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EXECUTIVE SUMMARY 

I. Introduction 

ebvaluatio.n A- one -o a---seri 

which will allow intercountry corn-
parisons of projects in the area of rural 
enterprise and agribusiness develop-
ment. Its principal purpose is to 
contribute to Agency understanding 
with regard to the planning, execution 
and impact evaluation of projects which 
are focused on andsmall medium 
agribusiness development. 

II. 'Projection Background and History 

The Paraguay Rural Enterprise
Project was developed by the USAID 
Mission and Centralthe Bank of 
Paraguay in 1975-1976. Its purpose was 
to fund agribusiness development in 
activities which would remove con-
straints faced by small farmers in 
expanding their agricultural production 
and family incomes. Based on 
pre-project analysis it was found that 
small farmers lacked stable and 
remunerative prices for labor intensive, 
high value crops, access to intermediate 
technology, and off-farm employment 
opportunities. It was also found that 
there was a lack of long-term credit 
available for agribusiness investment 
and the banking community lacked the 
institutional experience and disposition 
to enter this area without encou-

ragement. Therefore, the project

established a rediscount mechanism 

between the Central Bank and local 
commercial banks in order to funnel 
long-term investment funds into those 
types of agribusiness activities which 
would remove constraints to small 
farmer development. 7lie two major 
objectives of the project were to 

increase the incomes of small farmers 
and establish an effective rediscount
mechanism for agroindustrial financing 
between the Central Bank and, local 
ciThis
....-mm ehr-ial-


Between the end of 1977 and the 
middle of 1980, about $US 6.5 million 
were lent to 58 agribusiness firms, with 
AID and the commercial banks 
contributing about 40% each of the loan 
funds, and the Central Bank the
balance. The loans tended to be either 
relatively small or quite large.
Seventeen loans were for $US 50,000 or 
less and twenty-two loans were for 
amounts between $US 150,000 and $US 
200,000. The average loan size was 
almost $US 110,000. 

Loans financed the type of 
agribusiness activities which had been 
anticipated as priority areas: 15 loans 
in food storage facilities, 19 loans in 
farm input and services activities, and 
22 loans in agricultural processing
facilities. The geographic distribution 
of the loans was quite diverse, with 
many of the agribusinesses being
located in small towns or rural areas. 

The capital costs of direct 
employment in the firms themselves 
was of a medium level of capital 
intensity--about $US 12,500 per job
place. Based on borrower estimates, 
the project would have potentially 
impacted about 84,000 people or about 
13,000 small farm operations. 

Data show that the average
borrower was mediuma to small sized 
firm with an average of 8 employees 
making a substantial expansion of its 
operation. A rough estimate indicates 
that the average firm increased its 
capital stock from about $US 103,750 
before the loan to about $US 321,250
after its investments. The firms 
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themseives financed a1large portion of
their total investments, an average of 
48% of the total capital invested in the 
sub-projects. 

The evaluation data of small 
farmers linked with agribusinessbor.-,
rowers show such farms were poor by 
the standards of Paraguay. A profile of 
the average small farmer and his 
operation shows the following
characteristics. His farm was about 15 
hectares of which he cultivated 10 to 11 
hectares. Tfhe 
income was 

capitaaverage per 
about $US 425--with an 

average family household of 6.5
individuals, the average farm household 
income was approximately $US 2,763.
The head of the household averaged
three years of schooling, but 75% of his 
school aged children attended school on 
a regular basis. Fifty percent of the
families used medical clinics or 
hospitals when they had sickness in the 
family, but they had to go 18 kilometers 
to get to them. Likewise, 95% of the 
households lacked both electricity and 
running water. 

,Farming practices were simple but 
not primitive. Ninety percent of the 
farmers received no technical
assistance, although they did use 
insecticides and fertilizers on majorcash crops. The majority had access to 
formal or informal credit. Animal 
power was often used for farm work,
but almost no farmer had a tractor or 
other sophisticated, mechanized equip-
ment. 

To ensure that the benefits of the
project flowed through to small 
farmers, the Central Bank and AID 
evolved a requirement that agribusiness 
borrowers do at least 50% of their 
business with small farmers. Processing
firms, for example, had to purchase 50% 
of the value of agricultural raw 
materials they processed from 

small farmers. The firms were required

to provide lists of such small 
 farmers
 
with whom 
 they would link when rsaking
loan applications. The evaluation found, 
however, that the firms and listed
 
fariners.irniostcases.did 
 not -form-.the
anticipated linkages; either because
 
small farmers chose to do business
 
elsewhere or because the firm did not
 
always follow through with the small
 
farmer. This was to present problems:

for the evaluation team in measuring

benefits to small farmers 
 from the
 
project.
 

II Evaluation Objectives 

Because of the limitation of funds
 
for the analysis, the evaluation focused
 
on the two principal objectives of the
 
project. The first was to determine
 
whether an effective financial
 
mechanism for channeling long- term
 
credit to agribusiness develop ment 
 was
 
established. 
 The second was to measure
 
the degree to which tile incomes of
 
small farmers increased as a con
sequence if linking with agribusiness
 
borrowers.
 

IV. Institutional Evaluation 

A. Credit Facilities and Mech
anisms
 

The project established a 
mechanism whereby commerical banks 
could rediscount with the Central Bank 
60% of the value of loans they made to
agribusiness entrepreneurs. The banks 
experienced two major problems in 
carrying this out: subproject selection 
and project evaluation. 

Project selection turned out to 
involve a number of problems. The first 
was the verification that the subproject 
financed would have the desired impact 
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on srnall farmirs, Initially, the Central 
Bank and commercial banks assumed
that if an investment proposal was 
financially "bankable", it had the
requisite impact on small farmers. This 
approach was in part understandable,
sineesuch,-inst-itutions- had-constraints,---
objectives, and social orientations 
different from AID. Most of the people
in these organizations were hardly 
aware of the existence of small farmers 
and did not atfirst fully understand the 
exact meaning of this objective. As a 
consequence, the two institutions
initially reluctant 

were 
to adopt the 

necessary steps to ensure that this 
objective would be examined in the 
project selection process. 

Another pr',olem which arose was 
the criteria applied by the commercial 
banks to determine, whether proposed
projects were "bankable'" The 
commercial banks tended to apply the 

type of analysis they customarily used 

for short term commercial loans , 
even
though loan proposals were for long 

term investments. This involved relying

heavily on collateral from the borrower

rather than allocating the time and 

money necessary to carry out an 

adequate appraisal to determine the 

soundness of the prcposals. The result 

was that loan analysis by the banks 
was 
inadequate and the Central Bank began

to take over that function. 


Because of 
 the fast pace at which 

loans were initially approved and the 

apparent lack of attention to the 
potential impact on small farmers, AID 
decided to require that all loans be 
approved by a committee of itself, the 
Central Bank, consultants, and thecommercial banks. This negated a 
system initially started where the
Central Bank theallowed commerical 
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baniks to mk< the d Iecision regarding
the bankability of subprojects and the
Central Bank checked on tie benefits to 
small, farmers. AID's decision was a
good one and woiuld be a good
mechanism to ernploy in the initial 
phas '. f s. m ii. projects. It permits ,
all those of the institutions involved to
form personal relationships with each 
other which are critical to the success
of such projects, as well as allow AID to 
familiarize the other institutions with
rediscounting procedures and AID 
criteria. 

The application of the loan criteria 
also presented problems. Subprojects
could be selected if they met one or 
more of the following criteria: the
proposed subproject (a) contributed to 
the welfare of the small farmer, (b)
eliminated a bottleneck to the 
development of agribusinesses which 
would benefit small farmers, and (c)
created a substantial amount of direct
 
employment, resulting in a new source

of income for Paraguayan workers.
 
These criteria proved to be too broad
 
and confusing to exclude very many

types of agribusiness activities, yet they

represented, an important objective 
 of
 
the project. Perhaps in future 
projects

of this type the same objective might be
 
accomplished by having 
a list of certain
 
types of activities which are 
 auto
matically excluded because of their 
obvious lack of potential linkages with 
small farmers, or by limiting
agribusiness investment funding to 
geographic areas whichin there are 
heavy concentrations of small farmers. 
Certainly, the requirement that 
potential borrowers provide lists ofsmall farmers with whom they will link 
is not sufficient to forge the desired 
linkages nor is it a system that can be 



easily monitored. !n 1ofact, clear, low.
cost monitoring system was developed,
indicative of the fact that thee ,ewis*no 
easy solution to this problem. It is also
worth noting that other metlods also 
present some trade-offs. The criterion 

geographic areas in which small farmers 
are concentrated, for example, would 
have the effect of encouraging small
farmers to remain where they are 
rather than migrate to areas in the
country where there might be greater
long run opportunities for them. 

The rediscounting mechanism
proved to operate very efficiently for
several reasons. First, the Central Bank 
staff was of a high caliber and
performed their responsibilites well. 
Secondly, the banking institutions had 
prior experience in rediscounting with 
the Central Bank for other purposes.While this had been used as a tool for 
controlling the money supply, the banksadjusted well to using the mechanism 
for entirely different purposes, 

B.Technical Assistance to Lending
Institutions 

The participating commercial banks

needed technical assistance in loan 

application analysis rather than 
 in

dealing with the agribusiness borrowers 

themselves. As previously mentioned,

the banks lacked experience and a
commitment to carry out the type of 
analysis appropriate for long term
loans. Nor did the banks anticipate that
the loan volume would be sufficiently
large to justify an investment of their 
own resources in developing expertise in 
this area. They did recognize, however,
that many of the borrowers under the 

program were theirnot. traditional 
customers for whom they could just rely
on collateral for security. Con
sequently, the banks often hired well
qualified consultants to carry out tile 
financial and technical analysis of 

The banks did not solve the,
problem, however, of loan follow-up.
Consultants were not used for this 
purpose, and the banks were not willing 
to commit bank resources to make visits 
to project sites. Although the Central 
Bank eventually took over this re
sponsibility, the problem was never
satisfactorily resolved. Nor would it
have been resonable to expect the banks 
to make a long term commitment to
institution building thisin area when 
AID withdrew financial support'ito the 
project after three years. 

C. Promotional Activities 

Little promotion was necessary as 
there was a strong demand for the funds 
without extensive advertising. TheCentral Bank resisted recommendations 
by AID to advertise in the countryside,
 
since this would have raised expectations far in excess of those which
could be fulfilled with the limited funds
 
available to the project. Several issues
 
did arise, however, their
from limited
efforts. First, adequate promotion
depends upon a clear set of criteria for
sub-borrower selection, which this 
project lacked. Secondly, it is difficult 
to gauge private sector demand when
social criteria such as those in tlis 
project are used. In such cases it will
generally be important to closely
monitor the project in the first stages
to see if these criteria restrict the level 
of . *nd too greatly, so that 
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adjustments can be made, and he re-flected in promotional activities. 

D. Lending Institutions' Loan 
Review Requirements 

_____F. 

the project suffered fror, a number of 
problems besides the inexperience of
commercial banks in analyzing long 
term credit investments. The Central 
Bank increasingly took over from the 
commercial banks the function 6f
financial and technical review of the 
subprojects because it felt its 
reputation depended upon the success of
the project. AID increasingly took over 
from the Central Bank the function of 
reviewing the impact of loans on small
farmers. Since these functions were far 
removed from the commercial banks 
themselves, the information required on 
application forms proved unsatisfactory
to the Central Banks and AID. It 
probably would have been best for both
of these institutions to have col-
laborated with the commercial banks to 
develop a uniform application form 
which provided information of interest 
to all of them, keeping the burden of 
paperwork to a manageable size and 
cost level. 

E.Sub-Borrover Assistance Needs 

Agribusiness borrowers proved tobe of a sufficient size and sophistication 

to prepare feasibility studies 
 and 
financial projections needed by the 
commercial banks for project approval.These skills were readily available in 
local consulting firms which agribus-
iness 
borrowers used. Consequently, 
none of the banks provided technical 
assistance in this area. me agri-

bt1sinessos also proved to knlow bto
tile Process techology thnn ally other 
domestic sources, so no ossistance was
provided in this area either, 

interest Rate Structure 

With regard to thle Central Bank, it 
lent to commercial banks from its own
funds and from AID funds for which it 
paid 2% interest. Lending at a 5% 
interest rate, the Central Bank had a 
5% spread on its own money and a 3%
spread on funds.AID Tlhis differential 
more than thecovered administrative 
costs of the project to the Bank. 

Based on the rates at whtich 
commercial banks permittedwere to 
lend to sub-borrowers, they had a
differential of about 8% on 60% of the 
funds they lent; the percentage of the 
loan that could be rediscounted to the 
Central Bank. theOn rest of the loan 
amount the banks made nothing or lost a 
little. While the banks did not maintain 
sufficiently detailed records 
determine profit rates the loan funds

to 
on 

alone, the bank officers generally felt 
their operations under the project were 
profitable. This was in part due to the 
relatively modest level of loan 
administration carried out by the 
commercial banks. As of the middle of1981, there had been no defaults
 
orserious threat of decapitalization.
 

G. Influence of Credit and 
Institutional Arrangements theon 
Rural Enterprise Project 

Tfhe funds allocated to the project 
were disbursed rather rapidly for
several reasons. First, the economy of 
Paraguay was experiencing strong
growth in part because of an extremely 
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large dam project which was bringing 
into- the country a considerable amount 
of money and the promise of large
amounts of electricity in the future.Secondly, -commercial banks were
generally required] to keep 45% of their 
port folio in relative ly unattraqtiveloans-

__h -projec t,~subloans
could count toward 'this. -requirement,
while bearing a more attractive interest 
rate, and - a larger amount could be 
rediscounted -with the Central Bank. 

The disbursement of loan funds was 

a prerequisite of success, but of course 
by no means a guarantee of it. While 
the next section measures the impact of
the project on small farmers, some 
indirect indicators support the overall
conclusion that projectthe 
 did 

positively impact small farmers. First, 
all of the subprojects were in activities 
which were identified as important inrelation to constraints faced by small 
farmers. A large number of thesubprojects, for instance, tended to 
involve the processing of crops grown by'small farmers. Also 43% of the projects 
were in two departments of the country
which had the highest concentration of 
small farmers. 


Equally important, the project 

seems to have proved the workability of

the financial I mechanism to funnel 

money toward agribusiness devel-

opment. A cloud has been cast over this 
fundamental achievement of the 
project, however, because of a 

misunderstanding which 
 has arisen. It

has been the position of the Central 

Bank 
 that AID had made at least an
informal commitment to make a second 
loan under the project. AID, on the
other hand, has taken the position that 
Paraguay is in a position to continue the 
project without AID's financial 

assistance. The imposse ha)S
jeopardizef dI continuation of ant the 

institutional/finnecial mechanism 
 which 
has proved to he rather successful. -Lastly, the project seems- to have
effectuated a -number of attitudinal

changes.-Decision-m a kers- in-the-C3Di tol
city who have historically dominnted
thle country appeared to be more aware
of small farmers and their capacity to
contribute to the development of the 
country. Bankers became more aware 
of the entrepreneurial capacity and
contribution of non-traditional- clients. 
And most importantly, entrepreneurs
who were not part of the social and
business elites of the country saw that 
with proper organization and prepa
ration they could become significant
prticipants in their society and improve
their own economic conditions. 

V. Economic Impact Evaluation 

A. Methodology 

In order to understand the results
 
of the economic impact evaluation it is
 
necessary to have more than a cursory
understanding of the methodology

ployed in 

em
the study. The methodology
 

was designed 
 to test several questions
commonly raised when using statistical 
comparisons and the flow of benefits.
Data were collected to compare small 
farmers who were linked with
agroindustrial borrowers (participant
farmers) with small farmers who were 
not (non-participant farmers), to see if
there arose any income differences 
which could be reasonably attributed to 
the project. The list of small farmers 
which agribusinesses submitted with 
their loan applications were used to 



randomnly select pnirticipant farmers andcriteria were established to select 
non-participant farmers in thle
geographic areas 

same 
as their participantcounterparts. Data were. collec e' fored 

both participant and non-participant
farmers for two _agricutrLccle,~se~ 1f iri epet Ixcat-atiii/August of 1979 and 1980). Threecategories of activities were created 
for comparisons between participants
and non-participants:. (1) inputs and 
services (I&S), (2) processing (of
agricultural goods), and (3) storage
(facilities for agricultural goods). 

The three categories were designed
to permit the testing of several issues.
First, it was hoped tle results would 
show if some kinds of agribusiness 
activities impacted small farmers more
than others, by comparing the three
categories. Also, since the ag-
ribusinesses in ofone tie categories
began their operations at a point in time 
different from the others, it was hoped
that the results would show whether 
benefits were sustained for more than a 
year. The Processing category involved 
the measurement of "before" and
"after" differences fron project
participation, while the I&S category
involved measuring impacts on farmers 

linked with agribusinesses which had

been carrying out their new 
or expanded
functions over two successive agri-

cultural cycles. The storage 
 category

fell in between the others,
two with 
some of the agribusinesses under 
operation 'and linked with participant
farmers in the first agricultural cycle. 

The. methodology was also designedto examine what is cornmonly called the 
"attribution issue". It is frequently
argued that cross-sectional comparisons
between ,ersons participating in a 

project with 
projec t ro 
partiv~inan . 
from tolse 
this is evident from the fact that they 
get involved in 'the first place. it is 

those riot pI)Irticipalting- iniin
niot valii ecause tic' 

pOOPle are often 'different 
not pilrticipoting-in fact, 

are offteon more ontrepreneu rial thannon-participants, and this causes much 
of the differenees found in their 
incomes which is then incorrectly
attributed to a project.' This issue was
addressed in the methodology' by
collecting data of the "before" and 
"after" situations for tfe Processing
category to see if particpants man
ifested any marked differences 
compared to non-participants before 
linking with agribusinesses. 

It was anticipated that some of the
farmers selected from the "participant 
lists" supplied by 'the agribusinesses
might not in fact link with the firms, so 
the sample size was increased to 60% 
larger than otherwise would have been 
necessary for statistically reliable 
data. Even this rate, however, was not 
sufficient to compensate for the almost
complete lack of linking found between 
agribusinesses and small farmers on
their lists thefor Processing and 
Storage categories in the , second' 
agricultural cycle, despite the as
surances by the agribusinesses that the
 
lists were reasonably accurate in terms
 
of the farmers with whom 
 they would be
doing business. The result was that 
economic impact compnrisons were 
possible for only the' I&S category. 

B.Fconomic Impact on I&S
 
Category Farmers
 

For the purposes of comparison, a 
welfare measure of income was used 
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which inicluided all of thle, costs ofagricultural production normally in-
cluded, except those of family labor andreturns to capital. On the income side,
in addition ,to sales of agricultural
goods, 	the value of production consumed 
or stored on the farm andwages from 
off-farm employment were inclu'ded. 

.......... :measuremen i fdidgt--

economic efficiency, it did measure
family welfare, the principal concern of 
,the project. ,-. .. 

For both agricultural cycles the
particpant farms had superior incomes 
to those of non-participant farns-39% 
greater in the first period, and 35% in
the second period. 

r%.; 	 Importance of Off-Farm 
Employment 

Income to small farmers from
off-farm employment was not large 
relative to their total income. In the 
first period it represented 5% of totalincome for participants and 4% of total 
income for non-participants. In the 
second period its incidence fell for both 
groups, but by a larger amount for theparticipants. It fell 	to only 1% of total 
household income for participants, a 
drop of 4% points, l)ut by only I% point
for non-participant farms to 3% of total 
income. The larger drop by participant

farms might have been due 
 to linking
with agribusiness firms opening more 
on-farm opportunities for participant
farm households, so they shifted their 
labor allocation more theto farm
operation from non-farm work. 

D. 	 Efficiency Measure of 
Income 

When we impute a value to family
labor and capital in the cost calculation 

.... ,--r sed to-..30% in th 
1979/80 period., This would suggest tha
the marginal efficiency of participan 
farms as they expanded their operation! 

.
 was less than that of non-participan
farms, although we can see from th
welfare measurement that efficienc) 
can decrease while family welfare i5 
maintained. The ,decrease in the 
differences in efficiency incomes coulc 
be due to participant farms increasing
farm production on less productive land; 
and/or competitors of the agribusiness
borrowers upgrading their own services
with an impact on non-participant farm 
operations. 

E.Impact of Project on Farm 
Production and Resource
 
Productivity 

Comparing participant and 
non-participant farms, we find that the 
percentage increase in the value of
agricultural output that could be 
associated with participation in the 
project was 24% in 1978/79 and 31% in
1979/80. In examining the potential 
sources of this difference in increased 
output, four weresources analyzed:
differences in crop mix, differences in
prices, differences in yields, and 
intensification of land use. The datashowed that the first three sources were 
only negligibly associated with project 
participation, while intensification ofland use accounted for almost the whole
difference. 

of far I I production, we find. thot jthincomes of pnticipant farms was Stil 
significantly greater than 	 non-participant farms, although this diffrnc. 
narrowed from the first to the secon,
cycle. In the 1978/79 cycle participan
farms had incomos 49% greater thai 
non'- participant f sarmins, - thiand 
diff6e 
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-j The imnporta~nce of intensificatioun 
of land use was then broken into three 
subsourc.s examine their.to relative,
association with project participation.
These 5U)Sources were the absolute size 
of the farmt area cuIttivn ted ,t 

-,. L~g.the.,t ota I.fa rrn-cu1lt-ivated,-
and' increased interplanting and/ormultiple cropping. .In the first. ag-
ricultural cycle all three subsources had 
some association with thle project, with 
the percentage of the total farmcultivated being mostthe important, 
This perhaps was due to farmers in the
first year of participation increasing
their cultivated area because of the 
availability of inputs or services wlich 
made such ain expansion feasible forthem to carry out. In the second period 
there was a significant shift to anassociation with only the shhsource of 
the absolute, size areaof cultivated. 
That is to say, in the second period
participant farms increased their output
relative to* non-participant farms l)y
moving into the cultivation of land 
which was not due to increasing the 
percentage of the total farm cultivted. 
This is borne out in data which shows 

that particpant farmers expanded 
 the 

total number of hectares they possessed

and increased slightly tile number 
 of 

hectares they cultivated over the two 

periods. Non-participant farmers, 
 on 
the other hand, increased the number of 
hectares they possessed but decreased 
the number of hectares they cultivated 
over the two periods. 

All of these differences tend to 
support an aggregrate picture of 
participant farmers rationally taking 
advantage of opportunities created by
their linkages with agribusiness 

borrowers., The, 'opportunities Of 
participation resulted i participit

farmers decreasing ptheir of falrill 
employment in order ,to expand thr(, 
fniiid operitiin;. in' the first year by.V

-ie not previously lftilized.Cultivating' land 
--and-by-expa nding-to-newly-purcliasedI-or

rented land in the second year. Farmhousehold'~ size increased as. family.
members returned to participate in the
expanded operation. The consequence 
was that~participant family welfare
income increased relative to other
 
farmers, which appears to 



have been
accomplished by increasing more the. 
size of the operation rather than by
increasing its efficiency. 

F. Attribution Issue 

Overall, the data supported the 
validity of the comparison of the
participant and non-participant farms. 
A comparison of net income of.
 
participant and non-participant farmers 
in the processing category in the' 
1978/1979 period show differences .,of 

I%. Since the same procedures that 
were used to select participant and 
'non-participant farms in the processing
category were used in the I&S category,
 
we can assume that non-project related
 
income differences in the I&S category

would have been about tile same as the
 
processing group prior to involvement in
 
the project, i.e. approximately a 1%
 
difference. This would that about
mean 

38% 
 of the 39% of the income dif
ferences in the first year and 33% of
 
tie 34% of the differences in the second
 
year of the I&S 
 category were
 
associated with the project.


Social profile data of participant
 

and non-participant. 
 farm households
 
were also employed to exuiinine tle
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attribution issue. It is reasonable to 
assume that if particpant farmsnot Comparable with 

were
non-participant

farm households this would show up
through differences in their social 

-.-characterstics--as .weil-'as 
 --thir

economic performance. Since the basic 
data were given previously in the profile
of the small farmer (Project Background
and History), it will only be mentioned 
here. The health profile showed 
mortality rates to be similar as well as access and ofuse health facilitities 
when comparing participant andnon-participant farms within,
categories. The education profile
showed similar education levels, school 
attendance by children, and familiarity
with both the Spanish and Guarani 
languages. The housing profile showed 
only one distinct difference which wasin the size of homes of participants
relative to non-participants in the I&S 
category. This could be attributable to
several factors. First, the family size 
of the participant group was larger.
Secondly, it is possible that extra
income of the participant grnpip was 
spent on improving their housing
standards. While the amenities of their
houses were not more than non-

participants, the dit ferences in the sizes

of houses of participant farmers 

relative to non-participants did increase 

over the two year period, suggesting 

some association with the project.

Finally, we find the data on the use
of technical assistance, credit, and land 
tenure to he very similar for par-
ticipants and non-participants. All of 
these characteristics would suggest that 
there were probably no significant
differences between participant and 
non-participant households to invalidate 
the use of cross-sectional comparisons, 
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VL CONCLUSIONS 

The analysis would suggest that 
'the Rural Enterprise Project awas

.)uccess in -- terms-, of-, achlieving,.- the. 
_
ooje6fives originally contemplated. An
institutional/financial mechanism was
established which funnelled long term 
credit to agribusiness development in
activities identified as important
relieve production constraints faced 

to 
by

small farmers in Paraguay. Likewise,
where it was possible to trace linkages
between small farmers and participant
agribusiness, we found that the farmers 
did better economically than their
non-participant neighbors. The data 
supported the conclusion that these
income differences were reasonably
attributable to the Rural Enterprise
Project. 

The success of the

institutional/financial mechanism can
be attributed to a ofnumber factors. 
First was the fact that the Central Bank 
and the commercial banks already had
experience in rediscounting procedures
among themselves. Secondly, the

commercial banks could replace less
productive loans which were previously
required by the Central Bank with 
project subloans which were more
profitable for them. They, therefore,
 
had an economic incentive to

participate quite apart from the
 
interest that could be earned directly

project subloans. Thirdly, there 

on
 
was a 

strong loan demand for the project
funds which was in large part due to a 
strong economic surge in the overall 
economy. Finally, an important factor 
appears to been ahave high level of
effort and performance on the part of 
Central Bank and USAID personnel
involved in the project to work out 



problems as tliey arose and to keep theproject on track. 
As with any project, there were

problems and weaknesses. Probably oneof the more obvious ones thewas lackof adequate administration of loan 
applia ti ns and project nonitoring by
the commercial banks. This was seen inthe lack of loanproper appraisal!,'by
commercial banks of subloan appli-
cations as well as inadequate follow-up
after loan funds were disbursed. The manner in which this problem was
worked out raises some questions. To some degree the burden of
administration of loan appraisal wasshifted to consultants and the Central
Bank. While actual data were notavailab!- , it would appear that the
commercial banks found the loan program a profitable one. One cannot
help but ask, ':however, if this wouldhave been the case if the commercial
banks had borne the full costs of proper
loan administration. 

There is, ho' tiever, a morefundamental question which this project
raised in this regard. Did the project
really make adequate provision for 
permanent institution building to happenin the commercial banking sector?
There are fixed costs which acommercial bank must bear in building
its capacity to make toloans clients
with whom it has had little experience
and in activities for which it has few
expertise. The 
 most number of loans any commercial bank made under the 
program was Givenfive. the limitednumber of loans probable under the program for any one commercial bankand the length of time for which fundswould be available under the program, it 
was unreasonable 
 to expect that 
commercial banks to themake corn

mitnent to building their institu.... nicapacity in long-term credit lend~ng\\in
the agribusiness area. It notis clear

"}whether AID bears some responsibility
to see that the program continues. It is.clear, -however,-:that -the-commercial -
banks were justified in being cautious
about making institutional investments
in reliance on a government/USAID
funded program. The private sector in 
most developing country is generally
suspicious of go.rnment subsidized 
programs. Privateifirms including banks 
are well aware .from their ownexperience that investments based on
such programs are ver'y risky because ofthe abrupt manner in which they are
often terminated. Consequently, as AIDturns increasing to support private
sector institution building, it will haveto make long term commitments to such 
programs and accept the fact that ittakes time before private sector
investment will be induced as a 
ccnsequence of them.
 

Another problem 
 which caused
considerable difficulties was the lack of an adequate definition of the social
ci-ite':ia which were to help achieve the
social goals of the project. Anac'ceptable monitoring system with
regards to benefits flowing to smallfarmers was never developed. This was
partly due to the lack of specific social

criteria and also to the inherent
difficulty of monitoring the flow ofbenefits of from agribusinesses to smallfarmers. In some respects this did not 
prove to be a great problem for thisproject, especially with regard tobalancing the interests of small farmerswith those of agribusinesses. Thecriteria did not seem to interfere with
the profitability of the agribusinesses; 
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yet it appeared to have benefited 
substantially participant farmers. lpscan be attributed to both the economic 
conditions of the country and ,itheimpressive diligence shown by (the
personnel of the Central Bank .. USAIDinvolved in ther6jet.--In 

and 
ary 

respects it would appear that fine
tuning the criteria in, actual practice
and keeping subloan activities focused 
on areas in which small farmers were 
constrained was done somewhat
informally by the institutions involved. 
As a general rule, however, it would bepreferable to formally fix requirements 
which limit loan tofunds geographic
locations where small farmers are 
concentrated if new lands are not 
available to them, and/or to the type of
agribusiness activities which intensively
involve activities in which small 
farmers are naturally linked. This was,in fact, what appears to have happened
in this project and proved to be quite
successful 


The institutional/financial 
 analysis
suggested a benefit that should perhaps
be measured more directly and

consciously in subsequent evaluations of

similar projects. 
 It would be important 

to see direct data collected regarding

the type of attitude changes which were

observed in this project. The change in 

attitude of the political and economic

decision makers regarding non-tradi-
tional agribusiness investors and small 
farmers was an unanticipated but 

potentially fundamental 
 benefit of the

project. Its potential impact sound
on 

economic and social development could

he substantial and should be given 
more 

central attention in subsequent

evaluations of this type. 

The economic impact results 
were encouraging to some and
discouraging to others involved in 

tile project. The data presented a
consistent and rational picture whichwould suggest that pvrticipant farmers 
did benefit from the project-
sufficiently to affect the way in which 

.they operated- their. farms-and to enticethem to make long-term changes, such 
as expanding the size of their
operations. Farm size expansion by
participant farmers of the I&S category 
was not based on increasing the amount 
of land they rented either. In fact,between the two /gricultural cycles
they decreased the/average amount ofland they rented, ailthough the average 
amount of land they "possessed"
increased. In addition, we found 
household size of participant farms 
increase, off-farm employment
decrease, area cultivted increase, and
production increase; consistent trends 
with the hypothesis that the participant
farmers were benefiting from their 
linkages with agribusiness borrowers. 

The principal disappointment was 
that che data did not show a greater
difference in -.he :incomes between 
participant and 'non-participant farmers
than found. The differences were
significant, and for several reasons it is
 
probably unrealistic to expect them to

be greater, 
 given the nature of the
linkages between the firms and
 
farmers. First, 
 the nature of the
agribusiness activities tended to spread
benefits over a large group of farm 
households rather than concentrate
 
them 
on a small number. Therefore, the
benefits to oneany farmer will be
somewhat diluted because of this
spread. Secondly, the expansion of farm 
input and farm services by some 
afgribusinesses undoubtedly put pressure 
on their competitors to upgrade their 



own services to non-participant farmers 
in the same geographic areas so that 
non-participant farmers would also 
indirectly benefit from the project.
Also it is possible that there was a 
demonstration effect in which 

.non-participant- -farmers -began -to --be 
influenced by the benefits they saw 
accrue to participant farmers so that 
they too changed the way in which they
carried out their own farm operations. 
These propositions are supported by the 
fact that non- participant farmers 
increased their incomes between the 
two agricultural cycles in the I&S 
category. These reasons would suggest
that the project had an impact over a 
large number of farmers and to a degree 
greater than that indicated by the 
income differences found in the I&S 
category. 

The lack of a relationship betweeen 
the small farmer lists of the 
agribusinesses and farmersthe with 
whom they did business presents 

some problems. This does not mean 
that the agribusinesses in the processing 
and storage categories failed to link 
with small farmers. It is possiole they
linked and benefited farmers who were 
not on their lists. It does, however, 

.....point up-the- praoblemof monitoring the 
linkage requirement without field visits, 
which would be no small expense if done 
on a large scale. 

More importantly, however, the 
economic impact analysis suggest that 
the model pursu'id in the project of 
benefiting small farmers through the 
development of agribusinesses which 
link with them is a viable one. While we 
do not know the profitability of the 
agribusinesses themselves, the unus
ually good repayment record would 
suggest the lack of profitability was not 
a problem. Likewise, the impact 
analysis found that small farmers did in 
fact benefit from the linkages formed 
with agribusinesses. 
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1. INTRODUCTION 

This' evaluation is one of a serieswhich will allow intercountry 
comparisons of projects in the area of' 
rural enterprise and agribusines,
development. Its principal purpose is tc 
contr-bute--to 
with regard to the planning, executior
and impact evaluation of projects whict 
are- focused on small and medium 
agribusiness development. 1 There is 
a wealth of experience in AID in this 
area which should be made avaiidble to 
those AID Missions which ar- turning
with increasing interest to 'he de-
velopment of rural industries and the 
private sector. 

This evaluation was carried out
through the mutual coordination and 
financial support theof Agribusiness
Division of the Office of International 
Cooperation and Development of the 
United States Department of Ag-
riculture, the Office of Agriculture of 
the Development Support Bureau, the 
Policy Planning and Evaluation Division 
of the Office of Development Programs 
of the Bureau for Latin America and the
Caribbean, USAID/Asuncion, all of the 
Agency for International Development,
and the Central Bank of Paraguay. The 
evaluation was carried out by Dr. 
Bryant Smith, with the assistance of Dr. 
Samuel R. Daines in survey design and
the economic impact data analysis. Karl 
Hancock directed the data processing
and statistical analysis. Jaques DeFay
of the Pragma Corporation wrote 
section IV on the institutional analysis
Mention should be made of the superior
level of cooperation and support given
the evaluation team by USAID/Asuncion. 

IL PROJECTBACKGROUND AND 

HISTORY 

The Paraguay Rural Enterprises 
Project (526-0107/T-028) was originally
developed by the USAID/Asuncion 
Mission and Central ofthe Bank 

....- gup ih adAgency-underStandin1975-and 1976. The 
fundamental objective of the project
was to increase the net incomes of 
small farmers in that country through
promoting the development of agro
industrial enterprises in the private
sector. The assumption was that if the 
agribusinesses being funded were in
activities which would alleviate 
bottlenecks which small farmeis faced, 
then such farmers would be indirectly 
benefited. 

In the analysis carried out in the 
project preparation phase, a variety of
constraints faced at both the insti
tutional level and level
farm were
 
identified as creating bottlenecks to
 
agricultural production 
 by small 
farmers. At the farm level, there was a
 
lack of stable and remunerative prices

for labor intensive, high value crops; the
 
lack of processing and marketing
facilities contributing to this situation.
 
Also the technologic-al level of
 
production 
 was low for farmers who
 
gererally lacked to
access machinery
and inputs suited for an intermediate
 
level of mechanization most approprite

for their farm operations. In the areas
 
in which new farms 
were being started,

the so-called "colonies", there was a
 
need fo.' improved marketing and road
 
access in order to 
permit higher levels 
of production for farmers moving into 
these areas. Finally, it was felt that 
there was a need for off-farm job 
opportunities to absorb labor during
slack periods on the farni as well as for 
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rurally based individuals who had few
employment opportunities in 
agricultural production itself, wit'out 
migrating to the urban centers,

Agribusinesses thot were seen as a 
key factor in alleAating these farmlevel constraints were storag ,facilities 
to serve marketing -and d tribution_..
funcions; food processing facilities to 
help stabilize and increas.-j the market
for labor-intensive, highV(mlue crops as 
well as contribute//,/ to off-farm
employment opportunrties; and farm 
input and service firms to help increase 
the technological level of farm 
operations.

At the institutional level, it was 
determined that the principal constraint 
to agribusiness development was the 
lack of the availability of long term 
credit. This was due to a variety of 
factors such as strong liquidity re-quirements, since most of the loanable 
funds of commercial banks are demand 
and sight deposits.

The project was designed to deal 
with these institutional and farm level
constraints through the establishment of 
a loan fund which would provide long
term credit to agribusinesses which 
could meet the special requirements of
the program. The Central Bank of 

Paraguay set up a rediscount mechanism 

which funneled the funds
loan through
commercial banks which then on-lent
funds to agroindustrial 	 enterprises. It 

was hoped that this involvement of the

commercial banks might result in long 
term benefits by interesting them in
participating in loan programs to 
agribusinesses on morea permanent
basis. Thus the establishment of an 
effective rediscount mechanism for 
agroindustrial loans between the
Central Bank and the commercial banks 
was the most important insti-
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tutional objective of the project.

Starting in November 
 of 1977,

subproject loans were made so that by
the middle of 1980, approximately US$
6.5 million had been lent' to 58 
agribusiness firms, with andAID thecommercial banks putting up about 40% 

_eachof-the..loan value-and-the Central
Bank providing the balance. A total of 
15 commercial banks participated in the 
program, making averagean of almost 
four loans per bank. The range of the
size of the loans made by the 
commercial banks to agribusiness firms 
can be seen from the following: 

Loan Amount No. Loans to 

zero to $ 50,000 17
 
$ 50,001 to $ 75,000 4
 
$ 75,001 to $100,000 8
 
$100,000 to $150,000 7

$150,001 to $20,000 	 22
 

58
 

The chart shows thethat lending 
patterns were somewhat lopsided.
There were a large number of loans on 
both the lower range (17 loans under 
$50,000) and on the higher range (22
loans between $150,001 to $200,000).
The averge loan size was almost 
$110,000 and the median loan about
 
$95,000.
 

The loans also tended to be placed
with firms engaged in the type of 
activities contemplated in the project
preparation to overcome identified 
constraints. A total of 15 loans were
firms involved in food storate, silos 
construction and cold storage. This was
consistent with the objective of 
improving marketing opportunities for 
small farmers. Likewise, a variety of
firms were financed which were
engaged in producing inputs to 



farm production or providing services to beneficiaries of their agribusiness
farmers. One firm, for example, was activities. If this average of individual 
involved in the production of beneficiaries were to be representative 
agricultural equipment of a relatively of the average of all of the firms, an
intermediate level of technology. estimated 84,100 persons could 
Another was involved in maintaining potnetially benefit from the overall loan 
roads, in _ the "colonies" .. so. .. that-, program. If ,we .assumedan average
marketing could be carried on more family size of 6.5 (that found in the
efficiently in these relatively new survey of this study), then potentially 
agricultural areas. There were a total 12,900 small farm households could have 
of 19 loans in the area of inputs and benefited from the project. Of course, 
services. The area of processing of such figures submitted by potential
agricultural products had the largest borrowers seeking to meet loan 
number of loans, with a total of 22 requirements of benefitting small 
firms borrowing money under the liarmers must be accepted with some 
program. In addition, there were two reservations, but they do represent a 
additional loans for miscellaneous pur- staring point from which to consider the 
poses. issue. While evaluation resources did

The geographic distribution of the not permit a verification or repudiation
loans to agribusinesses was quite of this data, it is noted that projects
diverse. Loans were made to firms'in which were visited did reach a large 
11 of 16 departments of the country, number of small farms in their areas. In 
and no department had more than 22% fact, many of the activities lent 
of the total loan value. The evaluation themselves to a broad reach--perhaps at 
team visited a number of agribusiness the cost of not concentrating benefits 
borrowers ,iwho were located in rather on a group small enough to be 
small tovns in the middle of significant. 
agricultural areas as well as firms While no direct data is available 
located in the middle of production regarding the size of the participating 
areas removed from any towns. agribusinesses, the data on the 47 

Based on the documentation original borrowers give some 
presented by borrowers of' the first 47 impressions. The firms on the average
loans, it was estimated that these would had 8.3 employees which they 
create approximately 816 new job anticipated would increase to an 
places at the agribusiness estab- average of 25.7 with the new 
lishments themselves at an average investment. If we assume that the 
investment per job place of about average capital costs per job place prior
$12,500. Estimates were also offered to the loan was roughly equivalent to 
by borrowers regarding the breadth of the marginal rate, then the total capital
the potential number of small farmers per firm on the average would be about 
to benefit from their investments. Five $103,750 before the loan and about 
firms estimated that an average of 277 $321,250 after. The firms supplied a 
small farm families would benefit from large portion of the total capital of the 
their investments and 36 borrowers investments that were financed by the 
estimated that an average of 1,450 loan program. On the average the total 
individuals would be direct or indirect loan value to the agribusiness borrow
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er equalled 48% of the total investment 
made. While this percentage tended to 
fluctuate a great deal from firm to 

firm, the pattern was not different for 
.firms obtaining large loans relative to 

those receiving loans for smaller 
am{ounts. In general, it would appear 
tht the avera a ib5inesih ,b6fro'er 
wias a medium sized firm involved in. a 
business of a medium capital intensity, 
seeking investment funds to make a 

substantial expansion of his operation. 

Turning to the small farmers who. 
were meant to benefit from the project, 
the survey data of the evaluation gives 
a fairly detailed profile of them. The 

average small farmer possessed about 
15 hectares of which lie cultivated from 

10 to 11 hectares. About three-fourths 
of them had relatively secure clear 
titles to their farms. When the value of 

farm produce consumed or saved on the 
farm is included with the value of the 
production sold, the average farm 
family had a per capita income of about 
US$ 400 to $450 per year. This 

generally consisted of a household of 6.5 
individuals; so the average income of 
the farm household was approximately 
US$ 2,763. The average farmer was 
literate and had completed the third 
grade of primary education, while 75% 
of his children between the ages of 7 
and 18 years were attending school. A 
little more than half of them went to 

hospitals or health centers when there 
was sickness in the family, but such 
facilities were about 18 kilometers from 

their farms. The type of housing farm 
households had varied with the area of 
the country but 95% of them lacked 

both electricity and running water. 
Farming practices were simple 

but by no means primitive. Although 
90% of the farmers received no 
technical assistance from government 
or private sources, most of them tended 
to used insecticides and fertilizer on 
their principal cash crops. Likewise, 
the average small farm surveyed had 
-one ox, and- four-cows,-although almost 
no farm had a tractor. Also, there was 
a widespread use of credit among small 
farmers with a fourth of them obtaining 
loans from informal sources. 

As the project progressed the 

Central Bank and AID struggled with 
the issue of how to ensure that small 
farmers would actually benefit from the 

agribusiness activities. Procedures 
evolved which required agroindustrial 
borrowers to supply lists of small 
farmers with whom they intended to 

link and then it was required that 50% 
of their raw agricultural inputs be 

obtained from them or other activities 
be carried out with these small 
farmers. Field trips were made to try 
and ascertain whether or not these 

farmers seemed to be benefiting from 
the agribusiness activities, and 
supervisory personnel of the project 
frequently discussed the 'effectiveness 
of this mechanism to effectuate the 
desired linkages. The evaluation of the 
project found that there was widespread 
noncompliance with this requirement, 
but not necessarily because of 

carelessness or bad faith on the part of 
the agribusinesses. The agribusiness 
firms themselves had no way of 

compelling small farmers to do business 
with them, even when such farmers 
might have previously expressed their 
willingness when approached by the 
firms in the preparation of loan 
applications and small farmer lists. In 
one case one of the agribusinesses had 



technical problems and had to shut down
its operation during the second
agricultural cycle. This overall non-
compliance, however, was maketo ver-
ification of small farmer benefits from 
the project extremely difficult. 

. L EVALUATION OBJECTIVES 

An evaluation must focus on
specific objectives which are consistent 
with the principal goals of the project
and within the resources available for 
the review. If financial resources for
project evaluation were unlimited a 
wide range of interesting and important
issues could-. be examined and 
unexpected benefits from project
activities could be given more central 
consideration. Given the scarcity of 
evaluation resources, however, this 
evaluation, proceeded on the somewhat
unsatisfying but necessary requirement 
that the most fundamental objectives ofthe project determine the design and 
focus of the evaluation, 

The evaluation focused on two 
major goals of the project. The first 
was to examine the institutional goal of 
establishing a financial mechanism 
which would effectively channel long
term credit to agribusiness
development. This section of the 
evaluatin report examines the
institutional/financial problems and 
practices which evolved over the life ofthe project, the manner in which 
problems were resolved, and the 
likelihood that the project helpedestablish a permanent or long 'term 
interest on the part of financial 
institutions of Paraguay in financing
agribusiness investments, 

The second section of the 
evaluation focuses on the economic 
impact of the project on the small
farmer, the principal beneficiary 

intended by the projcct. It seeks to 
measure the increase of incomes
small farmers which, _,an be reasonable

to 

attributed to linkages forged with
agribusiness borrowers. 

Basic to this evaluation, as well as 
.any evaluation, is-the need to-determine 
the degree to which project problems 
are attributive to flaws in the
conceptual design of the project
relative to inadequte implementation. 
Most projects which have serious
problems probably suffer more from the 
lack of adequate attention to the "nuts 
and bolts" problems of implementation 
with its day-to-day- follow-through
requirements, rather than from 
unrealistic project design. This e
valuation tries to keep these two 
problems separate thein analysis as 
well as in the recommendations. 

IV. INSTITUTIONAL EVALUATION 

The purpose of this section is to
evaluate the influence of credit, 
institutional arrangements, and imple
mentation had theon Paraguay Rural 
Enterprise Project. We shall approach 
that subject by addressing certain 
specific issues first, leaving until the
 
end of the section the task of
 
summarizing the relevance of these
 
issues to the main purpose of the
institutional evaluation. 

A. Credit Facilities and
 
Mechanisms
 

There are a number of institutional 
problems encountered in creating new 
credit facilities. A wide variety of 
credit mechanisms could be 
implemented such as a rediscount fund,
branch bank lending, or ICT 
arrangements. Jt is, of course, beyond
the scope of this Ovjqbintinn t, 
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analyze which of those alternative 
would have been best in the Paraguay
Rural Enterprise Project. "What if" 
questions can begenerally adequately
answered only after considerable 
comparative analysis of similar projects
utilizing different mechanisms, 

-- Thereforei-- our present,--evaluation -will' 
focus on the credit facilities utilized in 
the project itself. 

The Rural Enterprise Project used 
the rediscount mechanism to channel 
funds from the Central Bank of 
Paraguay, through the commercial 
banks to agribusiness entrepreneurs. 
The $2.5 million AID loan along with 
$850.000 of Central Bank counterpart
funds, formed a rediscount fund in the 
Central Bank. Commercial banks were 
allowed to rediscount 60% of the loans 
made to agribusiness entrepreneurs. 

The principal institutions involved
in the project were USAID/Paraguay, 
the Central Bank, and a number of
commercial banks., 

The institutional problems en-
countered during project execution all 
related to two major activities: 
subproject selection and project

evaluation. The ofaspects subproject
selection that were particularly
controversial were: the kinds of 

decisions that needed to be made, the

institutions or the people responsible for 

the decisions, and the criteria that 

should guide these decisions. 


At the beginning of project

implementation, 
 it was not clear what 

kinds of decisions each institution would 

have to 
 make during project
implementation. There were at least 
two important decisions: (I) Was the
subproject presented by the agribusiness 
entrepreneur financially, institutionally, 
and technically viable, and (2) Would the 
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subproject have the desired impact on 
the small farmers? 

The Central Bank and the 
commerical banks appeared at first to 
lump these two decisions together and 
assume that if the subproject passed the 
first test and was in the area of 
agiibusi-eis' it wuld tehd'1 have th e 
desired impact on small farmers. 

The first decision was one all banks 
must address when considering a loan 
application. It is essentially a com
mercial bank decision. The second 
decision was required only because of 
AID's objectives to benefit the small 
farmers. The difference between the 
two decisions was not always clear 
among Central Bank and commercial 
bank officials. These people came from 
a very different background, had
different objectives, and faced different 
constraints than AID officials. When
the AID Mission stated wantedit to 
relieve some of the constraints facing
small farmers, most of the people in 
these organizations, who hardlywere 
aware of the existence of small farmers 
did not at first fully understand the 
exact meaning of this objective.
Therefore, not fully appreciating AID's 
motives, the two institutions were at
 
first quite reluctant to adopt the
 
necessary 
 steps to ensure that the

project's objectives would be reached.
 
Initially, for example, Special
 
Development Fund officials in the 
Central Bank were slow to hire an 
evaluation specialist to review loan 
applications to assure that each 
subproject would benefit small farmers. 

The commercial banks had to 
decide whether the subprojects were
"bankable". Unfortunately, at the 
beginning of the project, the banks 
continued to apply the type of analysis 



required for short term commercial 
loans rather than allocate the time and 
money that is necessary to carry out an 
adequate appraisal of applications for
long-term loans. As a result, the 
analysis they performed on subloans was 
often inadequate. The banks relied on
good guaranty coverage and not onthe,

i f fie Thish --subprojects.

problem, among others, caused 
 the 
Central Bank to become much more 
interested in performing the analysis
itself, and, thus, it began to ask 
applicants for considerably more in-
formation than was necessary to fulfill 
the commercial banks' own functions, 

According to the project agree-
ment, the Central Bank was allowed to 
approve or reject loans of less than 
$200,000, although AID reserved the
right to object within two weeks. In 
order to hasten the process of loan 
approval, however, wasit informally
agreed that the commercial banks would 
decide whether or not a subproject was 
financially, institutionally, and 
technically viable;, whereas, the Central 
Bank would only check the subproject's
potential for helping the small farmer, 

This plan did not work very well, as 

a number of problems arose, principally

because of the very rapid 
rate at which 

loan funds were being committed. AID 

became increasingly worried that the 

Central Bank not
was sufficiently 
careful in assessing the loan's potential
impact on the small farmer. AID's 
concern increased when it was 
discovered that a number of the 
subprojects approved were located in 
regions which did not have large
numbers of small farmers. In addition,
while conducting some field visits, AID 
officials discovered one or two cases 
where the impact of the subl5roject on 
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small farmers was at best unclear. As a
result, near the end of 1978, AID 
officials decided to approve all loans 
directly in a committee consisting of
representatives from AID, Central 
Bank, commercial banks, and 
consultants. 

-Ifany.thing,.thenitiative,taken-by-.
AID to app ove all loans in a committee 
should have.icome sooner. In the future,
if such programs are to be developed in 
other countries with limited experience
with rediscounting programs designed to 

, help small farmers, it is suggested that 
, the first few loans be approved by such 

committees involving all institutions
 
engaged in the project. This forum is a
 
good place to establish personal
 
contacts among the people working 
 in
 
the operation of the project, which are

crucial to the success of such projects.
 

The Central Bank was not content
 
to let the commerical banks assume 
the
 
entire responsibility for the analysis of
 
financial, institutional, and technical
 
viability of the operations. The Bank
 
reasoned correctly that, although the
 
commercial banks assumed 
 the risk of 
foreclosure on each operation, the
 
Central Bank had the fiial responsibility

for the project. In fact, the Rural 
Enterprise Project was an initiative of
 
the Central Bank and the Bank had
 
invested its reputation in the possible
 
success or failure of the project.
 

The criteria for selecting

subprojects were confusing, and too 
general. Subprojects could be selected
 
if they met one or 
more of the following

criteria: (a) the proposed subproject

contributed to the welfare 
of the small
 
farmer, (b) the proposed subproject

eliminated a bottleneck to the 
development of agribusinesses of 



the type which would benefit small 
farmers, and (c) the proposed subproject
created a substantial amount of direct 
em- ployment resulting in a new source 
of income for Paraguayan workers. 
These categories were so broad as to 
include practically every possible
subproject- that could _be-, presented. n..
addition, the definition of a s§mall 
farmer was not initially clear. Finally
it was agreed after several months that 
a poor farmer in the Central Zone was 
one who had less than 20 hectares, 
whereas a small farmer in the Colonies
Zone was one who had less than 20 
hectares under cultivation. Even then,
however, there remained considerable 
room for judgment. 

The matter of criteria deserves 
more attention. It is crucial for AID 
because it is how AID encourages the 
selection of projects which presumably
will impact favorably on the small 
farmers. It is also a source of 
considerable disagreement because it is 
one of the most innovative aspects of
the Rural Enterprise project. Based on 
the Paraguayan experience wouldwe 
suggest that in the future AID use a 

different set of criteria which is per-

haps less sector oriented and perhaps 

more geographically oriented, 

One of the first things that could

be done to improve the criteria is to use 

them as 
a means to exclude projects 

from the rediscount program rather 

than 
 as a means to find desirable 
projects. In other words the criteria
should list activities which are 
undesirable rather than the other way
around. In practice, the activities 
which must be excluded are much fewer 
and much more specific, 

Secondly, even thewhere criteria 
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make sense logically one must consider 
whether: they can be enforced. The
criteria proposed, for example, that the 
financial institutions involved select 
projects which benefited small farmers. 
As a result prospective agribusinesses 
were asked to provide a list of potential 

-
loan. These lists proved to be of very 
little value. The case of a thatfirm 
produces agricultural equipment and 
tools is illustrative of the inherent 
weakness of this requirement. The firm 
that produces agricultural equipment
and tools is illustrative. The firm 
provides a list of his future customers,
presumably small farmers] he has no 
choice since AID asks for the list and
make it a condition of the loan. In fact 
there is no assurance that these people
in the list will end up pruchasing
anything from this firm. They will 
make their purchasing decision only
when the firm starts production and 
they will do so comparing prices and 
quality with other suppliers of these
tools. The producer on the other hand 
must sell to whoever wants to purchh:.,
his goods. After all he is in business to 
make money and not necessarily to help
small farmers. For him, helping a small 
farmer is a very incidental consequence 
of his activities. 

The same weakness can be seen in

the case of a silo operation. The small
 
farmers in the area will sell 
 their 
products to the silo only if they receive 
a good price. On the other hand the silo 
owner will look for business wherever he 
can get it. If tle small farmer decides 
not to grow the type of product the silo 
owner was planning to store, because of
world demand considerations, the silo 
owner has to find other clients. 



This cases illustrate the difficulty
of administering tile oftypes criteria 
used in the Rural Enterprise project.
On the theoretical side, such criteria 
can circumvent the price mechanisms as 
a tool for resource allocation. It is not 
at all clear how government officials 
will end up making better choices than-the -imarket f oreeSh-swever, it-rt ed 
such forces may be. 

Finally, if one wants to help small 
farmers and knows where they are
located, perhaps the use of funds should 
be limited to those areas where small 
farmers are concentrated. This ap-
proach would itshave advantages,
although there would bealso some 
negative trade-offs. This criterion
would encourage the small farmer to 
remain in these areas, although the best 
way to increase the small farmer's
income might be to have him tomove 

another 
 richer region of the country.
Also it might be difficult to limit the 
activities of the enterprises financed 
under this scheme to the areas targeted. 

Project evaulation although closely
related to project analysis, made 
entirely different demands theon 
institutions. AID repeatedly asked the 
Central Bank to appoint a project
evaluator and the Central Bank delayed
the appointment. Of course neither 
institution knew tohow evaluate this 

project. As matter of fact,
a it is still 

not clear how to evaluate some aspects

of this type of rediscount project. The 

evaluation plan proposed in Annex I of
the loan agreement was primarily a list 
of desirable end-products, without a 
clear explanation as to how they should 
be obtained. In general, this kind of 
evaluation activity should not be 
assigned solely to.the institution that is 
in charge of implementing the project., 
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The institution tends to be staffed with
people who are more oriented towards 
project implementation and usually have 
little interest in the type of analysisi
that is required in project evaluation. 
Likewise, the implementing institution 
is clearly interested in having the 

-project look good .andmaynotbe-.
unbiased. The implementing institution 
is however, in a good position to install 
an information gathering system and 
should be asked to do so, although first
AID and the sponsoring institution 
should jointly design a plan. In practice, 
an evaluation plan for this type of 
rediscount project bemay very costly
and difficult to design, so lower cost 
second or third best indicators might
have to be relied upon which are 
relatively more crude measurements of 
success. 

Although the institutions had 
difficulty agreeing the goalson of the 
project, they had surprisingly few 
problems implementing the basic 
procedures of loan rediscounting. In 
fact, although the project funds were to
be disbursed over a three year period,

38% of the funds were disbursed during

the first six months. In part, this
 
success can be explained because the
 
idea of Central Bank discounting was
 
not totally foreign to the Central Bank
 
and the commercial banks. In fact,

before the project, the Central Bank
 
permitted the commercial banks to
 
rediscount up to 20% 
 of their loans. It 
used this policy basically as a tool for
controlling the money supply available 
through the banking system. AID's 
objective was to generalize the use of 
the rediscounting mechanism as a tool 
to finance agribusiness projects which 
would impact favorably on the small 
farmer. This was a radical de



parturefron the kind of rediscounting 
to which the Central Bank and the 
commercial banks were accustomed, 
and as new idea had to be sold. The
Central Bank took the lead in this 
respect and did a very commendable job.

Although the Bank deserved much 
of the credit for the project's success in 
making loans, the project designers 
must' als -o-_le-6ihdd fh '-fa5vi n 
chosen the Central Bank as the main 
focus of the project instead of some 
other credit organization. 

Surprisingly, these mechanical 
aspects of the project appear to have 
caused much concern during the project 
design phase, whereas few people 
imagined it would be difficult to reach 
agreement on the goals of the project.
To AID's credit, the project was always 
viewed as a learning experience, and 
apparently anticipated that first phase
would be followed by a second phase 
involving additional funding. When the 
Mission realized that the goals of the 
project were not being properly 
understood by the other two insti-
tutions, it required that all projects be 
approved directly by a committee. This 
exercise proved to be a very useful 
learning experience since all parties
involved had the opportunity to clarify
doubts they had about the project and 
see for themselves that AID was in fact 
serious about helping the small farmers, 

13. Technical Assistance to Lending

Institutions 


'lhe extent and type of technical 
assistance required by lending insti-
tutions in setting up and undertaking 
programs in small enterprises was 
almost non-existent because small 
enterprises were not generally 

borrowers from those institutions under 
the. projec t. Thlie Paraguay Rural, 
Enterprise Project was inot directed to 
small enterprises; nor was there any
limitation on the size of agribusinesses 
that could participate in the program.
As a result,; the banks had little 
difficulty dealing with these enterprises.

The need -for. - e assi.stance-ite terra 
-- among the commercial banks arose 

because they were being asked to 
provide long-term credit tc agribusiness
instead of the short-term commercial 
loans with which they were familiar. 
The management of long-term credit 
required the commercial banks to install 
much more elaborate credit approval 
and credit follow up mechanisms. 

The commercial banks traditionally
offered short-term credit to their 
preferred customers with relatively 
little formal analysis, relying on the 
character of the individual and 
collateral offered. In fact, in Paraguay, 
many banks did not even require a 
complete description of the purpose of 
the loan. Once the short-term loan was 
approved, the bank traditionally did not 
conduct any follow up of the transaction. 

The long-term credit offered under
 
the Rural Enterprise Project differed
 
significantly from the short-term credit
 
offered by the banks. The Rural
 
Enterprise credits tended to attract
 
clients who were not the traditional 
clients of the commercial banks. In 
addition, since the credit repayments
extended over several years, the banks 
had to become much more concerned 
about the enterprises' capacity to 
remain viable, and the quality of their 
management, in addition to the general 
purpose of the loan and the financial 
viability of the project. The financial 
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strength of borrowers mcasured interms of the size and quality of thecollateral offered became only one 
aspect of project analysis. These new 
concerns meant that loan approval
became. a.-much- more- deia-diiig_
activity, and most commercial ban.k' in
Paraguay were not organizA- to
undertake this type of analy i. :' To 
begin with, they notdid have thepersonnel required, such as financial 
analysts expert in cash flow analysis and
agroindustrial engineers able to judge
the technical soundness of a project. Inaddition, the volume of business 
expected from a rediscount system did 
not usually justify the hiring of new
professionals to work exclusively
long-term credit. 

on 
As a result, the banks 

merely assigned one professional parttime to long-term credits and 
contracted consultan'its to undertake 
most of the technicl and financial 
analysis. One bank, as a result of its
positive experience with the Rural
Enterprise Project and because of itstraditional emphasis on the agribusiness
sector, has since hired several financial 
analysts and agroindustrial engineers to
streithen its long-term credit de-

pertment. The banks which had no
interest in opening a secial sectionfor 
long-term credit continued to rely

primarily on consultants, of whom they

have had no trouble finding qualified

individuals. 


fle banks had much more 
difficulty
using con.;ultants to ensure follow up ')f

the loans. Follow up 
can be costly sinco 
it may extend over a number of years.In addition, consultants who prepare
feasibility studies, In'lnncial cash flowsor technical evalu.tions may not be
inclined to carry out loan follow up and 

may not beeven qualified to do so.iBank staff showed great reluctance tovisit project sites because of the 
hardships involved (poor roads) and
because of their natural preference-to
r..emiiin Asuncion behind theP1 desks. 
On occasion, also the per diem outside 
of Asuncion was not a sufficient 
incentive. In fact, most banks were 
quite content haveto Central Bankemployees carry out the loan follow up.
The type of follow up carried out by
personnel from the Central Bank,
however, was primarily related to
small farmers criteria, 

the 
so normal 

commercial bank monitoring was not
carried out on any substantial scale. 

In conclusion, loan follow up is still a problem. In general, the banks are
still not inclined to incur the additional 
costs associated with follow up since 
the volume of business does not justify
the extra cost. AID's decision to 
discontinue its financial support of the 
project after the first installment
 
proved them right. If the project had
continued at the same pace for several 
more years, many banks would have
undoubtedly decided to install a special
long-term credit section with full-time 
staff able to undertake pru iect analysis
and follow up. In the future, these
banks will be more reluctant to increase
their financial commitment in a similar 
project not knowing whether AID might
withdraw its support of the project
again, before adequate institution 
building has had sufficient tihnn to take 
place. 

C. Iromotioral Activities 

The level of promotional activity
 
necessary for 
 credit institutions to
 
attract sub-borrowers 
 was perhaps
somewhat unusual for an All) pro
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ject. The Central Rank and the com--
mercial banks did not engage in much
promotion aside from press releases and 
informal meetings arranged at the 
beginning of the project. The projectf-,.funds-- were- used -so--rapidly- -that--no7 
promotion was needed among the target 
group sub-borrowers. On numerousoccasions the Mission objected to the
lack of promotion in the countryside, in
regions where most of :ae small farmers 
were located. Although such promotion
might have been desirable if the project
had received additional financial 
support, it was uncalled for then 
because it would have raised ex-
pectations far beyond what was possible 
with the funds available. Therefore, theCentral Bank's decision to not carry
additional promotion 

out 
was correct, 

The kind of promotional activity
appropriate in projecta of this sort
depends to a great degree on the
selection criteria for sub-borrowers. 
Since the selection criteria were very
loose there was very little promotion
required. At the same time, however, it 
was necessaryto take into account how
the private scctor was going to react to 
the soci']. citeria of the project--not
necessarihj an easy thing to gague. It 
would have been pointless, for example,
to devise criteria so demanding that 
only a few firms would have been
interested in participating in the 
program. In fact, the selection criteria 
devised were made very loose, in lightof the poor experience in a similar 
project in Uruguay. In any project of
this sort it will be necessary to monitor 
social criteria very closely at the 
beginning, in order to be able to adjustthem quickly in response to the private
sector's reactions. Likewise, such
projects must be designed in such a 

way that all parties realize beforehnnd 
that such modifications are likely and
that mechanisms exist to implement the 
changes necessary in the project design. 

D. Lending Institutions' Loan Ie'view 
Requirements 

An assessment of lending
institutions' requirements for infor
mation on sub-borrowers such as 
personal data and feasibility studies
raises the following issues: 

(a) Do the requirements allow a
thorough review theof loan purposes 
and make a satisfactory judgment about
the feasibility of the enterprise to be 
financed? 

(b) Do the requirements place too 
great a burden on potential sub
borrowers?, and 

(c) Do the requirements inhibit 
target group members from borrowing?

From the thestart, project
designers were very aware of the 
dangers that a rediscounting system
presented in terms of cumbersome 
procedures for project approval.
Normally when an entrepreneur sought
credit from a commercial bank, he only
had to satisfy that particular bank. In 
the case of this redisc unt system, theentrepreneur had to satisfy the
 
requirements of the commercial bank,

the Central Bank, and AiD. 
 As a result,

the process could have 
 taken triple the
 
amount of time.
 

To hasten the process, of) project

approval, AID allowed the Central Bnnk
 
to approve loans for less than $200,000,
reserving for itself the right to object 
within two weeks. 

In addition, the project placed the 
responsibility for project analysis on
commercial banks, since they 

the 
were the 



ones assuming the risks of the opera-
tion. According to this scheme, tile 
Central Bank's role was to make sure 
that all subprojects adhered to the 
special criteria of contributing to the,
small farmer's. welfare. In. theory- this 
system was reasonable. In practice, the 
following occurred. 

The commercial banks, since they 
were unaccustomed to the type of
analysis required for long-term credit 
approval, did not carry out a complete
project analyses, involving a cash flow 
analysis and a technical review. They 
were content to protect themselves 
with large collateral requirements,

Although the commercial banks, in 
principle, assumed the risk for default,
in fact the Central Bank could not avoid 
sharing some of the risks of theoperation. The Rural Enterprise Project 
was a Central Bank initiative and the 
final responsibility for project success 
belonged to Centralthe Bank. The 
Bank, therefore, felt complelled to 
analyze the loan applications in some 

,detail and it directly or indirectly asked 
for more information than was provided
in the regular loan application form. 


In addition, because Paraguay 
 is a 
country where political allegiance, 
family ties, and friendships traditionally
play an important role in every aspect

of life, tile Central Bank could not 

assign to the commercial banks 

complete responsibility for project

approval 
 In fact, the normal procedure

for loan application was to obtain 
 the 

"no-objection" 
 of the Central Bank
informally before any documents 
presented 

were 
to the banks. After the first 

few months, tile loan application system
adopted appeared to provide enough
information to allow thorougha review 
of some aspects of the 
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application. At the same time,
sub-borrowers did not feel overburdened 
by the information requirements. 
Difficulties arose not because of the 
demand for information, but because of 

-.:the analysis-required-inorder:tbapprove
t'iie loans. To determine whether the 
infomation presented in the loan 
application was sufficient or adequate 
to reach a correct decision, one would
have to verify its veracity by 
conducting a field trip. No field trips 
were taken for that purpose, however,
until more than half of the project funds 
had been committed. Near the end of 
the first year, AID assumed a more
active part in the verification process, 
conducting various field trips and
enforcing more strictly the selection 
criteria. 

Neither AID nor the Central Bank,
however, was happy with the application

form. This form, included as an annex
 
to this report, was divided into four
 
sections. The section withfirst dealt 

the location of the subproject, the
 
second section included financial data,

the third section was a brief description

of tile project and fourth section listed
 
the potential benefits 
 to the small 
farmer. The Central Bank objected to
 
the form because it felt the form did
 
not contain enough information. Later
 
on AID also objected to the form
 
because it 
was not possible to determine 
from the form alone, the real impact of
 
the projects on the small 
 farmer. In 
addition, Aid awanted verification of 
the information on the form by visits tothe project site. 

Since tile Central Bank felt 
compelled to review all aspects of the 
subproject, including aspects that 
presumably were the responsibility of 
the commercial banks such as finan



cial and technical viability, it might
have been tobest design a generalapplication form which would have
included all the information required bythe commercial banks, the Central Bank
and AID. Then aonly copy Lof that 
doe iuent would need to be sent to the
Central Bank. Of course this procedurewould have increased the risk of a long
and costly approval process. 

E. Sub-Borrower Assistance Needs 

The business enterprises seekingloans under this project were smallnot 
firms. They had little difficulty
providing the banks with the
information which was requested fromthe lending institutions. There were, in
fact consulting firms which couldprovide services and assistance 
sub-borrowers needed to qualify forsubloans, such as the preparation of
feasibility studies and the filling out ofloan applications and financial pro-
jections. Consequently, there neverdeveloped a pressing need for lending
institutions to provide such services
themselves in order to maintain anactive portfolio. 


Technical 
 assistance to sub-borrowers under the project was also 

very limited from outside 
sources. This was in part due to the fact that thesub-borrowers were generally firms with 
some experience in the activity in which
they were investing, although there were some exceptions to this. It is
doubtful, in practice, that the lending
institutions or outside sources wouldhave been better able to identify
technical assistance sources in process
technology than the sub-borrowers 
themselves. 

F. Interest Rate Structure 

An analysis of the impact of theinterest rate structure of the financing
arrangements raises several important

-issues for-this typeof -project.- Did the
interest rates allowed fully cover the
lending costs of the participatinginstitutions, including the Central
Bank? Did the lending institutions find 
themselves with a significant portion oftheir loans in default? And, finally, did 
the credit institutions experience
serious decapitalization?

At the beginniprg of the Rural
Enterprise Project, the commercial

banks were allowed to charge 10%


'interest plus 3%
a commission per yearequivalent to 13% payable in advance 
every six months. In early 1980, thetotal permissable rate was increased to 
14.5%. 

Regarding the cost of the project
to the Central Bank, this institution hadtwo funds from which to make 
rediscounts: (1) US$ 2.5 million loanfrom the US government which cost 2% 
per year for the first 10 years and 3%
for the following 30 years; (2) $500,000 
w hi ch was the Central Bank's
contribution to the Rural EnterpriseProject, which bore no financial cost,

other than an opportunity cost.
 

The Central Bank lent to the
commercial 
 banks at 5% payable in

advance. Therefore it was left with 
at
least a 3% rate on AID funds and a 5%rate on its own money. In the last 30
 
years of the program the differential on
 
AID funds will be 
 2%. In fact thesedifferentials weie slightly higher since 
the Bank collected the interest
advance. In practice 

in 
the Central Bank

received approximately $1 00,000 a year
in interest income, the difference 
betveen the interest paid to AID 



and the interest received from the 
commercial banks. This differential 
was more than enough to cover the
administrative costs theof project. In
1978 for example, these administrative 
costs were less than US$ 55,000. These 
costs .h weyer .,..w ere paid from the 
$350,000 allocation that the CentralBank had pledged for administrative 
cost at the beginning of the project. As 
a result the $100,000 were kept as 
retained earnings. 

The commercial banks received a
differential of at least 8% 60%on of 
each loan made to the entrepreneurs
since they were only allowed to 
rediscount 60% of each loan and charge
13% to tile entrepreneurs. The cost ofthe remaining 40% of each loan 
oscillated between 14% and 16% which 
meant that the banks lost money on that 
portion of the loan. On the whole,
however, the differential obtained from 
the loan operations seem to have been 
sufficient to cover their cost. Since thecommercial banks accounting system
did not segregate costs according to 
types of loan, it is not possible to 
ascertain exactly the administrative 
costs of the project. Bank managers
believed, however, that these ad-
ministrative costs were small and that
the differential was more than adequate
to cover them. This in part was due to 

the fact that there was relatively little 

administration 
 of the loans being
carried out by the banks so costs were 
relatively low. Since then, the
commercial banks have accepted a
lower 5% effective differential in a
World Bank project. 

As of now there are no loans in
default and no serious threat of 
decapitalization. Since there is free 
convertibility between the dollar and
the guarani there is no clause 
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obliging sub-borrowers to repay ,the
loans in dollars. 

G. Influence of Credit and 
Institutional Arrangements on the
Impact of Ruralthe Enterprise 
Project . 

Let us now return to the main 
purpose of this section which is to
evaluate the influence that credit and 
institutional arrangements and
implementation had on the Paraguay
Rural Enterprise Project beneficiaries."" 

The project's funds were '11ully
disbursed by mid-1979, in half the time 
originally planned. The strong demand 
for these funds was due in part to the very favorable economic conditions 
which existed in Paraguay durir.g this
period. Because of an extremely large
construction project, the Itaipu dam, agreat deal of money came into the 
country from Brazil, a co-partner in the 
project. 

Another reason which explains the 
project's success in theusing funds
allocated to it is the strong incentive 
provided to the commercial banks. In 
Paraguay, the commercial banks were 
required to maintain 45% of their
portfolios in productive loans. These

loans, however, were not as attractive
 
as regular commercial loans because 
 of
 
the lower interest rates which could be
 
charged and the additional admnirds
trative costs involved. Prior to the

Rural Enterprise Project, the banks

could rediscount only 20% of their loans
 
to the Central Bank. the
With Rural
Enterprise Project, banks were able to 
rediscount 60% of their loans and, more
importantly were able to use sulch 
rediscounts to theirmeet portfolio
requirements. In addition, the interest
differential on the loans was large 
enough to make this operation 



attractive. So the rapidity with which
funds were disbursed can definitely betraced to the particular credit and
institutional arrangements which wereused in the Rural Enterprises Project.

Next, let us examine how.. these ...-
particular institutional arrangements
influenced the project's impact on smallfarmers. The project's economic impact
on small farmers is addressed in greater
detail in the next section of the study
which makes use of comparisonsbetween selected fartners, before and
after the project, in an attempt to 
establish whether their net incomesincreased as a result of their
participation in the project. While the
results of such comparisons are useful inassessing the impact of the project on
small farmers, it is also important totake into account institutional changes,
changes in the farmers' way of thinking,

and changes in society's way of thinking

about the small farmer, 


An indirect way of evaluating the 

probable impact of the project 
on smallfarmers, in addition to the economic 

impact data analysis, is to analyze 
 theconstraints the small farmer faced 

before the project and the 
 project'ssuccess in focusing on some of those
constraints. If the project has, in fact,

relieved some 
of the constraints facing

the small 
 farmer, it is reasonable toexpect that the farmer's capacity toincrease his wealth has increased and

will be manifest in the long run. 


What were the constraints faced bysmall farmers before the project?
According to the project paper, theseconstraints could be classified into two 
cate ories. 

1) Those related to the 
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basic resources of the country, such asthe amount and quality of land. 
(2) Those of a more specific

(a) The lack of more
productive tecnologies embo
died - in--such- inputs 'as, small. 
tillage machines, grain driers, 
silos, and trailers. 
(b) Unattractive prices for the
farmer's goods aas result of 
the lack of storage and 
processing facilities. 
The Rural Enterprises Project 

was designed to relieve constraints.2 (a)
and 2(b). 

All of the 58 subprojects financed
under the Rural Enterprise Project
either produced an input or service thatcould be used by a small farmer or
purchased an outputs that could beproduced by a small.farmer. In fact,the kinds of crops ,serviced by the
subprojects tended to be those which 
are grown by small farmers, such as 
sugar cane, coconut, cotton, peanuts,
and mint. 

We cannot know for sure, on the
 
basis of the data available, how much
these subprojects actually helped the

small farmer relative! to the 
 largefarmer. It is worth noting, however,

that a large portion (43%) of the

subprojects were 
 located in the two

departments which have 
 the highest
concentration of small farmers-Central
 
and Cordillera. Therefore, it 
 is
reasonable to assume that most of these 
subprojects had some impact on thesmall farmers. This conclusion is
corroborated by the results of variousfield trips organized by people in the 
AID Mission during 1978 and 1979.2 

In conclusion, the Rural Enterprise
Project appear to have reduced somethe constraints identified durinff 

of 
the 



project preparation phase. It can be as-
sumed, then, that in the future the 
small farmer's ability to increase his 
wealth will be greater as a result of the 
project. 

What were the specific con-
-sequences of the institutional 

arrangement established in the project? 
The above improvement could have been 
obtained in any number of ways, such as 
by promotion direct investment in 
agribusiness sectors by offering certain 
tax benefits or by having the 
government invest directly in many of 
these projects. The results would likely 
have been the same; that is, a one-time 
reduction of a constraint facing the 
small farmer. 

The institutional arrangement 
developed by the project brough an 

additional benefit to the small farmer. 
It provided a mechanism by which 
additional investments could be 
channelled in the future towards 
alleviating the same constraints facing 
the small farmer or other new ones 
which nay arise. The establishment of 
such a mechanism was, in our view, a 
major achievement of the Rural 
Enterprise Project. The permanence of 
this achievement has been clouded, 
however, by a dispute between the 
Central Ba'nk and USAID. Central Bank 
personnel maintain that they were led 
to udnerstand that USAID would provide 
a follow-on loan after the original fund 
was exhausted, and they proceeded on 
that assumption. USAID has taken the 
position that Paraguay has an abundance 
of foreign exchange and is experiencing 
substantial economic growth, so that a 
follow-on loan is not justified and the 
Central Bank should fund the 
continuation of the program alone. 
Based on interviews with all the parties 
concerned, it is not clear whether the 

Central Bank misunderstood USAID's 
plans or whether USAID changed its 
mind. The result ias been a continuing 
insistence by the Central Bank that 
USAID participate in a second loan to 
fund the program, and USAID's 
insistence that the-CentralBank take
the program over entirely on its own. 
The impasse has jeopardized the 
continuation of an institutional! 
financial mechanism which has 
generated considerable interest on the 
part of commercial banks in the country. 

Although quantitative data was not 
collected, interviews with interested 
parties in the project left the 
impression that the project did 
effectuate a number of attitudinal 
changes. The project seemed to have 
heightened the awareness of 
decision-makers in the capitol city, who 
have historically dominated the country, 
that small farmers are people who are 
capable of making a positive 
contribution to the economic growth of 
the country. Bankers became more 
aware of the potential benefits.i to 
them'Selves of participating in long term 
lendiig to agribusiness development 
with clients, many of whom were not 
their traditional customers. Most 
importantly, entreprenri:irs who were 
not necessarily part of the social and 
business elites of the country saw that 
with proper organization and 
preparation they could become 
significant participants in their society. 
In our opinion this type of awareness, 
along with the creation of the related 
institutional mechanism, are the root of 
the real progrzss effectuated by this 
project, not only for the small farmer 
but for the whole society. 
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V. ECONOMIC IMPACT EVALUATION 

A. MunderA.He thodolY 

Becauseof. the limitation of funds
and the cost of field surveys, the
economic impact evaluation focusedsomewhat narrowly on information 
relative to the impact of the project on 
the net incomes of small farmers,

To follow the issues which aretreated in this section it is important to
have more than a cursory understaning
of the methodology which
contemplated was 

for the evaluation. 
design of the methodology 

The 
was topermit the testing of several questions

that are frequently raised about the use
of statistical comparisons and the flowof benefits. 


The methodology 
of the economic
impact analysis was based on comparing
small farmers who were linked withagroindustrial borrowers with those who 
were not, to, see if there arose anyincome differences which could be
reasonably attributed to the project.For convenience those farmers who 
were to link with agribusinesses arereferred to as "participant" farmers,
and those farmers not linked with
project borrowers are referred to as 
inon-participant" farm ers.The lists which agribusiness

borrowers submitted to the Central

Bank which listed small farmers who 

were to link with them 
were used as thebasis for a list frame random sa'mple
selection of the participant borrowers,
This allowed a random verification ofthe degree to which the whole listrequirement mechanism was function-

ing. Criteria were established in theselection of non-participant farmers 
based on their size, production pattern, 
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distanceparticipantfrom major roads relative tofarmers, and their 
relationship to agribusiness borrowers 

the loan program.The evaluation ,provided for the 
collection of basie data frompartiipantdf-h both:pj i- farmers 
at the end of two agricultural cycles
(July/August of 1979 and 1980) so thatboth longitudinal as i~ell as cross
sectional data would betiavailable for 
analysis. 

Farmers were grouped into threedifferent categories for comparisons.
These categories were based and named 
on the type of agribusiness activities
that borrowers carried out and to which
the farmers were linked. Participant
and non-participant farmers 
selected for each of 

were 
the three
 

categories so that analysis of eachcategory could be carried out inisolation of the others; that is to say,data collection for each group was 
independent of the other two categories. The three categories were (1)
inputs and services (I&S), (2) processing(of agricultural goods), and (3) storage
(facilities for agricultural goods).

As it turned out, the I&S category
had some distinctive characteristics 
which added somewhat to the potential
of getting extra mileage from the
analysis. This category involved agri
business borrowers 
 who hadundertaken alreadyoperations and were
involved with the participant farmers

during the first agricultural cycle

well as 

as
 
the second agricultural cycle


from which 
 data was collected. This
 
was not 
 true for the processing
category. This "early beginner"
characteristic reduced the value of thelongitudinal data for the I & S category
since there would be no baseline data.It opened up, however, the opportun



ity to measure the stream of benefits 
from the ',PMpjcct for a period longer
than would be otherwise possiblr The 
questions are often raised as to when itis reasonable that benefits will begin to 
flow to the beneficiaries from a project
and also whether those benefits-,are-

over more than a very short
period of time. Irngitiidinol data for 
the processing group would have allowed 
some evaluation as to whether henefits 
were felt in the first year of operationof an agribusiness. The I&S category
would have allowed an analysis ofwhether they begin to flow or are 
sustained in a second year of operation,
and whether the benefits continued to
increase or level off or decline. Thestorage category fell somewhere in 
between the other two. Some of theagribusinesses began their new or
expanded operation during the firstagricultural cycle of data collection and
linked with some of the participant
farmers. 


Even 
 this length of benefits 
measurement might be faulted as being
too short run. It is often asserted that
the long run benefits from a project are
those most important to its success,
which is undoubtedly true. From an
evaluation point of view, however, thefurther we move away from the project
in time, the more difficult it can
become to sort out the influences of 
intervening exterior forces which come 
to have their own impact on the
situation being analyzed.

The collection of baseline data for
the processing group also alowed the
testing of the comparability of the 
participant and non-participant groups;i.e. thi "attribution problem". It is 
frequently argued that cross-sectional 

'comparisons between persons pnrtici

pating in a projec , thosewith no n:ir'-
ticipnting in project.a lr nc . ,.miid
becenuse the pnrticipant pCp.e a-o81-0 
different fr thoe
part.ieinr tir -- in fact. this is e
 
from the fnct th' 
 ' g-7y
tl Iis frrt. -7:. n-. 
thn t participants are often ..'-n,.
entrepreneuriql t9 a -n "-. 
and this causes m. h of the diffn:..t: 
that are found in .te O ,wo ,roups,.d
incorrectly, attibuted,1 to L -an-t
Baseline data, on the other hand. alloW 
us to see if there are any significanl
economic and/or social difference,
between participant and non-pnrticipsnl
groups. Thus, the baseline data for th;
processing group is examined for
issue. Social profile 

thiU 
data which wnr 

collected in the survey is also analyzedto determine the comparability of the 
participant and non-participant groupswithin all threce of the categories. It
would seem reasonable to assume that if
participant farmers were different in
their entrepreneurial drive or economic 
skills, this would also bn manifested in
 
their social charaeteristics as well.
 

It was understood from the

beginning 
 that there was a certain riskin using the agribusiness/borrower lists
 
to select participant farmers in the first
 year. It was recognized that the lists

would probably be partly defective

either because borrowers did 
not try to 
fulfill their obligations to link and/or
because small farmers might refuse to
participate with the agribusinesses. To
compensate for this contingency, the
sample size each wasof category
increased 60% larger than would have 
been otherwise necessary forstatistically reliable dat. Tlhe 
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second year of the survey, however,
showed that for the processing and 
storage categories the lists proved to be 
far more defective than antici-
pated--the vast majority of the small 
farmers on the lists did not link with the 
agribusinesSes. . This -reduced - -the.. 
economic impact analysis to only the 

I&S category, which proved to be the 

only category in which there was 

substantial compliance with the list 

requirement. It did not, however, 

prevent the use of the first year data 

for the two groups being used to 

examine the attribution issue. Equally 

important, it showed that the small

farmer list requirement was not a 

sutficient one for linking or monitoring

linkages between borrowers and small 

farmers. This does not imply that 

linkages were not in fact formed 

between borrowers and small farmers in 

the storage and processing groups. It 

means simply that we cannot measure 

the linkage through the list mechanism, 

and that project planners in the future 

will need to try alternative mechanisms 

to forge the link between borrowers and 

small farmers in future, similar 

projects. For processing firms, for 

example, financing could be limited to 
only agribusiness activities which 
inherently require substantial inputs of 
agricultural raw materials produced by
small farmers and then require that 
they purchase a certain percentage of 
their inputs from small farmers. This 
might develop strong linkages in 
processing industries, and similar types 
of requirements could be devised for 
other types of activities, 

Before examining the results of the 
survey, a word might be said with 
regard to the quality of the survey 
data. The quality of survey data 

depends on both the type of data sought
and the manner in which it is collected. 
With regard to the type of data 
collected an evaluator often has to 
settle for less than first best data 
because of cost considerations as well 
as -cultural factors; -The -narrowing--of
the issues to be investigated allows one 
to concentrate on collecting more 
detailed and directly relevant data, but 
compromises are always involved. 
Employment data collected on a once or 
twice recall basis for a long period of 
time such as done in this study, for 
example, is not very reliable as an 
absolute measurement of work time
allocated to different activities. 
Therefore, the results must be treated 
as relatively crude estimates which give 
reasonable overall comparisons between 
groups. It is necessary always to 
balance the "purity" of data with the 
use which will be made of it--sometimes 
relatively rough estimates are adequate
for the type of policy decisions being 
made, while other times the data is 
stretched beyond its reasonable limits in 
drawing conclusions. 

In actual practice, reliable and 
usable data are determined as much by
adequate field collection procedures as 
by good design considerations. The 
"creative" massaging of data after it 
has been collected in order to eliminate 
inconsistencieis is often a doubious 
practice used to compensate for poor
quality control of data collection in the 
field. This can result from either 
improper supervision o0f the data 
collection process in the field or the 
failure to take into account local 
cultural practices which influence the 
answers a respondent is willing to give.
In this study these problems were 
happily vry minimal. The super-. 

.33
 



visory staff of the Central Bank of 
Paraguay and USAID/Asuncion was of a
high level of dedication arnd 
performance. Also, the Paraguayan
farmer proved to be open to the 
information requested when the proper
foundation was laid with local political 

.. officialsin his area._This allcame.to be 
reflected in the low level of 
inconsistent data found. 

B. 	 Economic Impact on I&S Category
Farmers 

The 	 determination of the relative
incomes of participant and 
non-participant farmers implies a
definition of income which serves the 
purposes of the evaluation. From this
point of view, it is probably useful to 
use several formulations and then see if
they appear roughly consistent in their 
implications. Thus, it is important
initially to define a number of terms 
which will be inused the estimates of
this section. 


The 
 gross income of the farms, 
both participant and non-participant,
will include several items. First, it will 
include the gross value of sales of farm 
output. The farngate price the farmer
received for his products was used as 
the basis of pricing these goods. Where
all of part or a product was consumed, 
bartered, or stored for seed or animal 
feed, the farmgate price of that product
in that region of the country was used 
and its total value was included in the 
farmer's gross income. This was

justified as the Paraguayan farmer used 
much of his production for on-farm 
family consumption.3 Additionally,
the 	 wholesale value of eggs and milk 
produced and consumed on the farm is 

included in gross income. This is as 

much an output as the farmer's other 

products. Finally, the off-farm income 
of "family members who lived and
worked on the farm was included in the 
gross'i income figure. Such possible
irn:'ie sources figure into the strategy 
hiusc iols adopt in their farm
operations and can be influenced by a 
project,-shif)i ng- total- gross- income'-for 
farm houseH'lds. 

The costs which are subtracted 
from gross income will, of course,
determine the net income. It is here 
that a fundamental problem arises. If 
we include an imputed value for family
labor arid imputed return to capital as 
costs to the operation, we can derive a 
measurement of private efficiency for
the farm operation. In this case, these 
costs are added to the cost of hired
labor; fertilizer, chemical, seed, and 
other input costs; depreciation; interest 
payments; and other miscellaneous 
costs. It is arguable, however, that this
private efficiency measurement does 
not entirely serve the purposes of an
evaluation as closely as the welfare 
calculation discussed below. 

1. Impact of Project on Net Farm 
Income: Welfare Measurement 

A welfare definition of net income 
has been also suggested as an
appropriate measure of the net income
 
of a farmer for the purposes of project

evaluation. Here all of the 
costs listed
 
above are included except those of
 
family 
 labor and returns to capital 
While this will not give us a good idea of
the efficiency with which resources are 
used, it does give us a useful indicator 
of family welfare. A family under this 
measure might increase the income 
available to it without increasing the 
efficiency of its operation. In fact, it is 
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possible that efficiency might decrease 
but the absolute level of family welfare
increase. 4 

As we can see from 'Thble 1, tle
welfare measurement of net farm 
income indicates that participant
farmers did measurably better than 
n---..-on-participant.--farniers- in- both--ag--
ricultural cycles, 
difference narrowed 
second period, 

Since the I&S 
were already linked 

although the 
slightly in the 

category farmers 
with agribusiness 

borrowers who were functioning during 
the 1978/79 agricultural cycle, the 39V
superior net income of the participantsin this period can be reasonably 
associated with their linkages with thecompanies. In this case we do not have
baseline data as we do in the processing 
group. Interestingly, we find a superior
income attained in both years by the 
participant farmers. It might be arguedthat the participant farmers perhaps 
already had superior income levels tonon-participant farmers before the 
project began operation and that thissuperior performance is merely areflection of this pre-project char-

acteristic. We will test Lhis arpumenj
indirectly, further on in this sect~ion by
comparing social profile data of 
participants and non-participants aswell as by looking at the baseline data 
of the proccssing category to sce
there were significant differences 

if 

-- between-j-- ntici -tdd f-ic-ahn-lt andnon-participant farmers. Since the 
procedures for the selection of both sets
of farms was the same for all three 
categories, the 
processing category 
the validity of the 
I&S category. 5 

2. Importance of 
ment 

The figures on 
off-farm income 
household income for participant and 
non-participant farms shows someinteresting shifts. The participant farm 
group reduced its average off-farm
income as a percentage of total 
household income from 5% in 1978/79 to1% in the 1979/80 period; While thenon-participant, group average changed 

Table 1
Impact of Project on Net Farm Income:

Welfare Measurement 

(U.S. Dollars) 

Participant 
Famis 

Non-participant 
FamIs 

1978/79
Net Inccme $3,234 $2,327 
1979/80 

Net Incone $3,556 $2,628 

Difference 

in Net Income 

(W$) 
$907 


$928 

pattern of the 
ought to indicate 

comparisons in the 

Off-Farm Employ

the importance oC 
relative to total 

% Difference
 
in Net Income 

3,9%
 

35% 
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'Rible 2
 

Importance of Off-Fann Income
 

(U.S. $ 
' 1 7 H8ousehods. 7Non-ParticipantHouseholds
 

1978/79 1979/80 
 1979/79 1979/80

Off-Farm Income $249 

Of f-Farm Incne as 
% of lotal House
hold Income 5% 

by only I percentage point from 4% to 
3%. 

When we consider this trend in 
conjunction with the increase in
household size of participant farms in 
the two years, it is possible that there 
was some movement back to the farim 
as project participation opened up the 
opportunity of increasing family labor 
on the farm operation, resulting in a 
decrease in off-farm incomne, 

3. Efficiency Measure of Income 

As previously mentioned, an
efficiency measurement of income is 
based on imputing a value to family
labor and capitaL 6 An imputed rate
of return to capital of 10,0 was assumed 
and the average wage rate of off-farm 
employment was used to impute a value 
for family labor. Although hired labor 
wages might be used,
received probably 
opportunity cost 
somewhat better. 

the off-farm wage 
represents the 

of family labor 
It should be 
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$ 46 $138 $12 

1% 4% 3% 

remembered that the results of this 
measure are somewhat more rough thanthose of the welfare measurement 
because it is influenced greatly by
farmer recall of the time family
members put in farm labor. The recall 
reliability for remembering an entire 12 
month period is relatively low,
especially because it does not take into 
account accurately periods of 
underemployment of farm time. 

Given these caveats, Table 3 givesan idea of the overall direction of the 
relative efficiences of participant andnon-participant farmers. The most
noticeable shift in the data is the 
reduced gap in income between 
participant and non-participant
farmers. For the 1978/79 cycle,
participant farmers had roughly a 49% 
greater net income relative to
non-participant farms. In the next 
period, however, the difference
decreased to 30%, indicating a drop in 
efficiency of the participant farmers
relative to their non-participant 
neighbors. This might h v been 



Talble 3
Impact of Project on Net Farm ineome: 

Efficiency Mcasureamnt 
(U.S. $) 

Participant Non-Participant Difference in 
 % Differencc
Farms 
 Farms 


1978/79 

NeI Foe $65$1,114 


1979/80
Net Inccone $1,957 $1,500 


due to several factors. First, it is
possible that participant farmersexpanded their operation on previously
uncultivated land which was notproductive as 

as
that already in use. it is

also possible that the increased
household size of participant farms was 
greater than the possible productive useto which the added people could be put, 
so the marginal labor productivity was 
considerably less than the average. Itmight be noted that in both periods,
however, the participant farms regis-tered superior incomes to 
non-participant farms, indicating thatthe linkage with the agribusiness
borrowers seemed to continue to benefitthem through both agricultural cycles,
Thus, both measurements of net incomesupport the conclusion that participant
farms in the I&S category havebenefited from the Rural Enterprise
Project. 

4. Impact of Project on Farm
Production and Resource Productivity 

In order to evaluate the reasons for 
the superior performance of participant 

Net Income 
 in Nt\ In cx 
(US$)
 

$541 
 4 R% 

$457 30% 

farms,it is useful to look at the overall
impact of the Rural Enterprise Projecton farm production. This can be an 
important question because it bothallows us to see the degree to which 
increased production rather than
increased productivity has played a
significant part in the differences, andit allows us to examine sone of the 
specific reasons for the differences in 
performance. 7 

From the above table, we see that 
the project had an important impact onthe output of farms which participated 
with agribusiness/borrowers in theproject. Interestingly, it would appear
that in the second year, the impact onfarm production was greater. 

Looking at this project impactproduction, agribusiness services 
on 

and 
inputs could affect the value ofproduction in any or a combination of
the following ways: change the area
 
cultivated, increase crop 
yields, changecrop mix or composition, and alter
prices received for farm products. For 
convenience, these four factors can beused as alternate accounting sources to 
examine the process level changes 
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'Fbble 4

Project Impact on 
Tbtal Production
 

Agricult 

Qjcle 


1978 

1 9 7 8 / 7 9 


1979/80 


wrncn tne project can impact. They are 
put in indices, the process ofcomputation which is described indetail in 

some
Appendix 2. The results are 

fiven in Table 5. It should be noted thathe individual source categories total to
the value of the first column, "total %difference", rather than to 100%. 

From the table we find that thedifference in the intensification of land 
use is the most important source, infact, the only importance source of the
difference in total output between
participant and non-participant farms. 
In the 1978/79 period, differences inyields was une source of output
differences, but diminishedthis 
importance in the 1979/80 

in 
period,

rThedifference in price remains a nega-

Sources of 


Agri- Total 
% 


Percent Increase in
 
Value of Output Asso

ciated with Partici ion
 
. _ 24 .1 % 

309%
 

tive source in both periods. In the

1978/- 79 period, the index has 
 a -9%value, although it does decrease
 
somewhat to a -6% in the 1979/80period. Likewise, the differences in
 
crop mix remains an unimportant source
for both periods. It might be noted that
the difference in crop mix refers to thedifference in the crops which are grown
between participant and non-participant
farms rather than having reference to
interplanting or multiple cropping.

It is not surprising that crop mix
had a negligible influence on theproduction indices. 7haking 1979/80
data, for example,
similarity in crop 
table.
 

This extreme 
match was not 


Thble 5
 
Increased Output
 

we see a remarkable 
mix in the following 

similarity in crop
the result of 

Sources 
in Change Between Participant and
cultural 
 Difference Non-Participant Fanns:
 
Cycle
 

Diff. in Diff. in 
 Diff. in IntensiFication
 
Crop Mix Price
1978/'79 -24.1% 19 

Yields of land use

-9.1% 
 8.3% 
 F3.lF%
 

1979/80 
 30.9% 
 0.4% 
 -5.6% 
 1.7% 
 34.3%
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lalDle UPercentage of Tbtal Cultivation in Each CropInputs and Services Category, 1979/80
 

.- Product.. Participant- Non-Participut 
soybeans Fa rrn Farm36% 
 39%
cotton 
 16% 
corn 14%


12% 
 12%
wheat 
 12%

mandioca 11%


8% 
 9%
SUng L 
 (84%) 
 (85%)
 
peanuts 

3% 1%
 
sweet potato 

2% 2%

2%


beans 2%
 
2%


other 2%
 
7% 
 8%
 

field survey criteria in the selection of governednon-participant farms. In fact, 
in such a way that an equal 

felt that for 
it was number of participant andmethodological reasons it non-participant farms would be selectedwould be prejudical to make such a each infor region which participantrequirement, as participation in a farms were found.project might influence crop mix. Nor It is, nevertheless, curious that thewas the match controlled because of the project has had little influencecategory being limited to mix. 

on crop
When we consider the type of I&Sgeographic area. A number of 

one 

of the country 
regions agribusinesses included, however, it iswere covered to survey perhaps consistent with the typefarms which were selected in this activities carried out by the firms. 

of 
category. Within each region, however, The dominance ofthe selection of non-participats the intenwas sification of land use as a source of 

production differences prevails for both 
Table 7

Land Use Intensity: Subgroup Sources
 
Input and Services Category
 

Agri- Prprino 
Ibtal Absolute
cultural Production Increase size of %of Ia Increased -Infarm cul- planting and/or
Cycle Attributable to Land 
ter

area cul- tivated Multiple crop-

Use Intensit-
 tivated 
 nli erp
19 78/79 
 23% 
 4% 
 5%ated
15%0 
 4%
 

1979/80 
 3438% -2% -2%
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agricultural cycles. When tile category
is broken down into subgrouping we find 
some significant shifts in the two 
periods shown n 'Fable 7. 
Here we sei a pattern that would 

.suggest ..... although,- -the-17 project---that 

impacted the participant farmers, they
gradually changed the way they
benefited from the inputs and services 
available to them. In the first year of
the project, they increased their 
relative size of farm cultivation to 
benefit from the project. With time to 
effectuate more long term changes
which wculd take advantage of. the 
project benefits, they increased their 
absolute size of cultivation. As they
increased 
 their absolute area in
cultivation, interplanting and/or multi-
pie cropping became relatively less 
important. 

The pattern can be seen in the data 
regarding the amount of land 

participant and non-participant farmers
"possessed" and the amount of land they 

"cultivated", as seen in Table 8.


From the table we see that both 

participant 'and non-participant farms

increased their farm size between 

1978/79 and 1979/80: participants by
37% and non-participants by 3%. This
rather substantial change in relative 
overall land sizes was not as pronounced
in tile relative areas cultivated. 

........ ine6as6dtheir-6cultliafedParticipants 
area by 6% while non-participants 
decreased their heetares cultivated by
6%. If the non-participants are 
representative of small farmers in their 
areas, it would mean that participant 
farmers were increasing their total 
cultivation, while other small farmers 
were actually decreasing theirs in
absolute terms. This pattern in 
conjunction with the reduction in
off-farm employment and increase in 
household size for participant farms
consistent with 

are 
the conclusion that the 

project influenced participant farmers. 
They represent a pattern that would be 
expected if the agribusinesses were
benefitting them. 

5. Attribution issue 

Several methods are used here to
 
evaluate the reliability of the com
parisons between the participant and
 
nnn-participant farms of the I&S
 

'Tble 8 
Land Use of Farms 

(hectares) 

Nuirber of Hectares Number of Hectares 

PiiIT ii int• 
Possessed ilt ivated 

Fn ru-er s: 
1978/79 
1979/80 

15.4 
21.1 

11.5 
12.2 

Non-Par ticipant 
Falner s: 
1978/79 
1979/80 

14.8 
15.3 

9.6 
9.0 
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category. Thefirst isito compare the ference in incomes between farmsparticipant and non-pariiicipant farms in selected for participation relativethe processing categor" towhere we have their non-participant counterparts.
baseline data of their° characteristics This difference does not: begin toand linkages with agribusiness borrowers approach the differences found in thebefore the-firms expanded orentered,. I&S category-of. 39 %,and 34%.- It wouldnew activities. Here we are looking to appear to substantiate the comparsee if participant and non-participant ability theof participant andfarmers were similar in their non-participant farms in the I&Sperformance before project influences, category, and suggest that theirThe second method is to compare the differences in incomes were not due to
social profile of participant and non-project related factors.
non-participant farms theof three 
categories to see if there appears any b. Comparison of Social Profilesocial differences which would imply Data

the inappropriateness of comparing

them for evaulation purposes. 
 The The social profile data from theimplication is since thethat same survey also support this conclusion. Ifprocedure was used to select participant participants are substantially different
and non-participant farmers in all three it would probably be manifested incategories, comparability of one group social characteristics and/or attitudesimplies comparability in the others as as well as in economic data. ConsistentwelL. with the economic data, however, we 

find that the social characteristics ofa. Comparison Netof Income: potential participant and participantProcessing Category farms was very similar to their 
non-participant counterparts. It shouldEmploying the first method, we see be remembered that the relevantin Table 9 estimates of the net incomes comparison is that of participant and

of participant and non- participant non-participant farms within a categoryfarms of the processing group, using the rather than comparisons between
 
welfare measurement of net income, 
 categories.

The processing category appears tobe a good match with only a 1% dif- (i). Health Profile and Practices 

1fble 9
 
Net Incane: Processing Category: 1978.79
 

(US $) 
Farmers Selected Farners not Diff. in % l)iff. in 
for Participation Selected for 
 Net Incane Net Income 

Participation (A-B) (A-B)
Process i ng
Category $1,402 
 $1,420 -$18 
 -1% 
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Table 10 
Health Profile and Practices
 

Processing Storage Inputs & Services
 
o P non-P 	 P non-P P non-P
 

1. 	% of families with all
 
-- h den..iir4r 7% 74%. 72%. -78% 78%
 

2. 	Average nunber deaths of
 
children,.5 years old or
 
less per household 0.2% 0.4% 0.1% 0.1% 0.1% 0.1%
 

3. 	Average number cases
 
diarrea or fever in
 
last week per household 0.2% 0.2% 0.1% 0.5% 0.2% 0.1%
 

4. 	First source of help
 
when family mrber is
 
sick:
 

hospital/medical center 51% 53% 56% 56% 59% 
 71%
 
private doctor 24% 24% 11% 11% 29% 
 24%
 
pharmacy 16% 18% 20% 17% 6% 6%
 
folk doctor 8% 2% 7% 11% 4% 
 0%
 
self-care 	 2% 4% 6% 6% 2% 
 0%
 

Table 11
 
Educational Profile
 

Itemn 	 Processing Storage Inputs & Services
 
P non-P P non-P P non-P
 

I. 	% of Ieads of households
 
with the following levels
 
of education:
 
a. 	Illiterate 
 8% 6% 7% 4% 	 6% 6%
 
b. 	Primary Schooling:
 

1st 12% 4% 7% 11% 6% 4%
 
2nd 12% 20% 17% 22% 18% 26%
 
3rd 	 24% 
 16% 	 20% 26% 20% 22%
 
4th 	 18% 24% 19% 15% 16% 16%
 
5th 	 16% 16% 7% 11% 6% 8%
 
6th 
 16% 8% 17% 7% 	 20% 14%
 

c. 	Secondary Schooling: 0% 6% 6% 4% 10% 
 6%
 
d. 	University 0% 0% 0% 0% 
 0% 0%
 
e. 	Average educational level:
 

years of school 3.5 4.0 3.6 3.2 3.9 
 3.5
 
2. 	Average % of children between 

the ages of 7 and 18 who 
go to school 88% 81% 74% 69% 71% 68%
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Looking at health characteristics 
and practices first, we find few 
distinctive differences within 
 cate-

gories, although there are some between 
categories (See table 10). 

0..i)E-ducationProfile .. 

An educational profile of theparticipant and non-participant farms 
for the I&S, processing, and storagecategories shows again a general 
consistency within categories ( see Ta-
ble 11). 

The illiteracy rate of both 

participant and non-participant farmers 
was quite low, although the large
majority of them did not attend beyond 
primary schooling. Interestingly, the 
percentage of school age children who .... l-actually- attended school was relatively 
high, although a little bit lower for the 
I&S category than the other two. 

(iii) Housing Profile 

Finally, a profile of housing 
conditions is given in Table 12.The
housing profile maintains the consis-

Thble 12 
Housing Profile
 

Processing Storage 
 Inputs & Services
 

1. Percentage of families having:
 
a. electricity 

1). running water 


2. '1ype of house construction:
 
a. 	 Wallls of: 

-mud & bricks 
-mud 

-brick 
-other 

b. Roof of: 
-straw 

-tiles 

-straw and tiles 

-other 


c. 	 Floor of:
 
-dirt 

-bricks 

-tile 

-other 


3. House 	 size in square meters 

4. lype of sanitary facilities:
 
a. letrina 

b. scrvicio 

c. other 
d. none 

P non-P P non-P P non-P 

6% 8% 4% 0% 2% 2% 
2% 6% 6% 0% 0% 0% 

26% 16% 2% 2% 4% 4% 
18% 18% 0% 0% 0% 0% 
57% 65% 0% 0% 11% 10% 

0% 0% 98%a 98%a 85%a 85%a 

35% 35% 7% 6% 11% 8% 
61% 57% 30% 19% 54% 35% 

2% 8% 17% 2% 13% 10% 
2% 0% 46%a 74%a 22% 46% 

29% 28% 74% 67% 26% 54% 
69% 65% 2% 4% 24% 13% 
0% 4% 0% 0% 4% 2% 
2% 4% 24%a 30%a 46% 31% 

65 64 61 57 116 79 

53% 
26% 

53% 
31% 

85% 
11% 

91% 
9% 

67% 
33% 

56% 
35% 

20% 16% 0% 0% 0% 2% 
2% 0% 0% 4% 0% 6% 
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tency of the profile in that the within 
category comparisons are relatively
uniform. In the I&S category, however,
there is one conspicuous difference
between participant and non-participant 
farms. The data show that the
participant" fas hadhouses which 
averaged about square116 meters,
while those of non-participant farms 
averaged 79 square meters; a significant
difference. Curiously, the type of 
construction materials of theparticipant, farms did not seem to vay
greatly from those used in the
non-participant homes. Nor did they 
seem to have more amenities relative to
non-participant homes, such as 
electricity, running orwater, bettersanitary facilities. Since the sizes of 
the houses were estimated by the 
enumerators pacing them off, it is notlikely that the differences would be due 
to inaccurate estimating or different 
criteria in estimation procedures. The 
size difference of the houses might be
partly explained by the fpct that the 
participant group during both periods 

had a larger household size in terms of 
the number of extended family members 
living on the farm. It is also plausible
that the difference is In part due to the
project. Although participant farm 
dwellings were largerin.the. -1978/79
period as well (by about 33%), the 
difference in house size increased to
47% in 1979/80. It is not likely that this 
impact would have shown up the first 
year as much as the second year of 
benefits if it were project related, asfarmers often buy their building
materials and then carry out
construction during slow periods on the 
farm, so that construction can take 
some time before completion. 

(iv) Profile of Technical As
sistance 

The survey examined several other 
things of interest to tan evaluation and 
attribution issue. The first was the use 
of technical assistance in the farm
operation. As we can see from Table
 
13, its use in the I&S ctegory was not 
widespread:
 

Table 13
Use of Technical Assistance, 1979/80

Inputs and Services Category
 

Participant Non-Participant
 
Farms 
 Farms
1. % of farms receiving technical
 

assistance 
 9% 

2. % of farms which paid for 

12%
 

technical assistance 
 0% 
 4%
3. % of farms which received free
 
technical assistance 
 9% 
 8%


4. % of farms which felt that
 
the technical assistance they

received increased their inccrne 
 9% 
 8%
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The data.revei that a preponderance of number of similarities with oneboth partieirlant and non-participant difference. Table 14 shows that somefarms didl iot use technical assistance.t of the participant farms borrowed from
In almost cases it the.all where was agribusiness/borrower under thereceived, it was free assistance from progra.n. f!nfact the percentage using
government agricultural extension this source just about equals theservices. Interestingly, almost all of difference between participants andthe farms receiving the assistance felt non-participants using "other sources".that it had contributed to increasing While none of the loan sizes are large in
their incomes, althoug' their numbers absolute terms, they are large relativewere too small to draw any conclusions. to the.incomes ofthe .farms-and -show 

the frequent use of credit transactions(v) Profile of Credit Use by small farmers. As is usually the 
case, smaller loans were made throughA profile of the sources of credit small intermediaries, and family sourmesfor participant and non-participant remained an important source of

farmers in the I&S category show a 

Thble 14 
Profile of Credit Use
 

Inputs and Services Category, 1979/80
 

Participant non-Participant
 
Farms Farmns

% of faians that received 
credit from agribusiness/
borrower 
 15% 
 0%
 

average size of loan
 
for those borrowing

(US $) $901 

% of farms that received 
credit from a bank 28% 
 25%
 

average size of loan
 
for those borrowing 
(Ls $) $1,641 $1,183

% of farms that received 
credit from an internediary 9% 6% 

average size of loan 
for those borrowing
 
(Us $) 
 $364 $285

% of fanns that received 
credit from another source 33% 46% 

average size of loan 
for those borrowing 

$633
(Ls $) $537 
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investment (or consumption?) capital as (vi) Profile of Land Tenure
 seen in the ,"other sources" category. In .
general, there do not seem to be Finally, a profile of the land tenuresignificant differences between within situationi of participant and noncategory participant and non-par- participant farms shows some variety,ticipant farms in the I&S category, but not characteristics which would 
suggest fundamental differences: 

Thbe 15Profile of La'd Tenure: Inputs and Services Category
 

1978/79 
 1979/80

P non-P 
 P non-P
% of fairns with no title 25% 22% 26% 25%
 

% of farms wi th 
"titulo provisorilo" 6% 22% 7% 25% 

% of farns with"titulo definitivo" 69% 55% 
 65% 50%
 

% of farms with
"titulo condominio" 0% 2% 2% 0% 



VI. CONCLUSIONS 

th'e analysis would suggest that
the Rural Enterprise Project was a 
success in. terms of'achieving theobjectives originally contemplated ,-.An 

tihtiti~itioa/fiaiia-l mechanism wasestablished which funnelled long term 
credit to agribusiness development in 
activities identified as important to
relieve production constraints faced bysmall farmers in Paraguay. Likewise, 
where it was possible to trace linkages
between small farmers and participant 
agribusiness, we found that the farmers
did better economically than their 
non-participant neighbors. The data
supported the conclusion that these 
income differences were reasonably.
attributable to the Rural EnterprisePrgject. 

Toe. shelp 
The success of the. institu-tional/financial mechanisn) cAnattributed to a benumb6r of factors. First 

was.the fact that the Central Bank andthe, commercial banks already had 
experiene ini, rediscounting Pr9c6dUres 
among themselves. Secondly, the 
commercial banks could replace less
productive loans which were previously 

'required by Central
the Bank wi.thproject subloans which were more 
profitable for'them. They, ,therefore,
had an economic incentive to
participate, quite apart from the 
interest that could be earned directly on 
project subloans. Thirdly, there astrong loan was

demand for the project 
funds which was in large part due to a 
strong economic surge in the overall 
economy. Finally, an important factor
Ippears to have been a high level of 

effort and performance theori part ofCentral Bank and USAID personnel 
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involved in the project to work out problems as they arose and to' keep the
project on track. 

As with any project, there wereproblems and weaknesses. Probably oneof the more obvious ones was the lack 
of adequate administration of loan

.applications .. and. project-,m onitori ng- by.
the commercial banks. This was seen inthe lack of proper loan appraisal by
commercial banks of subloan ap
plications as well as inadequate
follow-up after loan funds were
disbursed. The manner in which this 
problem was worked out raises somequestions. To degreesome the burden 
of administration of loan appraisal was
shifted to consultants and the Central 
Bank. While actual data were not
available, it would appear that the 
commerc 'al banks found the loan program .a profitable one. One cannot 

but ask, however, if this would 
have been the case if the commercialbanks had borne the full costs of properloan administration. 

There is, however, a morefundamental question which this project.
raised in this regard. Did the project.
really make adequate provision for
permanent institution building to happen
in the commercial banking . sector?. 
There are fixed costs which acommercial bank must bear in building' 
its capacity to make loans to clierqts
with whom it has had little experience

and in activities for which it has few
 
expertise. The most number 
 of loans 
any commercial bank made tnder theprogram was five. Given the limited
 
number of ]obns probable under the
 
program for oneany commercial blnk 
and the length of time for which funds
would be available under the program, it 
was unreasonable to expect thatcommercial banks to make the 
commitment to building their in



stitutional capacity in long-term credit 
lending in the agribusiness area. It is 
not clear whether AID bears some 
responsibility to see that the program
continues. It is clear, however, that the 
commercial banks were justified in 
being cautious about making 
institutional investments in reliance on 
a goverimentUSA!Dnj'unded programn.. 
The private sector in most deve l oping
country is generally suspicious of 
government subsidized programs.
Private firms including banks are well 
aware from their own experience that
investments based on such programs are 
very risky because of the abrupt manner
in which they are often terminated, 
Consequently, as AID turns increasing
to support private sector institution 
building, it will have to make long term 
commitments to such programs and 
accept the fact that it takes time
before private sector investment will be 
induced as a consequence of them. 

Another problem which caused 
considerable difficulties was the lack of 
an adequate definition of the social 
criteria which were to help achieve the 
social goals of the project. An 
acceptable monitr,- ng system with
regards to benei1hs flowing to small 
farmers was never developed. This was
partly due to the lack of specific social 
criteria and also to the inherent 
difficulty of monitoring the flow of 
benefits of from agribusinesses to small 
farmers. In some respects this did not 
prove to be a great proble'm for this 
project, especially with regard to 
balancing the interests of small farmers 
with those of agribusinesses. The 
criteria did not seem to interfere with 
the profitability of the agribusinesses; 
yet it appeared to have benefited 
substantially participant farmers. This 
can be attributed to both the economic 
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conditions of the country and the 
iimpressive diligence shown by the
personnel of the Central Bank and 
USAID involved in the project. In many
respects it would appear that fine 
tuning the criteria in actual practice
and keeping subloan activities focused 
on areas in which small farmers were 
constrained- was... -done - somewhat-
informally by the institutions involved. 
As a general rule, however, it would be 
preferable to formally fix requirements
which limit loan funds to geograplohic 
locations where small farmers are
concentrated if new lands are n(t 
available to them, and/or to the type of:
agribusiness activities which intensively 
involve activities in which small 
farmers are naturally linked. This was, 
in fact, what appears to have happened

in this project and proved to be quite
 
successful.
 

The institutional/financial analysis
 
suggested a benefit that should perhaps

be measured more directly and
 
consciously in subsequent evaluations of
 
similar projects. It would be important
 
to see direct data collected regarding

the type of attitude Uhanges which 
were
 
observed in this project. The change in

attitude of the political and economic
 
decision makers regarding
non-traditional agribusiness investors 
and small farmers was an unanticipated
but potentially fundamental benefit of 
the project. Its potential impact on
sound economic and social development 
could be substantial and should be given 
more central attention in subsequent 
evaluations of this type.

The economic impact results 
were encouraging to some and 
discouraging to others involved in the 
project. The data presented a
consistent and rational picture which 
would suggest that oarticinnnt f'nrn



ers did benefit from the project--suffi-
ciently to affect tile way in which they
operated their farms and to entice them 
to make long-term changes, such asexpanding the size of their operations, 
Farm size expansion by participant 
parmers of the I&S category was notbased on increasing the amount of land
they rented either. In fact, between the 
two agricultural cycles they decreased 

.. the average-amount-of lan1d theyYr-nted, 
although the average amount landof
they "possessed" increased. In addition, 
we found household size of participant
farms increase, off-farm employment 
decrease, area cultivted increase, and 
production increase; consistent trends 
with the hypothesis that the participant
farmers were benefiting from their 
linkages with agribusiness borrowers. 

The principal disappointment was 
that the data did not show a greater
difference in the incomes between 
participant and non-participant farmers
than found. The differences were 
significant, and for several reasons it isprobably unrealistic to expect them to 
be greater, given the nature of the
linkages between the firms and 
farmers. First, the nature of the 
agribusiness activities tended to spread
benefits over a large group of farm 
households rather than concentrate 
them on a small number. Therefore, thebenefits to oneany farmer will be 
somewhat diluted because of this
spread. Secondly, the expansion of farm 
input and farm services by some
agribusinesses undoubtedly put pressure 
on their competitors to upgrade their 
own services to non-participant farmers 
in the same geographic areas so that

non-participant farmers would also 

indirectly benefit 
 from the 
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project. Also it is possible that there 
was a demonstration effect in which 
non-participant farmers began to be 
influenced by benefitsthe they saw accrue to participant farmers so that 
they too changed the way in which they 
carried out their own farm operations.These propositions are supported by the
fact that non-participant farmers 
increased their incomes_between-the. 
two agricultural cycles in the I&S 
category. These reasons would suggest
that the project had an impact over a 
large number of farmers and to a degree
greater than that indicated by the 
income differences found in the I&S 
category. 

The lack of a relationship betweeen
the small farmer lists of the 
agribusinesses and the farmers with
whom they did business presents some 
problems. This does not mean that theagribusinesses in the processing and 
storage categories failed linkto withsmall farmers. It is possible they linked 
and benefited farmers who were not ontheir lists. It does, however, point up
the problem of monitoring the linkage
requirement without field visits, which 
would be no small expense if done on a 
large scale. 

More importantly, however, the 
economic impact analysis suggest that
 
the model pursued in the project of
benefiting small farmers through the 
development of agribusinesses which 
link with them is a viable one. While we 
do not know the profitability of the
agribusinesses themselves, the 
unusually good repayment record would 
suggest the lack of profitability was not 
a problem. Likewise, the impact
analysis found that small farmers did in 
fact benefit from the linkages formed 
with agribusinesses 



i' /FOCI' NOT 'll 

proerihusiness i:1ng Ao agricultural

processicng, mar -, 1;ti ,. whoie-salig, retailing, and supply 


, does.a;ng, l Irnclude produc-t;ion, 
input activitiesthe food project-il and ditributioll in s stem. !l or our pruposes, agriculturalproduct-ion is not included. 

2. We are refering especially to trips made on February 7, 1978, July 18,
1978 and October 3, 1978.
 

,3 .-- ln-the-I&S* ry foexample, household consump-tiOilrepresented from 24% 32% of 
of farm outputto the total value of farm output in the two

agricultural cycles measured. 

4. See, Daines, S.R., \ n Overview of Economic & Data V nalysis Techniques forProject Design and Evaluation, Washington, D.C., 1977. Course- manual for the
Development Studies Program, AID. 

5. Comparisons of incomes on a per capita basis present a number of
distortions in developing countries when doing impact evaluations. 
 One of the
principal problems is the degree to which farm household size can 
fluctuate,
given the ofchange opportunities on the farm itself. It can happen, forexample, that a project will increase opportunities on a farm which will cause
extended family members to return to the farm. The result might be peracapita income calculation might shows a decrease in per capita incomes of
farms positively influenced by a project, distorting the 
true impact of the
project. Looking at -the welfare definition of net income on a per capita basis
in this evaluation, for example, we find that again the participant farmers
had higher incomes (33% 
 and 20% differences in the 
two periods respectively),

although the differences decreased by 13 percentage points in 
the two
periods. As expected, most of this change in the difference was due to thefact that the size of the average household of participant farmers changed
from 6.7 in 1978/79 to 6.9 in 1979/80; while -the same household size for
non-participants decreased from in6.7 1978/79 to 6.1 in 1979/80. If we holdconstant 
their relative household sizes for the two periods (using the 
1978/79
figures), the difference in 
their per capita incomes decreases to 33% in
1978/79 to 29% in 1979/80; 
a much more modest shift in their relative levels
and one consistent with the 'arm household income comparisons and conclusions
 
drawn from the data. 

6. Normally valueland would also be included, out this was not obtained in
 
the survey.
 

7. This distinction is iinport~int to keep in mind, v1nce productivity refersto outout unitper whereas productioa simply totalmoans output. Economist.ssometmeos focus too exclusively on productivity and theignore possibilitythat a small farm might increase the welfare of the household significantly byincreasing production which night decrease produ: tivity. 
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Appendix I 

TABLE .1 

LOAN DISTRIBUTION BY SECTOR 

.Asof 

Types of Activities Financed 

Sugar cane processing 

Food storage 

December 15 ,1980... 

Number of Projects 

10 

9 

Silos 

Agricultural machinery 

Packing material for agricultural products 

Seed production 

5 
4 

4 

4 

Coconut oil processing 

Peanut processing 

Cotton processing 

Fertilizer production 

Feed production 

Production of native foods 

Pruce.Jiing uf ye"ba aLe 

[,ime production 

Cold storage 

Repair 'and maintenance of agricultural machinery 

Rural road construction and maintenance 

Mint oil procepsing 

Productl'on of wood contniners for grain 

3 

3 

2 

2 

2 

2 

1 

1 

1 

1 

1 

1 

. 

NanflLoc nromP1'rtit 
1 

58 

52 



TABLE II 

GEOGRAPHICAL DISTRIBUTION OF SUBPROJECTS 

As of December 15, 1980 
Departments No. of Subloans Amounts of loans 

inGuaranies) 

Central 16 187,080,000 

Alto Parana 9 159,502,962 

Cordillera 9 119,800,000 

Itapua 8 70,085,000 

Caaguazu 4 81,050,000 

Canendiyu 4 94,400,000 

San Pedro 3 62,000,000 

Paraguari 2 36,525,000 

Boqueron 
10,000,000 

Presidente Haye. 1 20,000,000 

Caazapa 1 5,000,000 

58 $845,442,962 
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-
TABLE iII
 

Commercial Bank 
 Project or Activity 

Department Loan 
 Rediscount Approved


Exterior, S.A. 
 Factory of Alcoholic Beverages
Asucion, S.A. 	 Cordillera 10,000,000 6,000,000
Wood Boxes for Agricultural Products 25 Nov. 77

Ci-ibank, N.A. Collection, Processing & Storage of Grains 

Central 6,980,000 4,188,000 14 Dec. 77

Paraguayo de Comercio S.A. Essence of Mint Factory Canendiyu 25,000,000 15,000,000 
19 Dec. 77

Londres y America del Sud 	

Itapua 5,500,000 3,300,000 29 Dec. 77Balanced Feed Factory 
 Itapua 3,000,000 1,800,000 
 2 Jan. 78 
Paraguayo de Comercio S.A. Fertilizer Plant

Asuncion S.A. 	 Central
Collection, Processing & Storage u 

5,000,000 3,000,000 20 Jan. 78
Exterior S.A. Grains Canendiyu 19,000,000 11,400,000Collection, Processing & Storage of Grains 

28 Dec. 78
 
Aleman Transatlantico Itapua 5,000,000 3,00,000
Peanut Oil Factory 	 12 Jan. 78

Real de Fomento S.A. 	 Boqueron 10,000,000 6,000,000
Cart Factory 23 Jan. 78
San Pedro 18,500,000 11,100,000 
10 Feb. 78

De Londres y Amer del Sud 
Agricultural Tools Factory 
 Central 3,000,000 1,800,000
Nacion Argentina 	 24 Jan. 78
Collection, Classification of Ag Products 
 Paraguari 18,525,000 11,115,000
cion Argentina 	 2 Mar. 78
Balanced Pig Feed
eal del Paraguay S.A. 
 Grain Collection Processing and Storage 	

San Pedro 25,000,000 15,000,000 21 Apr. 78
Alto Parana 25,200,000 15,120,000 
13 Feb. 78
suncion S.A. 
 Tobacco
 
Brasil 

Alto Parana 2,750,000 1,650,000 23.Feb. 78
Factory for Fruit Containers 


Collection & Treatment of Soy, Cotton, 


Londres y Amer del Sud 	 Central 2,000,000 1,200,000
Peanut Processing, Oil, Syrup 	 20 Mar. 78

terior S.A. 	 Central 
 2,500,000
Lime for Agricultural Use 	 1,500,000 22 Mar. 78


xterior S.A. Production of Sugar Cane 	
Pte. Hayes 20,000,000 12,000,000 
28 Mar. 78


suncion S.A. 	 Cordillera 4,000,000 2,400,000
New Roads and Maintenance 	 28 Mar. 78

Itapua 
 5,985,000 3,591,000 18 Apr. 78
 

eal del Paraguay S.A. Production of Soy, Wheat, Corn, Bean Seeds
nterbanco S.A. Cotton Gin 
Canendiyu 25,200,000 15,120,000 
26 Apr. 78


Londres y AmeL del Sud Agricultural Machinery Services 
Caaguazu 25,200,000 12,120,000 1 Jun. 78


,terior S.A. Itapua 8,600,000 5,160,000
Coco Oil Factory 	 7 Jun. 78

eal del Paraguay S.A. Collection & Treatment of Grains 

Paraguari 18,000,000 10,800,000 31 Jul. 78
(Soy) 
 Alto Parana 25,200,000 15,200,000 
30 Auq. 78
xterior S.A. 
 Collection, Treatment, Classific. of Grains Alto Parana
nion S.A. 22,908,000 13,744,800
Collection, Treatment, Classific. of Corn 	
20 Sep. 78
nion S.A. 
 Collection of Agricultural Products 	

Caaguazu 20,650,000 12,390,000 7 Dec. 78
acion Argentina 	 Alto Parana 11,017,152 6,610,289 
13 Dec. 78
Fruit and Vegetable Box Production
eal del Paraguay S.A. 	 Central 8,000,000 4,800,000
Soybean Seed Production 	 11 Oct. 78

Alto Parana 24,92-,810 
14,956,686 
21 Sep. 78
 



Table III continued
 

Co iercial Bank 

Union S.A. 

Exterior S.A. 

Union S.A. 

Exterior 

Union S.A. 


Exterior S.A. 

Real del Paraguay S.A. 

Union S.A. 

Do Brasil S.A. 

De Londres y Amer del Sud 


Real S.A. 

Interbanco S.A. 

Real del Paraguay S.A. 

nAsuncion S.A. 

'Asuncion S.A. 


Citibank 

Real del Paraguay 

Real del Paraguay S.A. 

Holandes Unido 

Union S.A. 


Nacional de Trabajad. 

Nacional de Trabajad. 

de la Nacion Argent. 

of America 

Real del Paraguay S.A. 


Real del Paraguay S.A. 

Interbanco S.A. 

Nacional de Trabajad 


Project of Activity 


Cotton Products 
(Thread, Blankets)

Syrup, Alcoholic Beverages, Wine 

Boxes for Agricultural Products 

Alcoholic Beverages Factory 

Agricultural Tools and Implements 


Agricultural Machinery and Tools 

Native Foods Production (Chipa) 

Purchase of Perishable Foods 

Agricultural Tools Factory 

Alcoholic Beverages Factory 


Coco Oil Factory 

Peanut Processing 

Collection & Treatment, Soy, Corn, Beans 

Sugar Cane Processing 

Grain Storage 


Collection, Treatment, Classif. of Grains

Yerba Mate Processing 

Collect., Treatment, Classif. of Grains 

Alcoholic Beverages, Syrup 

Alcoholic Beverages Production 


Collect., Treatment, Classif. of Grains 

Manioc Products--Starch, Balanced Feed

Alcoholic Beverages, Syrup 

Coco Oil Factory 

Industrial Sprays for Vegetables 


Cotton and Garlic Production 

Syrup and Alcoholic Beverages

Sweet Potato Processing 


Department 

Central 

Cordillera 

Alto Parana 

Central 

Central 


Central 

Central 

Itapua 

Central 

Cordillera 


Central 

Central 

Alto Parana 

Cordillera 

Itapua 


San Pedro 

Itapua 

Caaguazu 

Cordillera 

Cordillera 


Alto Parana 

Caaguazu 

Caazapa 

Cordillera 

Central 


Canendiyu 

Cordillera 

Central 


Loan 


25,200,000 

20,000,000 

10,000,000 

14,000,000 

22,000,000 


25,000,000 

5,500,000 

12,000,000 

17,500,000 

8,000,000 


12,600,000 

25,000,000 

12,500,000 


1,500,000 

5,000,000 


18,500,000 

25,000,000 

25,200,000 

25,000,000 

6,300,000 


25,000,000 

10,000,000 

5,000,000 

25,000,000 

6,300,000 


25,200,000 

20,000,000 

6,300,000 


Rediscount 


15,120,000 

12,000,000 

6,000,000 

8,400,000 

13;200,000 


15,000,000 

3i300,000 

7;200,000 


10,500,000 

4i400,550 


7,560,000 

15,000,000 

7,500,000 


:900,000 

3,000,000 


11,000,000 

15,000,000 

15,1120,000 

15,1000,000 

3,780,000 


15,000,000 

6,000,000 

3,000,000 


15,000,000 

3,780,000 


15,120,000 

12,000,000 

3,780,000 


Approved
 

27 Oct. 78
 
13 Oct. 78
 
27 Oct. 78
 
19 Sep. 78
 
23 Nov. 78
 

2 Nov. 78
 
3 Nov. 78
 

28 Nov. 78
 
1 Feb. 79
 

11 Jan. 79
 

23 Mar. 79
 
20 Jul. 79
 
12 Sep. 78
 
10 Nov. 78
 
16 Apr. 79
 

12 Sep. 78
 
21 Mar. 79
 
20 Jul. 79
 
30 Jul. 79
 
20 Aug. 79
 

8 Oct. 79
 
13 Nov. 79
 
19 Nov. 79
 
20 Nov. 79
 
10 Dec. 79
 

18 Dec. 79
 
16 Apr. 80
 
30 May. 80
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Anexo 1 

DESCRIPCION DEL PROYEC'O 

Solicitante:
 
Ac tivi dad: 

Nueva ( ) Ampliacion
I. Localizaci6n del Provecto: 
 Ciudad o Pueblo:
 

Departamnento:...

Describa, en forma breve, el area en que el proyecto propuesto estara
localizado (incluya factores tales c6rmo tamaho de la ciudad o pueblo; 
zona de
mrnifundio, de colonizaci6n, o ambas; numero estimado de pequelos agricultores


en el area de influencia; m6todos actuales de cultivo, etc.)
 

II. Datos Financieros: 

a. Uso de los fondos del pr4stamo: Monto _ 

(1) Modernizaci6n de planta exibtente

(2) Ampliaci6n de capacidad existente 
(3) Adici6n de un nuevo producto o
 

ser vicio
 
(4) Creaci6n de una 
nueva empresa

(5) Capital operativo
 

b. Monto de la inversi6n propuesta.
 

(1) Inversi6n total
 
(2) Prdstamo propuesto

(3) Capital propio del empresario
 
(4) Otras fuentes
 

c. Plazo del prestamo: 
 ahos; Periodo de gracia:
 

d. 
 Plan de amortizaci6n
 

III. Breve Descripci6n del Proecto
 

Indique en forma narrativa la actividad que desarrollara la empresa.
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Insuinos para el Proyacto (en orden de importancia) 

a. Nombre del insumo: 
Antes del Con el 
Proyecto Proyectc Aumento 

i' Cantildad usada por afo:
 

C. Tipo de proveedores: 

i) pequho agricultor 
 ( ) Compra directa del prequefto agric. 
Compra a traves de intermediarios 

ii) mediano 

iii) grande 

2. a. Nombre del insumo: 
Antes del 
 Con el
 
Proyecto 
 Proyecto Aumento
 

b. Cantidad usado por 
afo:
 

c. Tipo de proveedores: 

i. 
pequeno agricultor ( ) 	Compra directa del pequeho agric. 
Compra a traves de intermediarios 

ii. rmediano 

iii. grande
 

3. a. Nombre del insumno: 
Antes del 
 Con ei
 
Proyecto 
 Proyecto Aumento
 

b. Cantidad usada por 	aflo:
 

'. Tipo de proveedores: 

i. pequeho agricultor 	( ) Compra directa del pequeno agric.
 
Compra 
a traves de intermediarios
 

ii. mediano
 

iii. grande
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Produccion del Proyecto (en orden de importancia)
 

i. 	a. 
Nombre del Producto
 
Antes del 
 Con 	el
 

b. 	Cantidad promedio Proyecto Proyecto Aumento
 

producida por aho
 

c._Mercado: Internacional. 
 N ona1 ();Ambro.
 

Consumidor primario:
 

Consumidor final:
 

2. 	a. 
Nombre del Producto
 
Antes del 
 Con 	el
 
Proyecto 
 Proyecto Aumento
b. 	 Cantidad pronmedio
 

producida por aho
 

c. 	 Mercado:. Internacional 
( ); Nacional ( ); Ambos ( 

Consumidor primario: 

Consumidor 

final:
 

3. 	 a. 
 Nombre del Producto
 

Antes del 
 Con el
 
Proyecto 
 Proyecto 
 Aumento
b. 	 Cantidad promedio
 

producida por aho
 

c. 	 Mercado: Internacional( 
 ); Nacional( ); Ambos 

Consumidor 
primario:
 

Consumidor 

final:
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IV. Beneficios del Provecto ,
 

1. Contribucion al Bienestar del Pequeno Agricultor
 

a. 
El proyecto aumentai:a el ingreso del pequeno agricultor en la
 
forma si uiente 
(Marque donde corresponda):
 

(1) Reduciendo el costo de insumos para el pequeho agric. 
 ()
(2) Contribuyendo al aumento de productividad por ha.
(3) Contribuyendo al numento del area de cultivo
 
(4)Facilitando 
 el-cambio a cultivos mas rentables
(5) Aumentando o estabilizando los precios de prod. agric.
(6) Otros (especificar) 

b. Explique brevemente la forma en que el proyecto cumple con
 
uno o mas de los puntos senalados mas arriba, relacionados con

el ingreso del pequeno agricultor.
 

2. Eliminacion de un Impedimento para el Desarrollo de Actividades

Agroindustri ales. 

a. 
El proyecto contribuyendo funcionamiento eficiente de empresas

agroindustriales en la forma siguiente: 
 (marque donde co
rresponda) :
 

(1) Reduciendo los costes de insumos lasicos
 
(2) Proveyendo servicios de mercadeo que en el presente


no se encuentran al alcance de empresas individuales
 
(3) Proveyendo servicios especiales

(4) 
Otros (especificar)
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b. 
Explique brevemente el problema que sera solucionado con el
proyecto y como dicho problema fue identificado como un
impedimento para el desarrollo de empresas agroindustriales. 

c. Describa brevemente el beneficio esperado del proyecto para lasempresas agroindustriales que uti]lizan los productos o servicios
 a ser financiados.
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3. Empleos Creados: 

a. Estimar el nbmero de personas 
a ser empleados y 
sus ingresos:
 

Tipo dei 
 CANTIDAD 
 Remuneraci6n- Meses al 
ano Ingreso

!Antes del 
 Con li
.Proyecto Proyecto Aumento Mensual 
 que trabaja
Anos 1 2 3 4 5 1 : 2 3
ipor ano
Anso 4 5
 

* I 
 I
 

b. Calcular la 
inversion 
por empleo creado 
$G
 
c. Empleo de 
mano de obra femenia:
 



APPENDIX 2
 

The Calculation of the Sources of Differences in Output Between Credit 
and No-Credit Farms 

A. 	ALLOCATION OF THE CHANGE IN TOTAL 
VALUE OF OUTPUT TO FOUR PRIMARY 
SOURCES 


1. A Description of the Indices Used 

The value of output on agiven farm is the sum of the 
value of each crop produced. This crop level value ih 
turn is the product of three factors: the area cultivated 
in the crop, the yield per hectare and the price received
when selling the crop. Thus, if we consider the typical 
credit farm: 

aic= the area (hectares cultivated) in crop i on 

farm c
 

=
Yic the yield (kgs/ha) of crop i on farm c 
=
Pic the price (Quetzales/kg) of crop Ion farm c 

then 

Vic aicYicPic 

where Vic is the value of the ith crop on the cth farm. 
If we then add up the vic's for all the crops grown on 

acYnPn Iacyc"
an 

that farm, we will have the total value of production on 
the farm. Using summation notation, we can say: 

q 
Total value of production on farm c = Z aicyicpici=1 

where q is the number of crops grown on farm c. If we 
let farm c be acredit-receiving farm, then we may definaacorresponding no-credit farm as farm n. The total value 
of output for the no-credit farm would be 

q

i=1
 

The ratio of the value of output of the credit and no
credit farm is then 

aicyicPic
 
,aiYinpin
 

If this ratio is greater than one it indicates that the 
credit farm did better than the other farm. If it is 
less than one, the reverse is true. 

The four sources of change between the credit andno-credit farm may be isolated by means of an algebraic
identity. This identity isexpressed as follows: 

acYcPc a
acYcP n ac
 

Puyn[o 	 acaynpn EacynPnJ anL acyPn 
Total Crop Mix 
Value 

The subscripts referring to the crops have been dropped
for the sake of clarity in the presentation, but it should 
be remembered that the summation is over crops. By
inspection it may be observed that various of the num. 
erators and denominators on the right hand side "cancel 

Price Yield Area 

out", leaving nothing more than the terms on the left 
hand side. Underneath each of the terms in brackets on 
the right hand side isalabel of the component of change
which it measLres. These are index numbers which will 
differ from one only if there isvariation between farms 
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at the crop level in the indicated source. Essentially
these are a set of weighted indices whose product is 
equal to the change in total value. 

The index numbers measuring price and yield varia-
tion are largely self-explanatory, however a few words 
should be said about the measure of crop mix variation, 
Basically it answers the question: What would have the 

*credit farm revenue been if this.farm had been subjectto 
the prices and yields of the no-credit farm, restricted to 
a land area equal to that of the no-credit farm yet been 
allowed to use this land in its "credit proportions"? The 
revenue so earned is divided by the revenue of the no
credit farms. The quotient is a measure of the change in 
total revenue due to changes in crop composition. 

The area planted in a given crop may change for one 
or both of two reasons. First, the credit farm may in fact 
have fewer hectares in low.valued crops and more in 
high-Valued crops while maintaining a total area equal to 
the no-credit farm, Secondly, the credit farm may just 
have a greater total area under cultivation. This second 
possibility does not reflect shifts in crop mix but merely 
differences in area under cultivation. Therefore, the 

"area effect" must be separated from the changes in 

crop composition. This is accomplished by dleflating the 

first term in the mix brackets by the ratio of total area 

planted on no-credit farms to total area planted on 

credit farms. This area effect is then conidered sep. 

arately as noted in the last term of the identity, 


2. 	 Some Comments on the Indices 

a. 	Alternative Weighting Schemes 

Looking at the equation presented in the last section, 

it can be seen that the measure of change in crop mix is 

a deflated area index weighted by the no-credit price and 

yield values. The price index uses credit-farm area and 

yield 	weights while the yield index uses a combination 

of area weights from the credit farms and price weights 

from the no-credit farms. These combinations of weights 
are essentially arbitrarily assigned. The mix index could 
have had ciedit farm price and yield weights and the 
other indices would have been adjusted correspondingly. 
The area index is unaffected by this problem as its 
computation does not involve a weighting system. 
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In general there is no "right answer' to the proberm 
of which set of weights to use. The reader must decide 
for himself which set of weights are most appropriate 
and then be guided in policy formulation by the result
ing magnitudes. Alternatively he may decide to trust 
only those findings in which the values are close and 

...	 certainly.of~the same sign, when converted topercentage: 
changes. 

b. 	 Conversion from MultiplicativeIndex Values to 
Additive Percentaesproblem con

cerns the basic issue of interaction between the sources 
of overall change. This interaction issue is perhaps best 
dealt with by an example. Suppose yield 10 perwere 

cent higher on credit farms while all 
 other potential 
sources of difference were identical. Then one would. 
expect gross value of output to be 10 percent higher on 
the credit farms. Now suppose that yield showed a 10 
percent difference while area showed a 5 percent 
superiority on the credit farms. One might conclude that 
overall output would be greater on credit farms by the 
sum of these two percentages, namely 15 percent. How
ever, this would ignore the fact that yield increases were 
registered not only on the original land but theon 5 
percent additional area. In other words, there is an inter
action effect between the change in yieldand the change
in area. Thus the true increase in total value isgreater 
than 15 percent. Specifically it is 15 percent plus 5 
percent of 10 percent or 0.5 percent. So the totalincrease in output is 15.5 percent in this example. 

The interactive nature of the sources of change in 
total output is captured in the equation presented above. 

For 	the four sources of change specified this interaction 
is quite involved. Each source is related to each other 
source on a bilateral basis as discussed in the example, 
then 	each is related to two of the others and finally they 
all 	are interrelated. The numerical implication of this 
interaction effect is that the sum of the percentage 
changes of each of the sources is less than the percentage 
change in total output. 



This cor.cvrsion from a multiplicative to an 
additive relationshiji ujmong sources was done for ease of 
understanding. The way the conversion was performed 
was bycomputing the difference between the percentape
change in total output and the sum of tlhe percentage
changes in each ofthe sources. This difference was then 
allocated proportionately among the sources according 
to their relative importance. In this way the Interaction 
effect which was picked up a; this difference was allo. 
cated back into each of the sources. Thus an essentially 

... artfcia-additive relationship was-established -arni -
factors which are muLItiplicatively related, 

d. Derivation of Price and Yield Fiqures When None 
Exist 

Another technical point deals with the problem dif-
ferences in crop mix so great that some crops grown oil 
credit farms are just not grown at all on no-credit farms, 
In this case, the no-credit price and yield data are not 
available. An estimate must be made of what they would 
have been if they had been grown. This estimate is necs.1 sary so as not to bias the index numbers unduly. Tw, 
approaches were followed in the course of the analysis. 
The first was to search among no-credit farms i: other 
size classes to find the needed price and yield data. The 
second was to use the credit farm data when no-credit
information was unavailable. The results were compareJ 
and' found to be essentially the same in all but a lew 
isolated instances, These discrepancies do not affect the 
basio:conclusions drawn in the text, Thus only one set of 
results those based on the second approach, are re-
ported. In general the approach used will conservatively 
bias the findings. In other wods the results derived will 
be closer to unity than they would have been if another 
method had been used to derive the missing price and 
yield data. This is so because the numerator and denon. 
inator of the index numlr in question have a greater 
number of identical elements. 

.	 ALLOCATION (F Tile DIF:FERENCES ~I 

AREA TO FOUR COMPONENTS 


1. A Description of the Mfiethod Used 

Area per farm is
 
defined as the 
sum of all land planted in temporary and
 
permanent crops where multiple cropped land is counted
 
a multiple number of times and interplanted land is
 
counted twie. Thus qiven this definition it is possible

for a farmer's total "area" 
 to be greater than the extent
 
of his farm duo 
to the multiple counting of some areas. 

There are several reasons this measure of cultivatei 
area may be larger on credit farms than on no-credi 
farms or vice-versa. One of the two farms may be iarge 
in size. In other words one farm may have more land (a
conventionally measured no do _.counting) thanth 
&c-the--A-sa-ordpossibility is that the two farms are a1 
equal size but on one farm a larger fraction of the farni 
is dedicated to crops. One group of farmers may, as a 
third possibility, do more double and triple cropping
than the other.1 Finally the farmers of one group maydedicate more of their land to interplanted crops,
corn.and-beans, corn-and-sorghum, etc. Thus four 
possible explanations of the difference in "area" as 
defined above have been identified. They are: 

2. Cultivated Area 
3. Multiple Cropping 
4. Interplanting 

Other components such as planting density could also be
 
considered, however these should 
 be reflected in the
 
yield measure discussed in the previous section. 
 In fact
 
multiple cropping and interplanting may also be related
 
to yields although not necessarily proportionately. (In
 
some cases interplanting may be associated with higher

yields.) There 
 is then some overlap in coverage of the 
various sources and components considered in this 
appendix, however theyare in the main independent. 

The index of farm size is defined as: 

Ac 

A
 
n
 

vhere 
Ai Total area (but no double counting) of farm i 

C (i.e. credit)
 
A p n (i.e. no-credit)
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The index of cultivated area adjusted for differences 
in farm size is defined as:

~TC 	 / Ac 

Tn/An 

where 

T= 	 Area dedicated (but no double counting) to 
permanent and temporary crops on farm i. 

The index measuring differences in rates of multiple 
cropping is defined as: 

Mc / Tc 

Mn/Tn 

where 

Mi = Total cropped area on farm i counting multi
ply cropped land the corresponding multiple 

number of times but counting interplanted 
land only once. 

Finally the index measuring differences in the rates of 
interplanting is defined as: 

Ic / Mc 

in Mn 

where 

Ii = Total cropped area on farm i counting inter
planted land twice as well as counting multiply 
cropped land a multiple number of times. 
Therefore, 

Ii = Sa i 

where ai is defined in the preceding section. 

Notice that these four indices are multiplicatively related 
to the "area" index which they "explain". This area 
index is in fact (Ic/In) and the identity expressing this 
relationship is: 
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In j 

Gross Size Cultivated 
"Area" of Area 

Farm 

2. 	 A Few Thoughts About the Components of tie Area 

Index 


The identity just defined is similar in some respects to 
the identity relationship between index numbers spec-
ified in the last section. It is used to further examine one 
of the terms in that expression, namely 

ac 

? an 

In fact it is possible to concatenate the two identities 

and get a seven term expression which quantifies the 

components of the ratio of total value of output on 

credit to that on no-credit farms. In summary these 
seven components are: 

Crop Mix 

Price 

Yield 

Size of Farm 

Cultivated Area 

Multiple Cropping 


*Interplanting 

As just explained the last four involve no weighted 
summation as do the first three. Thus the problem of 
choosing appropriate weights is not present in the case 

[Ti I-M1] 
[(Mn/Tn)(n/ ) 

Multiple Inter-
Cropping planting 

of the area components. Also there is no problem of 
deriving estimated values for those weights when there 
are none available. 

On the other hand, the problem of converting from 
multiplicative index values to additive percentages 
changes still besets the analysis. The technique used in 
this latter case is the same as was used previously. The 
index values are converted to raw percentage changes. 
These are summed. This total is subtracted from the 
refined total percentage change in area as derived in the
preceding section. The difference is allocated propor
tionately among the raw component values. Specifically 
each raw component is multiplied by the ratio of therefined area total to the sum of the raw components. 
The resulting refined component percentage changes by 
definition sum to the refined total area percentage 
change. 

It should be noted that this technique will tend to 
exaggerate the refined component percentage change 
values if the ratio of the refined to raw total area is lI-ge. 
For example, if the adjusted (refined) area is two per
cent higher on credit farms and the sum of the raw 
components is one percent, then each raw component 
value will be doubled when converting it to an adjusted 
value. Currently, an alternative adjustment technique is 
under study which involves proportional distribution of 
the absolute value of the residual. This is discussed in 
greater detail in a iorthcoming Methodological Working 
Document of the Sector Analysis Division. 

Source: S. R. Daines, _1jpact Evaluation of the Haiti Small Farmer 
Improvement Project AID, 97. 
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APPENDIX 3
 

FIELD SURVEY INFORMATION
 

IRURAL ENT ERPRI sE1SURVEY PROCEDURES
 

Farm households were randomly selected from the lists of 9agribusinesses, 3 of which fell into each of the following categories:
processing, inputs and services, and storage. 
A total of 526 interviews
were conducted in two agricultural cycles: in July/August of 1979 and
1980. 
 Data was obtained from a total of 312 farm households, half of
which were "participant farms" and half which were 
"non-participant
farms". The interviews were carried out over a 13 day period in each of
the two interviewing periods. 
Nine interviewers and 3 supervisors were
invol fed in 
the first field survey and 6 interviewers and 3 supervisors in
the s3icond phase. Interviewers received training for 4 days in the first
phase;~and 3 days in the second. 
A manual was prepared and used in the

first training session.
 

Non-participant farm households were selected on the basis of 4
criteria. 
The "non-participant" farm operation could have no dealings
with the 'agribusiness borrower, it could not have greater than a 40%
difference in land size relative to 
the participant farm it was paired
with, nor be more 
than 30% closer or further away from a major road than
its paired participant farm. 
 Finally, the non-participant had to grow the
same product which the participant farmer grew which related to the
operation of the agribusiness borrower. 
The overall cropping pattern,
however, was not to 
be considered. 
These criteria were developed on the
basis of the field test conducted before the phase one survey, and it
turned out that non-participant farms had closer farm sizes and more
similar distances from major roads relative 
to their participant
counterparts than the outside limits of these criteria permitted.
on Also,
the basis of these criteria 
there was an equal number of participant
and non-participant farm households selected from each region, political

or geographic, in which interviews were conducted and data collected.
 

Quality control over data was carried cut principally in the
field. 
 Each day supervisors reviewed the interview forms of the previous
day to determine whether there were 
inconsistent data. 
 In those cases
where there were, interviewers would return to the farms with theinterview form and work through the information with -the farmer again. 

Because of the political structure
visited the 

of the country, the supervisorlocal political and police authorities before interviews were
carried out in a political region. 
Letters of authorization from the
Central Bank of Paraguay were presented to the local officials and the
sponsors and purpose of the study were explained to them. 

After the field interviews, the supervisors made a finaloxamAi.nrtion of the interview forms thein AID offices in Asunci~n. 
Th'reafter, the forms were shippcAd to the United States where Karl Hancockand his associates carried out further verification, coding andkeypunching of interview forms, and programming of the computer analysis. 
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Net F~arm Income: Efficiency Measurement 
Input & Services Category, 1978/79 & 1979/80: 

( Guarani)
 

1978/'9 1989/1O 
Participant Participant 

I. OUTPUT 
a. sales 

b.consumed/ 
stored 

c.milk&eggs 

d. off-farm 
income 

G 651,53T
397,853 

147,922 

71,858 

33,405 

Sf 453,638 
295,843 

100,787 

38,518 

18,490 

2. COSTS 
a. chemicals 

b. seeds/ 
seedlings 

429,329 
17,622 

31,905 

304,405 
13,862 

21,801 
c. direct 
labor 

d. depreciation 
o. interest 
f. other costs 

191,251 

51,947 
103,472 
33,132 

157,510 

29,057 
52,656 
29,519 

NET INCOME 
% Difference 

221,709 

49% 
149,233 

$G 753,975 3G 557,395

570,015 387,292
 

127,041 120,839
 
50,675 32,056
 

6,224 17,208
 

491,745 356,359
 
23,525 16,631
 

40,123 31,197
 

211,460 159,320
 
52,648 35,044
 

101,622 60,362
 
62,367 53,805
 

262,230 201,036
 
30%
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Net Farm Income: Welfare Measurement 
Processing Category, 1978/79
 

($Guarani)
 

Participant Non-Participant 
1. OUTPUTq29,4 
a. 
b.consumed/ 

go 000 
$G 29, 353 

88,515 

stored 65,557 68,417 
c.milk&eggs 
d. off-farm 

105,277 102,129 

income 33,308 33,288 

2. COSTS 106,322 102,066
 
a. chemicals 
 984 1,182
 
b. seeds/
 
seedlings 
 7,337 6,920
 

c. direct 
labor 
 18,888 13,701
 

d. depreciation 53,292 48,423
 
e. interest 18,579 18,033
 
f. other costs 
 7,241 13,807
 

NET INCOME 187,820 190,287
 
% Difference -1%
 



lausis of i)eprciation of Equipment and Animals 
7q1 ±ynent 

arado de mano 

sembradora 

pulverizadora 


azada 

machete 


Iv In
Lr'*c toi, 

cuar re ta
tripiche 


cabillos 

bueyes 

vacas 


Estimated 

Cost 
$G 23,000 

1,000 

9,000 

700 

500 


1,800

2,500,000 


60,000

5,000 


27,000 

60,000 

55,000 


Unit pepreciation 

Period (years) 
7
 

10
 
10
 
4
 

4
 
4
 
18
 

15 
10
 

14
 
10
 
6
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ENCU17STA D1,L Confidencial - Toda )a inFormaci~n de esta encuesta serb estrictamE
PROYECTO() AGROIN1)USTRIA I confidencial. Los datos que so solicitan en ningun caso tienen FirPE.1 Fiscales y tkmpoco pueden utilizarse como prueba judicial.
IANCO Ci*NTRAl, I)1-'I, PARACIHAY 
Y A.I.I) dlt, H' rivi Ido1 001.No. 

No. de EnLrevisLa 002 
Datos Correspondientes DisLricLo/Minicipal-idad 003 

at Aiio Agricola" -
004
1978179 Nombre de o]Agricultor 
 00
 

Tipo de act ividaid de ]a I [ Almacenamiento 006 
empresa: 2 - Procesamiento
 

3 I Insumos y Servicios
 

rnpresa relacionada al 
 I [ Agroind.y Com. PIRAGRAN 007
 
agricultor: 
 2 E Rio Paranh Silos y Almacenes 

3 D J. y L. S.R.L. 

4 El Bodegas Antonina 

5 ,] Industrial Isla Valle 

6 -Q Shlrosawa 

7 [ Agrometal 

8, Com. Pro-Motoniv. Col. Obligado 

El Agricul Lor es: ] E Iariicipante 008
 

2 m No Part icipane 

PARTE I
 

1. ;, Cut .Rs ]a superficie do Lierra quo posee? 009 
Ila. 

2. ,Ve;,Vondi lid, algdn product.o durante ol. aio panado a 1 El Sf 0 1 0 

2 El No 
(nombro do [a ompresa) 

3. ,lla recibido 11d. un servicio do Oil1 " 
(nombro de ]a empres) 

durant. Hl aio agr c(o In pasado? 2 El No 
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012 
4. Compr6 Ud. algln producto deI_____,_1 

'en el ailo agricola pasado? (nombre do La empresa) 2 E No 

013 
5. 	 LCuantas hetreas do terrano cuLtiv6 Ud. en el, ;Io agr{co.a. 

peasadoa Ha
j . ,0 1 4 

NOTA AL EVURVISTADO. Le pregunta NQ es erclusivamene pora los agricultowrs 

.9_arJ.tJ del program& quione$ assatin €omparando con lot agricitIores

part icipanter, do la$ categorlas do grocsesanimnto de mp.jj y ama.namient 
(vet peg. 1). Los productvs par& 1a progunta son los productos do interds par& 1.
 
evprvas Indicados par *I 01timo agricultor participents entrovistado I dichs
 
caisgortal (ver pregunta NO Ila de la entrsvists anterior &I participante),
 

6. ,Cuentas hectareas de 	 cul.tiv6 Ud. en el ultimo 

aio 	agrIcola? (productos) J___Ha.
 
01)
 

7. 	 ,,uaJ. es la ,disanclaal camlno camionable mas curcano? Km. metros 

01.
 
a. 	ZCuics prsonas viven actualmente en su fLinca, Incluyendo
 

su propia Anili, famiWarest amigos y arras qua viven y
 

durmen en JA finca? Excluya los quo tienn trabajo fijo
iUuera do la .inca. Total de 

Total: 	 y.ersonao 

1 .	 , 01 7 
i. 	 uunas d.- ustas personas (total en 8a) trnbahjaron Total de 

a . personasueldr? 

018
 

. ~@~1, 	 ]Jersonan (total enLene8 (Al.tfas 8a) traboj,.u.:,i
 
sin sueldo wha do 6 mcse2 cada ura on la finca e., Ai
 
ulth.no afho ar"ico.
 

Total de 
-primer Lounbr__ 	 personas 

019 -moses anroximadus 
trabajados an Total do 
Ia finca mues
 

-j, sn.dW~s t r..,b tj da;	 020 
....	 "' 2U 
 Totald 
fine.A 	 j rnadas 

021
-Q1. 'Vei tta, Alr 	;
 

Wa:tZ-.s Jcrnndas
 

brabakj de
 
fuera do la 
 total de
 
fene 


Jornadas
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5. 	 em t,2.tuo defiriitivo, provisovio onCCOnW Q~c.ln~ic .[3Wmn1, 
znuyc~ parte de La tierra que posee? 	 E rvioi 

14 Ceiiaominto 

10. 	 ICuant-ash--ct6.reas 'do .tterra aurienda Ud. tlc~~sdoW V" 	 ___ 

11. 	 Z(Aw'6 productos cultidv 0 eJlabor6 Ud. en el UI~itiro NiO 

agricola? 

1. Aguacate 	 21. Fcchao ~ 41. Poroto 

2. PAjo 	 22. Frutilla 042. Queso 

S. Alfalfa 23. GirrtsoJ. 43. 1RemoJlcha
 

4.Algodo'l 24. Jlabilla 44. Peponuo
 

5. ANNEd~ 	 25. Lcliuga 45. Sandia 

6. Arrot 	 26, ?malz 4~6. :Joj a. 

7. Arvej a,, 	 P7. M.'rn6 n 4i7. s3rnpar'~a grano 

30. Caf6 30. V".4mteca C.Trao
 

1L. Cal 2baza 3'!. Man,:Wir. 51 . 'PozIr) I~t
 

.12., 	 CAi~ do andacnr 3P. M-I-6r- 52. !Md qu; 

33. 	Cebolla 33. hmntU 53. Tung 

141. 	 Ceholla de verdea 31. M:Lel de Maa 50. Vi'i 

:L7. 	 2Cco 37. i ). r.~l 

iurazno 	 TOW..Di 	 33. W-,. ~.;i 

i W. 	Fsenci a de petit-grain 34. .MXmJ.nt. 



____ 
_____ 

___ 

4 
o. N 2t-ra Pect reas tdad Cj..tidad 
 Cantidad Vendida a Cantidad 

del Prod-.jclo !Semhrad~, C05ecada IVe -1 ida lay JI6a Vim~s 

__"____l_____ _en _ f l incaPAU~e
 USOUS 

PARA Pre 
 U SO PA RA 

LA ONINA 
 P LA DFlIzi':A 
per 

LA OFICINA Cantd3dI 1vet&
Ca tica93,ec:undd cntiizd und Kg~s., etc. pr


No. N:- -0vne II -un-ld Kg.,* .. Cantidad Uni-Iad tmidad ) X's.,91c.K ,Kg.,etc. gllO...e pra
 
- {2504 027 020- 0291 030 t i 

32 o 
0371.
 

04 0__ 042 043 044 ' ,. 


°0bl -I o, ----
.
 

41 

_ ~ ___oI-
035 

o---,'os, 

053j __ 054 __ 57490 051 052 

____ -_____!ftO05!~ 058 -i5 00 u1CF 0 -20 

072 8W 0 073 074 77
3 - 0. 0792
 

Il - O-- 0:: 0 40 -i051 , 

-. 

3 - 090 o I0091 092I 
03f1093...4 I

09'j03
03 100 10i. 10~2 103 

104
112 113 105j~ 1 0 107 108 
 -10 iIII
1 1 15 
2.1 111 

.. . j-13 1 132J130 f-133 134 1 

1140 ill 1421 

_E .3N I. TAfE: ; enga on cuenta quo todas las cantidades dbe-i e p -rsarsetn K9. en las casills arcadas luao par& la oficina " :Is prec;s an ;/g.,
ewcopcidn hecha part lts frutas que deberin expresarse en docvnas, cata do azlcar en toneladas, lechuga y reoolto en Matas, perejil ycebolla do vwrdo y 1 '
en atadOs, coco en cajone), precios en las respectivas unilades irvdicadas. 



.12. 1,Que impLemTentos.oagr, O'lias 

a.- -Arador de. mancra~ 

tlene Uld.? 

(...mntidad 
To"al 

* 144 
-

Crtidad recibida de 

(ei-e,,aT 

-

.a 

145 

b. 

c. 

d. 

e. 

f. 

Carpidora 

Sembradora 

Pulverizadora 

Azada 

Machete 

148 

150 

152 

154 

L%'... 'h. 

149 

151 

159 

155 

157 

150 159 

1. Tv .l.adoma. ...... 1~D ..- 161 

j. 'P.ractor[ 

164 

:.,., 

6 

I.. Trapiche _ . . 

mn. Otro.

13, zct",'. wiiinles pospe Ud.? 

Ca~nt idad 
TO tai 

Can*,,d recibidl 
_____ 

de la 

a. Cnab.Los 170 ' 171 

h. Bucye 17 173 

c V: 174175 

e1rl 

,: Avc;. J],corrajl /I9 

177 

..Cerctc -"010 

g. Otrc, , 183 
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J1;. ZQ 6 r antidad d'.. icch. p'Mdujo aycr? Tl rs 

L5 . ,u. '- ntida. L lL' (evos procdujo ayer? l cos 
385 

16. ZUtili:'o Ud. abono qulnIMco en 01 lrItimo 1I 2 S. 

En caso 
a lo f, 

afirmrativo: 
~t, ag 2 fl io (fVase a 1.7) 

187 

a. LQue caiticdad y 
utiliz6? 

valor de fertilizante 
188 

. 

h. 

c. 

Cubinto de este total (en a) y por que 
valor obtuvo do la empresa? 
Qqae cantidad y valor de fertilizante 

.Kg. 

".. 

leg 

10 

uti.Lizo Ud. en el o los cultivo/s
intere.s para la emnprosa? 

de 
i 

Kg. 
191 

192 

17. -RUi;izo Ud. a-ltunrt otro produco qutipico
Conc i .s,I ct. Lc ida, fDaiticd.a, herbi cida? 2 

l 
E] 

l 
No (Paso a 18) 

91 

En ca.o afirmatd vo: I. - - i 

a. ZQue' cantidad y vwdor de estos? 
194 195 196 

-

200 201 202 

Ltc. 
20 204 20 

. Cu 6nto de 
obtw) lid. 

esa ca :ti. d ad y
de ]., tmpre:? 

valor 

2 -

20 

210 

7 " 1 

211 

212 213 214 
Ltso 

2ij; 217 

IQue raut,.dad ,, v,,cw do l.oq otror(citados en J.Yn) produ,2tos quilmco 
fucron doztinad-01a los cultivon deLtr('s dc. Ln vnp)resa? 

_ __ 

218 

221 

224 

219 

222 

22 

220 

223 

22 

uTLts. 
227 228 229 

d. , C"ut,' -poL' -(A'vicIeio de "uA.gicio' 
el ,io .,rlcola ;aado? 

23 
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An.n6Ud. d- ~t~re~ iLif-nin Lorrcno en e.l 

L ~ f r . L O 1 ~ ~ ) ~ 3 ~ J . CU?2 

En c~to ai.rmti1.1 vo: 

a. CLruo pv,. ell otq(ctiv.j 

1). ZCuwLintc pi~lg 6t cii espocio? 

C. .ZCua'nt-,o pnji(,C6 en rirno d~234 

'9. ..go lid. arr'iuncio en (A. La:'o 91'1 cl, pa~lalo 

atioQ 

la 

-LEI 

E l N o 

l 

(Par~e a 20) 

2 

2 

3 

DI UflQ li~rictivo: 2 jNp(Pase a 20) 

C.icz6.tc .--*n o cIj':, 237 

:. 
~t~;~a''~.a ~ a 

/

ma~aio;nr~U.:oino dL' obr c'xiW.n.tadi't 
0--;trajo Cn &i. tCtio 

239 



_ _ _ 

2 1. n niguiente cuadxr) 6obern inlmluiroe las cantidade, do semillas22.. o matas(21nnprpdas o util:izatao di su propia cosecha para cadv. cultivo en la finca 
(c olumna 3 y ), y: las cnitidedes adquirida, de la empresa (columna 5 y 6)y finalmente para I cultivo de inter6s para. la emprosa (columna 7 y 8). 

Nom br e 
9. de del .TOTAL 
routduto culti vo CanTiicad Valord -

2 - 3 4 

I0 241 22 '4 
4248 250 251 

25 25t28259~ 

'i267 
2 72 273 2741 '15 

280 2442P 2 

288. 280e 299 

71 j)-e 2-9 

3 40 

312 31 1 f5715~ 

30321 322 323 1324 

321330 33,1 

-33633 

34'45 

,-.i, ," C.L v.a.-or dt ,£ [r-, 7at";3im 

monf? e'. I', rt' nr 1:-, emprrra? 

Adquirido de la 

Empresa 


'a ,tida Valor 

5 6 

244 145 

252,4f 

260 261 

2h9-

2$6 277 

2U 285 

292 -o1 

300 301 

83 93 

317,1 

325 

332 

331 34140 

340 349 1 

Vd. tin 

Adquirido para
Cultivo de Intere.s 
Cantidad Valor 

7 8 

2ii 247 

254 

623 

_270 271 

278 * ~ 279 

29 287 

294 295 

302 303 

1 0 31 1 , 

3193 

326 327 

33433
 

34$43 

350 351 

'53 

80
 



3n7he~~ 

*~*.aL~.~co\ 

de !rsstenciat t'ecnica 

p:Lna~u? 

en i afio 1S, 

f1No (Pase a 28) 

(ii) S35G 

(i)BDIF'5 

I~v Otro ver CI I..io CCirIpador 

f'izerte360 

359 

2. C'M Ud r 
om p.;ld.Ja 

~.o2 

_____'T__ 

sseni
aiseniatcnica 

e n ~ c ~ iv 

OTAL 

recibida?, 

El 
. 

No 

361 

b. -en _~et 1. 0 sf 

c.-g' 

27 ZCrce Uci. 
.ngreso? 

ztut 

cuc la a-~i::ter'!cia to'cnica hzi m'ejorado su1ElS 

2O0No 

0l s{ 
2 (1 No 

2. 06 

F28. a.- z~f rec~kbldo tc 

b.( ia Sgi2t 

d la ,iuine 

( %1 

Ul)Or*.- Ifituiu 

'ldiLo zn i.iel 

Tee':poeine 

un d!t$ 

'c 

tc 

c. La 

a-Flo agrIcula? 

rvnet 

8)6 

1 0 

L 

S~f 

No (Pase a 29) 



b. Cul.tos meien? 

vartos de ua O.Ro 

30. Cando Ud. 
-amilia se 
con mayor 

o al '.iembro de su 
siente enferfo, rec'Arre 
'Z'cueflcia t. 

-alud 

-az de 

S 
eic 

5 aos 
Centro 

31. LA que di 1 tancia encuentra Ud. 
hospital, Centro de sal.z. c
medico rivado rLas cercano? 

el 

_5 E Se 

M. 

aicedican 

32. iCugntos casos de diarrea o -iebre 
ocurrieron en su famiJia en Ia'!It,ia: 

(.. 

(-- ues 

. . .a .... 

....... 

... 

. 'o. 



- Li excel~ente 

bo entin 

I 3I~reglal. 

41c.b Efrruae?a ez [12
exceiente 3 

2 bien 

3 reguiar 

41no entiend 
C. LEabJ..adG uar n? 2 excelente 38 

2 E bier. 
3 ( regu.a.r 

d. 4Hntied otaronid o ?1 2 excelente38 

2 bien 

~~9ti4~~ J cocuyan noadbesu2. 

e f~tedeJtra exceilia?
 

fGrado e gad~o cr.o 2. e lad sculae 38 

-, 5 5 .,;,-

P- Tei6 dea.4etic.06ece 13-I 

2 2 

38 



____ ___ ___ ____ ___ ___ ___ ____ ___ ___ ____ ___ 

____ ___ ___ ___ ___ ___ ___ ___ ___ ___ ___ ___ 

'Cu'tos de sus 'a o~ tIenen entre 7a 15 zios. 

3. 	 ctuntov d~e epos hijoz (en 314 a) van- a la.
escuela o Colegio? 

35. 	 zTiene electricidad?1 

12 No 
~iene 1381 

2 No 

. T--o de vitenda: 
Par-edeL. baxrro y 21adxr'l1o.

2 0 barro 

3 C1 ladri2.os 
4 otro 

Techo,~ -0 pajn 9 

2 tejas 

3 Pa~a y tvejas 
4 C otro 

.. Piso 1 0 ter-ra39 

3 ~ baldosa
0
___ _ otro 

38. Total &2 cubierto de case.: 

39. !Qu6 tipo de racilidades canitarias 	 0 lern 393e?1 

2 0 ser'ricjo 
3 0Otro 

___ ___ 4 0 ninguno 
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