by the Chief of Party. 

C. Training Advisor 

The Training advisor will work directly with the Integral Co­
operative membership and with the extension agents. No duties at 
the national level are contemplated for this advisor. This advisor 
will be required to travel at least seventy-five per cent of the 
tLme. The Training advisor will work with a national counterpart 
who will complement the skills of the Training advisor and who will 
perform similar duties as the Training advisor. 

The duties of the Training advisor are as follows: 

1. A3sure that all training activities in each Integral Coopera­
tive are both developed and carried out effectively. The focus sbould 
be on training cooperative extension agents and on cooperative members 
at the GOB level. 

2. Prepare and implement cooperative and agricultural training 
programs at the appropriate level for tbe specific target group. 

3. Assist the cooperative extension Bgents in developing appro­
priate packages of agricultural practices. 

4. Aasiat the cooperative extension B8ents in developing and 
implementing practical work plans. 
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5. Participate with cooperative extens10n agents in training 
activities to ensure their proper execution. 

6. Present quarter~ reports detailing the current status,. pro­
gress and problema o~ the training effort, and develop quarter~ 
work plans. 

7. Prepare appropriate materials, as required, tor training, 

8. Perform other taSltS as assigned by the (.'hief ot Party. 
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JUSTIFICATION FOR NON C<l>!PETITIVE PROCUREMENT 

Robert R. Nathan & Associates (RRNA) has been providing technical 
services to the National Community Devel~ent Service (NCDS) under 
the Small Far.mer Organizations Project since May 1976. Prior to 
signing a contract with the RENA, NCDS followed nor.ma1 competitive 
procedures by publishing an RFP, evaluating proposals received, and 
awarding and negotiating a contract. A total of three firms par­
ticipated in the competition, with the proposal of RRNA being ranked 
first. 

The technical services being provided under the Project has as its 
objective assisting in the development of a viable integral coopera­
tive movement, and is providing assistance in agriculture credit, 
cooperative management, agricultural extension, administration and 
promotion, and training. As stated in the Amendment, the original 
Project purpose has not been changed. Rather, based on an assesnment 
that the implementation methodology was inappropriate, a new imple~ 
mentation procedure has been proposed. The scope and nature ot the 
technical services must be moditied to confor.m with the new imple­
mentation procedure, but, as with the Project, its original objective 
has not been changed. Thus, although the technical services contract 
will be amended, RRNA will not be requested to provide services out­
~ide the objective of their original contract. 

While proposing a significant change to Project implementation, ·th~ 
Amendment allows little time for the new procedures to show result9 
(approximately 18 months). Requiring competition for the provision 
ot technical services during this period would effectively reduce the 
amount of time available for technical assistance to a maximum of nine 
months. Past Mission experience with the steps involved in the cam­
petitive process -- developing and publishing an RFP, evaluating pro­
posals received, awarding, negotiating and signing a contract, and 
arrival ot the advisory team -- indicates that a minimum ot nine 
months is required to complete the process. The Mission believes 
achievement of the objectives as stated in the Amendment will require 
the full 18 months requested. Any time lost in competing for the 
required technical services will reduce seriously the likelihood 
that these objectives will be achieved. 
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'Fi~, Rl\KA haa 'appraxlJDately' three years of' eJCperi eric t!' with th" 
Proj~ct and' wUJ. not require time to "learn" the Project and' n esta­
bl:1shw' its operations in Bolivia. It is expected that two inembers 
ot tJ,le current team wUl continue working with" the' Project !iuring' 
the AlDendJilent .. perio!1, thus providing additional continuity 'to Pro­
j'ec+' At"tivities. 

Subpart 7~3.~Ol-50(b)(5) of' the AID Procur.ement Regulation per.m1ts 
non.,.competitive procUrement in those cases where "am.endment to con­
tracts provide tor' cont1auation ot activities designed to meet the 
same!' goal.originaJ..ly establ.ished in the contract." Al.thOU8h it is 
proposed that a new contract be signed with RRNA, this course· wUJ. 
'be' taken only because of the switch trom a host country to a direct, 
AID.contract,.· In reality, the new contract will be an extension ot 
the' existing contract, and, as demonstrat'ed above,. it will not chana! 
the, original. goal established in the contract. The Mission, there­
fore., bel1eves;that non-competitive procure!Uent is .iustti"i@d_ 




